
WHITE PAPER 
THE RUSSIAN HIGHWAYS STATE 

COMPANY

MOSCOW, 2017

PUBLIC-PRIVATE 
PARTNERSHIP

HIGH-SPEED ROADS

 INFRASTRUCTURE

TRANSPORT





WHITE PAPER
THE RUSSIAN HIGHWAYS STATE 

COMPANY

CONTRACTOR – AVTODOR-INVEST LLC

MOSCOW, 2017



4 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

INTRODUCTION  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .6

SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS 

STATE COMPANY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

Background concerning the establishment of the Russian Highways State 

Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8

Russian Highways State Company goals and objectives . . . . . . . . . . . . . . . . . . . .14

Russian Highways State Company developmental stages . . . . . . . . . . . . . . . . . . .19

Special features of the legal status. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .22

State Company property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .38

The financial basis for State Company activities . . . . . . . . . . . . . . . . . . . . . . . . . . .48

Construction and reconstruction activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .57

Innovations and technologies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .68

Environmental policy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .69

State Company procurement activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .71

Russian Highways State Company Strategy. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .78

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF 

ACTIVITIES  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .89

TABLE OF CONTENTS

1.1.

1.2.

1.3.

1.4.

1.5.

1.6.

1.7.

1.8.

1.9.

1.10.

1.11.



5TABLE OF CONTENTS

State Company target and performance indicators  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .89

Sources of funding for State Company activities related to the organization         

of highway construction and reconstruction activities   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .102

Sources of funding for State Company activities related to road management   .  . 110

Sources of funding for the State Company’s internal (other types of) activities   .  . 119

SECTION III. FINANCIAL STRUCTURING OF PROJECTS   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .136

General principles of the structuring of State Company investment projects  .  .  .  . 136

Special aspects of the financial structuring of investment projects                           

for organizational and legal forms of agreements  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .158

General financial modelling principles for State Company PPP projects  .  .  .  .  .  .178

SECTION IV. LEGAL STRUCTURING OF PROJECTS  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 194

 Concession contracts   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 194

 Long-term investment agreement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 232

APPENDIX NO . 1  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .250

APPENDIX NO . 2  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 258

2.1. 

2.2.

2.3.

2.4.

4.1.

4.2.

3.1.

3.2.

3.3.



6 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

INTRODUCTION

ANY MODERN STATE THAT TASKS 

ITSELF WITH DEVELOPING ITS 

ECONOMY AND ACHIEVING 

SOCIAL AND ECONOMIC WELL-

BEING FOR ITS POPULATION 

FACES THE NEED TO ENSURE 

A PROGRESSIVE, AND AT 

TIMES EVEN CUTTING-EDGE 

DEVELOPMENT OF THE 

COUNTRY’S INFRASTRUCTURE, 

WHICH IS BOTH A CONDITION 

FOR AND AN INDEPENDENT 

AGENT OF ECONOMIC GROWTH.

Highways are a crucial component of this infrastructure and ensure 
the free and competitive movement of goods, work, and services 
within the country itself, the accessibility of economic benefits to the 
population, and the cohesiveness of territories and the mobility of 
their labour resources.

At the same time, a state that has tasked itself with developing its 
transport infrastructure increasingly faces the need to cooperate 
with the private sector for the purpose of attracting additional loan 
financing (from banks and other financing organizations) as well as 
skills and experience that cannot be found in the public sector. In 
addition to the obvious reduction of budget expenditures (during 
both the construction and operational stages) that results from 
cooperation of this sort through the use of innovations, progressive 
management and planning methods, an increase in quality, and 
the addition of relevant experience (including foreign), it becomes 
possible to significantly intensify the construction and commissioning 
of new roads, and ultimately provide (stimulate) economic growth 
thanks to the synergistic effect resulting from the combination of the 
public and private sector.

At the same time, the active participation of the state in infrastructure-
related projects also benefits the private sector, above all because of 
the involvement in the project of substantial state (budgetary) funding, 
with the low level of investment risk present in infrastructure related 
projects (a result of the financial stability and high rating of the state 
as an economic entity), which ultimately insures the profitability of 
the project and the security of the private investment.

New institutional forms for implementing joint projects in the field 
of infrastructure, such as the creation of state (public) companies 
and corporations, are necessary for the development of cooperation 
between government and business along these lines. By introducing 
new principles into leadership and project management, this form 
allows for the more flexible management of public-private projects at 
all stages of their life cycle, and for cooperation between the state and 
private investors and the involvement of extra-budgetary investments. 
The practice is widespread throughout the world: it is sufficient to 
mention ASFINAG (Autobahnen- und Schnellstraßen-Finanzierungs-
Aktiengesellschaft, Austria), JEHDRA (Japan Expressway Holding and 
Debt Repayment Agency), ANAS S.p.A. (National Autonomous Roads 
Corporation, Italy).

The Russian Highways State Company was established in the 
Russian Federation to achieve similar goals and is at present a 
global infrastructure investment holding company implementing 
strategic state and community goals. Federal Law No. 145-FZ "On 
the Russian Highways State Company and Amendments to Certain 
Legislative Acts of the Russian Federation" (hereinafter Law No. 145-
FZ) was adopted in 2009. The event marked a new milestone in the 
development of a mechanism for the state management of projects 
in the road industry (for the creation, reconstruction, and operation of 
Federal Highways) in that by establishing the Russian Highways State 
Company (hereinafter the State Company), the government created 



7SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS STATE COMPANY

in accordance with Item 6 of Stage 4 of the Tasks for Agreement No. DIP-2016-1281 dated 23 
November "On the provision of services for the unification and support of up-to-date investment 
project financial models as well as for the development and implementation of a single automated 
data exchange unit to ensure the State Company’s fulfilment of tasks related to highway trust 
management". 

This document will provide general information regarding the activities of the Russian Highways 
State Company and special features of the legal status and financial aspects of its activities, examine 
the financial and legal aspects of the structuring of investment projects and provide information 
on the principal projects carried out by the State Company to establish a road network and the 
prospects for its development.

THIS DOCUMENT WAS PREPARED BY AVTODOR-INVEST LLC

•	  the establishment, development, and operation of a high-speed road network that 
ensures the economic, social, and territorial development of the country’s regions;

•	 the implementation of long-term socially significant infrastructure projects for the 
creation, development and operation of a high-speed road network that ensures the 
economic, social, and territorial development of the country’s regions and attracts extra-
budgetary investments;

•	 the provision of high-quality transport services to highway users (the creation of 
conditions for the safe, speedy, and comfortable movement of vehicle users, and the 
provision of a high level of maintenance services along the entire length of the route).

an innovative industry-specific corporate tool that made it possible to perform managerial/
administrative type tasks related to the development of the network of Russian Federation 
highways as well as performing the equally important tasks of establishing and utilizing 
mechanisms for attracting extra-budgetary investments, setting up competency centres, and 
developing the project market on the basis of a public-private partnership.

With the regulatory definition of the goals of the State Company’s activities given in such a 
way, the State Company’s mission can be summarized as follows:
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In the early 2000s, the need to introduce new, innovative forms of road management in the 
Russian Federation (above all at the federal level) and to develop the public highway network 
became apparent and called for an intensification of management efforts of both the legislative 
and executive branches of government. This being said, while the need to establish a new 
administrative, innovative, and technological centre to support the management reform in the 
industry was obvious, the choice of its organizational and legal form, its financing/budgetary 
mechanism, and the functions and competencies of such a centre were somewhat less clear.

It should be noted that the decision to create this centre coincided with the preparation and 
launch in 2004–2008 of significant public-private partnership projects in the road sector, namely, 
the construction and operation of the 15–58 km section of the M-11 Moscow–St. Petersburg 
Highway, the Northern Bypass of Odintsovo, and the Western High-Speed   Diameter (WHSD) in St. 
Petersburg. At this time, all management duties for projects of this sort at the federal level belonged 
to PKU Roads of Russia, an organization subordinate to the Federal Road Agency Rosavtodor. This 
arrangement did not allow for the most efficient implementation of concessionary projects due 
to the objective limitations of its budgetary institution, which was not able to attract qualified 
project teams, implement new innovative methods for structuring and launching public-private 
partnership projects, and was limited by the tools available to attract extra-budgetary funding.

Under these conditions, the body or organization established was required, among other 
things, to ensure and support the implementation of these projects, which included the 
administration, financing and protection of the interests of the concession grantor/ public 
partner, and in case of the successful launch and implementation of the project – to ensure the 
use of proven implementation system for other sections of the federal road network as well.

Approaches to the establishment, structure and parameters of the State Company’s activities 
began to come together during the development of the first concession projects and were 
broadly agreed upon by federal authorities by 2009. Order No. 2063-r of the Government 
of the Russian Federation dated 23 December 2009 "On the approval of the plan of legislative 
activity of the Government of the Russian Federation for 2010" included paragraph 55 in 
the plan, in accordance with which the Ministry of Transport of Russia was tasked with 
drafting the Russian Highways State Company bill, as well as introducing and supporting 
its consideration in the State Duma of the Federal Assembly of the Russian Federation.

SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS STATE COMPANY

1.1. BACKGROUND CONCERNING THE ESTABLISHMENT OF THE RUSSIAN HIGHWAYS STATE 
COMPANY
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THE ESTABLISHMENT OF 
THE STATE COMPANY WAS 
JUSTIFIED BY THE NEED:

The official history of the creation of the State Company really 
begins from the moment Federal Bill 41187-5 "On the Russian 
Highways State Company and the introduction of amendments to 
certain legislative acts of the Russian Federation" was introduced to 
the State Duma of the Russian Federation. 

1. To overcome constraints on infrastructure associated with the 
inadequate development and poor transportation and operational 
condition of the Federal Highway network;

2. To solve problems that had accumulated in the area of road 
facility management and financing; 

3. To attract additional sources of road facility financing;

4. To increase the efficiency and effectiveness of road enterprises, to 
stimulate the production and active introduction of new materials, 
machinery, equipment, and advanced technologies in keeping 
with the best practices from around the world;

5. To transition to a stage of dynamic development of a road network 
that will meet the needs of the economy and the population.
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The state of the field of road construction at the time of the bill’s drafting could only be 
characterized as unambiguously negative: Only 38% of federal roads conformed to 
regulatory requirements, the normative load was exceeded on 13,000 km of highways of 
federal significance, especially on approaches to the largest cities, which accounted for 
almost 27% of the network, and the pace of road network development did not meet the 
growth in demand for motor transport, in light of projections for an increase in the vehicle-
to-population ratio and the volume of goods transported by road freight.

The authors of the bill focused special attention on inadequate budgetary financing of the road 
sector, in particular, it was reported that targeted state programmes did not provide financing 
for a number of road network development facilities without which it would be impossible to 
ensure the resolution of Russian Federation transport problems, and when necessity called 
for the reconstruction Federal Highways to an extent of 25,600 km, provision was made for 
only 6 200 km., and when the need arose for high-speed roads of over 6,000 km, the state 
made provision for the construction of only 1,900 km.

Thus, the establishment of the State Company was viewed as a tool for overcoming the 
infrastructural restriction of economic growth, and first and foremost the significant lag in 
the development of the road network in Russia behind the needs of the economy and the 
population. The bill sets the immediate goal of increasing the amount of road work in place 
and attracting to the road sector of the country significant additional material, financial 
and labour resources, the first of which should be significant amounts of extra-budgetary 
investments for the construction of highways and express roads on a concession basis. 

And so, in comparison to the traditional management system, most notably through the 
executive authorities, who see to, on the one hand, the regulation of the road sector, the 
economic development and management of finances and the state budget (the Ministry of 
Transport of the Russian Federation, the Ministry of Economic Development of the Russian 
Federation, the Ministry of Finance of the Russian Federation), and on the other hand, the 
performance of administrative and economic functions in the area of roads (the Federal 

M-1 Highway
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Road Agency – Rosavtodor), the authors of the bill considered the following capabilities 
advantages of the State Company:

•	  the attraction of extra-budgetary investments alongside state funding for the purpose of 
resolving the country’s road network development problems, while the State Company, 
due to its organizational and legal form, would be provided full involvement in civil 
commerce, including commercial activities, income generation and the reinvestment of 
these funds for the purpose of fulfilling activity objectives, i.e. the implementation of 
projects in the road sector;

•	 the use of modern financial tools that provide greater flexibility in the selection of 
investment project implementation plans in the area of   financial and risk management, 
and the provision of collateral for ongoing projects, which will help to reduce the cost of 
credit resources;

•	 the enhancement of competitive procedures and the implementation of long-term 
contracts for the integrated implementation of road work, which will make it possible to 
avoid the usual practice of selecting different contractors for the construction, overhaul, 
repair and operation of road facilities and improve the quality of road work;

•	an increase in the efficiency and speed of managerial decision making;

•	 the engagement of a workforce of highly qualified specialists and the use of a variety of 
mechanisms to effectively motivate personnel.
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At the same time, were the task of establishing a network of 
modern highways and high-speed roads in the Russian Federation 
implemented at the expense of budgetary funds alone and by means 
of the typical administrative and economic methods, its fulfilment 
could spread out over 60–80 years on account of the limited budget 
financing and the inefficient use of the allocated resources. 

It is of special note that the cornerstone of the Russian Highways 
State Company organizational and financial structure and the basis 
for the implementation of the Federal Highway network development 
plan was the concept of a departure from a coverage of construction 
and operational costs solely at the expense of budgetary funds. 
Thus, the underlying financial and economic grounds were based 
on the recognition of revenue from the collection of toll road fares, 
advertising, fees for road connections operated on the basis of 
concession agreements, other highways, and for road service facility 
connections and rent from land plots located in the easement and 
roadside lanes of highways and operated on the basis of concession 
agreements, all of which was taken into account as an independent 
source of financing for State Company activities when determining 
the amount of budget funding required.

The bill for the establishment of the State Company successfully 
passed three readings in the State Duma, was approved by the 
Federation Council on 7 July 2009 and sent to the President of the 
Russian Federation to be signed. On 17 July 2009 the bill was signed 
by the President of the Russian Federation

By 5 August 2009, the Government of the Russian Federation had 
already adopted Decree No. 1088-r, in accordance with which, in 
order to exercise the rights and perform the duties of the founder 
of the Russian Highways State Company, the Ministry of Transport of 
Russia was instructed to register the State Company in accordance 
with legislation. On 14 August 2009, the State Company was officially 
registered in the Unified State Register of Legal Entities.

THE BILL ENVISIONED THE 

PRIMARY RESULT OF THE STATE 

COMPANY’S ACTIVITIES TO BE 

THE ESTABLISHMENT BY 2030 

OF A NETWORK OF HIGHWAYS 

WITH HIGH CONSUMER 

PROPERTIES, THE PARAMETERS 

OF WHICH WOULD CORRESPOND 

TO THE DEMAND FOR ROAD 

TRANSPORT AND REGULATORY 

REQUIREMENTS IN ACCORDANCE 

WITH TRANSPORT PERFORMANCE 

INDICATORS.



13SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS STATE COMPANY

M-1 Highway
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The history of toll roads in Russia dates back to 1992 when the principle of toll roads was first 
confirmed legislatively by Decree No. 1557 of the President of the Russian Federation dated 8 
December 1992 "On the construction and operation of highways on a commercial basis". The 
decree established that paid transit could be introduced only in cases where there existed a 
free alternative passage, the length of which was not to exceed the length of the toll road by 
more than three times. Decree No. 728 of the President of the Russian Federation dated 27 June 
1998 "On Additional Measures for the Development of the Public Road Network in the Russian 
Federation", further clarified the conditions for the introduction of toll roads to the Russian 
Federation. Decree No. 973 of the Government of the Russian Federation dated 27 August 
1999 established Provisional Rules for organizing the paid use of Federal Highways and road 
facilities and temporary rules for determining the cost of travel on toll roads and road facilities 
and the use of funds collected in exchange for passage. The further development of the idea 
of   establishing toll roads in Russia was consolidated in the Federal Target Programme for the 
"Development of the Transport System", approved by Decree No. 848 of the Government of the 
Russian Federation dated 5 December 2001.

On 14 November 2007,
the Federal Law "On Roads and Road Activities in the Russian Federation and on Amendments to 
Certain Legislative Acts of the Russian Federation" (hereinafter referred to as the Law on Roads) 
entered into force. For further elaboration of the provisions of the Law concerning toll roads, 
Resolution No. 18 of the Government of the Russian Federation dated 19 January 2010 approved 
the Rules for the provision of services for the organization of vehicle movement on public federal 
toll roads and paid sections of such highways.

Toll roads first appeared in Russia in 1998–1999. And it was at that moment that the state appointed 
task of creating toll roads in those regions where an increased traffic flow exceeded the capacity of 
the existing highway network was begun, though in general the policy on the introduction of tolls 
was inconsistent and experience gained from the first projects ambiguous.

1.2. RUSSIAN HIGHWAYS STATE COMPANY GOALS AND OBJECTIVES

In 1998

• А toll overpass was built in Saratov across the railway at a length of more than 1 km. In 2000, 
the toll was removed.

• A toll bridge was built across the Don River in the Voronezh Region at a length of 2.7 km; 
in 2001, however, the toll payment for the bridge was discontinued on account of the 
income from the bridge operation’s not covering the annual costs of maintaining the 
ferry that was the alternative to the toll bridge. 
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Until the emergence of a single unifier for the construction and operation of toll roads via the 
State Company, toll roads in Russia were established on a local basis. No network of multi-lane 
highways capable of providing a high-speed continuous flow of traffic existed, which significantly 
increased transportation costs to the economy and created obstacles to the use of Russia’s 
geographical advantages and transit potential. The establishment of the State Company allows 
the state to meet the following challenges:

• establishing and developing a national high-speed road network;

• attracting extra-budgetary financing for road projects and increasing their investment 
attractiveness, including by means of a public-private partnership;

• innovating at every stage of the road’s life cycle (from design to construction and operation) 
and increasing efficiency through the use of new intelligent tools for managing the 
development of the road network.

The public–private partnership began to develop in 2005, with the adoption of the law on concession 
agreements. Since then, PPP legislation in Russia has been based mainly on the law of concession 
agreements, which, in turn, made it possible to deal with the vitally important issue of limitations 
to Russia’s budgetary resources. Since the adoption of the law, and with existing international 
experience in mind, economic modernization based on the development of infrastructure has been 
underway alongside the development of applicable organizational and legal PPP partnerships and 
the implementation of pilot infrastructure projects in the road sector. The establishment of the 
PPP came about under conditions of complete openness and access to information, in close and 
comprehensive cooperation with Russian and foreign investors, which served to ensure an efficient 
start and implementation.

Since its inception in 2009, the State Company has put into operation 665.9 km of toll roads. The 
total length of paid sections of State Company highways amounts to 718.3 km.

Since 1999

Since 2002

• A toll has been in effect on the first paid section of the Federal M-4 Don Federal Highway, 
bypassing the settlement of Khlevnoye in the Lipetsk Region.

• Tolls have been levied on a number of roads in the Pskov Region.
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In accordance with the State Company Activities Programme approved 
by Directive No. 2443-r of the Government of the Russian Federation 
dated 13 October 2017, by 2021 the total length of motor roads 
transferred to the trust management of the State Company is to equal 
3 872 km by 2021. The State Company currently manages the M-4 Don, 
M-1 Belarus, M-3 Ukraine highways; the M-11 Moscow–St. Petersburg 
Highway and the Central Ring Road are under construction.

The quality of State Company highways is the result of high standards 
set within the company for the production of road work and the 
subsequent operation of highways, which ultimately ensures users 
are able to travel comfortably and swiftly on its highways. In order to 
provide a high level of service throughout the entire State Company 
road network, multifunctional road service zones (MFZ) are being 
created, bringing users access to every possible service along their 
route: MFZ are equipped with refuelling and washing facilities, 
maintenance stations, parking lots for cars and trucks, recreational 
areas and cafes, shops;

Ensuring the safe passage of users is one of the State Company’s 
main priorities.

A higher standard of road work and highway operation, one that takes 
into account the particularities of high-speed roads, increases the level 
of safety for drivers on State Company roads. Compliance with the 
requirements demanded by the standard and with operating rules is 
a prerequisite for concluding construction and installation contracts 
and for highway operation. There is an Emergency Road Assistance 
Service in place on State Company roads to provide comprehensive 
assistance to motorists and pedestrians as well as to optimize the 
work of emergency services. Emergency commissioner service duties 
include cleaning up following a road accident, assisting in vehicle 
repair, providing first aid, towing services, ensuring the safety of 
pedestrians, and so forth.

THE STATE COMPANY’S 

GOAL IN HIGHWAY 

MANAGEMENT IS 

TO PROVIDE USERS 

WITH HIGH-QUALITY 

INFRASTRUCTURE 

SERVICE.



17SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS STATE COMPANY

In relation to the automotive sector and the economy of the country as a whole, State 
Company roads make it possible to:

Ensure the creation of competitive transport corridors
The creation of international corridors will facilitate the integration of motorways of Russia 
and of other states into the global transport network, which will, first and foremost ensure the 
acceleration of capital turnover and the passage of goods. At the present time, the State Company 
is playing an active role in the establishment of the international Europe–West China corridor 
as well as that of Moscow–Nizhny Novgorod–Kazan–Yekaterinburg–Omsk, the South-West 
Direct Main Road, and the corridor stretching from the border with Belarus to the border with 
Kazakhstan. Ultimately, the establishment of international transport corridors will significantly 
reduce the costs associated with the transportation of goods and have a positive impact on the 
economic and social development of the territories;

Facilitate the development of domestic tourism and increase the mobility of the population
The growth of domestic tourism through an increase in the network of highways, the average 
speed of movement and a fundamentally new level of the security and services provided along a 
given route plays a key role in increasing economic and social development and ensuring domestic 
capital inflows to the relevant regions of the country;

Ensure the establishment of infrastructure for the introduction and use of innovative 
technologies, including in the field of transportation and logistics
 The State Company’s effectively expanding network of highways is making possible the future 
creation of a platform for the introduction of innovative vehicles with elements of artificial 
intelligence and unmanned vehicles. The use of transport of this kind promises to reduce accidents 
on motor roads by 80–90% and provide significant savings on fuel and operating costs. An 
additional positive effect of using unmanned vehicles is be an increase in the maximum capacity 
of highways by streamlining traffic and minimizing the distance between vehicles.
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Regarding Avtodor’s present Programme of Activities, a network of 
high-speed highways spanning a total length of up to 4000 km has been 
planned for implementation by 2021. The plan calls for the expansion 
of this network to 12,000 km by 2030 and the provision of high-speed 
road connections between the largest metropolitan areas and industrial 
centres of the European part of Russia.

The establishment of a network of this sort promises to increase the 
efficiency of national logistical infrastructure, to allow for the building 
of a new, more straightforward configuration of the main logistical 
routes, including through the building of a highway matrix organizational 
structure that will differ from the existing configuration of the federal 
network, in accordance with which practically all major routes pass 
through Moscow. This will in turn lead to a growth GDP stemming from 
to a reduction in logistical costs and will give rise to a new efficient private 
and freight transportation market.

Moreover, it is important to note that growth in the overall length and 
connectivity of the high-speed road network displays a ripple effect. 
Network expansion improves not only the transport situation in the 
areas into which the network is expanding, but also leads to an increase 
in traffic on sites already in operation. In this regard, one should expect 
a growth in efficiency and profitability in already operating company 
investment projects to follow upon network expansion.

FURTHER DEVELOPMENT OF THE 

COMPANY NETWORK IS EXPECTED 

WITHIN THE FRAMEWORK 

OF THE RUSSIAN HIGHWAYS 

STATE COMPANY DEVELOPMENT 

STRATEGY, WHICH EXTENDS 

TO 2030.
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Since the establishment of the State Company, the Public Partner’s powers are transferred to the 
trust management of Federal Highways M-1 Belarus, M-4 Don and M-3 Ukraine in accordance with 
the concession agreements concluded in 2009.

During the establishment of investment activities, the State Company resolved the following tasks:

•	 the introduction of corporate project management systems*;

•	preparation and structuring of investment projects planned for implementation;

•	 the establishment of a corporate system for long-term investment planning and the 
fulfilment of financial obligations;

•	 the organization of an internal system of standardization and the establishment of 
requirements for capital projects;

•	 the adoption of regulatory legal acts necessary for the effective implementation of 
investment activities and the implementation of State Company projects;

•	 the organization of a team of professionals and development of an effective personnel 
policy.

* The introduction of the project management system pertains to the initial period of the State Company’s 
activities. The Russian Highways State Company Policy Statement on the pr.oject committee and the State 
Company Policy Statement on project groups were approved in 2012. The Transport Control Centre was 
established at a later date.

1.3. RUSSIAN HIGHWAYS STATE COMPANY DEVELOPMENTAL STAGES

In 2011

• The toll section of the M-4 Don Federal Highway that bypasses the village of Khlevnoye in 
the Lipetsk region was transferred for operation to the State Company subsidiary Avtodor-
Toll Roads LLC.

At the end of 2011, a long-term O&M contract was signed for the maintenance, repair and toll 
operation of the M-4 Don Highway from Moscow via Voronezh, Rostov-on-Don, Krasnodar to 
Novorossiysk, from km 225 to km 633 and a long-term investment agreement for construction, 
maintenance, repair, overhaul and toll operation of the km 258–km 334 section of the Moscow–
St. Petersburg high-speed road (bypassing Vyshny Volochyok). 
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This stage saw the development of approaches for the implementation of concession agreements, 
which was subsequently established by the State Company successfully, and methodological 
procedures were likewise expanded. The State Company initiated the establishment of new 
financial and legal forms for the implementation of PPP projects, in particular, the concept of a 
long-term investment agreement, a long-term O&M contract, and a concession with a concession 
grantor’s payment were all developed and prepared for application. 

During the active investment project implementation phase from 2012 to 2014 the State Company 
ensured the launch and effective implementation of investment projects. At that time the first 
federal concession agreement from 2008 and six long-term investment agreements were 
initialized:

a concession contract for the financing, construction and operation of a toll road on the km 
543–km 646 and km 646–km 684 sections of the Moscow–St. Petersburg Highway;

1. a long-term investment agreement for the reconstruction, maintenance, repair, overhaul 
and toll operation of the km 124–km 173 and km 173–km 194 sections of the M-3 Ukraine 
Federal Highway;

2. a long-term investment agreement for the construction, maintenance, repair, overhaul 
of the km 517–km 544 section of the M-4 Don (bypassing the settlements N. Usman and 
Rogachevka);

3. a long-term investment agreement for the construction, maintenance, repair, overhaul 
and toll operation of the km 208–km 258 section of the Moscow–St. Petersburg Highway;

4. a long-term investment agreement for the construction, maintenance, repair, overhaul 
and toll operation of the km 334–km 543 section of the Moscow–St. Petersburg Highway;

5. a long-term investment agreement for the construction, maintenance, repair, and 
overhaul of the Central Ring Road of Moscow Region. Start-up complex (start-up facility) 
No. 1;

6. a long-term investment agreement for the construction, maintenance, repair, and 
overhaul of the Central Ring Road of Moscow Region. Start-up complex (start-up facility) 
No. 5.
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The variety of forms available made working in this market possible for 
large financial investors and foreign companies interested in concessions 
with large volumes of private investments as well as making possible 
entering a relatively new public-private partnership market for large 
Russian construction companies as part of the implementation of long-
term investment agreements.

The current developmental stage can be characterized as a stage in which 
the State Company reacts to changes in the macroeconomic situation in 
the country.  The establishment of large-scale concession projects for 
the financing, construction and toll operation of the Central Ring Road. 
Start-up complex (start-up facility) No. 3 and Central Ring Road. Start-
up complex (start-up facility) No. 4 happened to occur during a decline 
in economic growth and a difficult stage of instability in the investment 
market, which led to the need to revise key financial parameters of the 
project (concession agreements were concluded in September 2016 and 
June 2017 respectively).

At present, the State Company stands on the doorstep of a new stage of 
development, in which existing roads and those under construction are 
expected to integrate gradually into international transport corridors, 
and the implementation of a large-scale project for the organization of the 
international Europe – Western China transport route is awaited, along 
with balanced development of transport and logistics infrastructure (or 
the long-term development of the transport industry). 

At this stage, the State Company plans to develop and apply new 
mechanisms for structuring projects and attracting investments aimed 
at improving the overall efficiency of the company’s operations and 
increasing the overall share of extra-budgetary funds. Particular attention 
will be paid to searching for and attracting new types of investors, 
diversifying services available to road users, increasing revenues from 
projects that have already been established, and generating new sources 
of income.

THE PERIOD OF TIME IN 

QUESTION PROVED THAT THE 

MARKET WOULD SUPPORT 

THE STATE COMPANY’S 

NEW MECHANISMS AND 

ORGANIZATIONAL AND LEGAL 

FORMS. 
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1.4. SPECIAL FEATURES OF THE LEGAL STATUS OF THE RUSSIAN HIGHWAYS STATE COMPANY

The non-profit organizational and legal form of the State Company was chosen with the tasks 
facing the State Company and the particular features of financing its activities in mind.

The organization of State Company activities in a different organizational and legal form (for 
example, that of a joint-stock company) would give rise to more difficulties on account of limitations 
in the current legislation (for example, budgetary, civil).

One of the key functions of the State Company is the trust management of transferred Federal 
Highways, such as on the basis of concession agreements and including the management of toll 
collection, and the exercise of the powers of concession grantor during the transferring of State 
Company highways to concession. 

State Company highways are owned by the Russian Federation, are not subject to transfer of 
ownership to third parties, and are under trust management of the State Company. The roads 
constructed by the State Company are federal property from the moment they are constructed.

Remaining State Company property (with the exception of State Company’s highways) belongs to 
it by right of ownership.

Features of the legal status of the State Company are established and regulated by Federal Law 
No. 145-FZ.

These features are described in more detail in the sections to follow.
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1.4.1. GOVERNING AUTHORITIES OF RUSSIAN HIGHWAYS STATE COMPANY

The system of governing authorities of Russian Highways State Company (hereinafter the State Company) includes a 
supervisory board, chairman of the board of the State Company, and the board of the State Company.

The Supervisory Board of the State Company exercises the following powers:

1) approves State Company long-term programme drafts for subsequent submission to the 
Government of the Russian Federation; 

2) approves the State Company financial plan; 

3) approves the procedure for using funds related to trust management;

4) approves the procedure for using funds related to the Company’s own activities;

5) approves the procedure for using funding that has been raised;

6) takes decisions on the placement of State Company equity securities and approves decisions on 
their issue (additional issue); 

7) approves the amount of funds received in the State Company fund, and the direction and 
procedure of their use;

8) submits State Company Regulations to the Government of the Russian Federation for approval;

9) approves the annual report on the implementation of the programme of long-term State 
Company activities;

10) approves an audit organization selected on a competitive basis to conduct an audit of the State 
Company’s accounts;

* Federal Law No. 145-FZ dated 17 July 2009 "On the Russian Highways State Company and on amending 
certain legislative acts of the Russian Federation“.

** Regulations on the Supervisory Board of the Russian Highways State Company, approved by the 
decision of the Supervisory Board of the Russian Highways State Company (Minutes of the meeting of the 
Supervisory Board No. 2 dated 25 November 2009 (with subsequent amendments and additions).

Supervisory Board of the State Company

The Supervisory Board is the supreme governing body of the State Company. The Supervisory Board carries out its 
activities on the basis of the Law on the State Company* and the Regulations on the Supervisory Board of the Russian 
Highways State Company.  The current version of the Provisions on the Supervisory Board of the Russian Highways State 
Company** can be found at: http://www.russianhighways.ru/about/supervisory_board/sovet.pdf. 
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* Federal Law No. 7-FZ dated 12 January 1996 “On Non-Profit Organizations”.

11) approves regulation of the State Company Audit Commission, decides on the appointment 
and early release of members of the Audit Commission and its chairman;

12) decides on State Company participation in Russian organizations, including in the charter 
capitals of business entities and other organizations, and determines the conditions for such 
participation, as well as taking decisions on the creation by the State Company of commercial 
and non-commercial organizations;

13) decides whether or not to enter into a transaction or several related transactions related 
to the acquisition, alienation or possible alienation of real property by the State Company, and 
also approves the commission of major transactions and transactions which are of interest;

14) determines the procedure by which the State Company may invest in foreign organizations;

15) appoints and dismisses members of the State Company Board to and from positions on the 
recommendation of the State Company Chairman of the Board;

16) approves regulation of State Company management;

17) concludes an employment contract with the State Company Chairman of the Board;

18) approves the procedure for appointing members of the State Company Scientific and 
Technical Council of the State Company; 

19) determines the procedure for using State Company profits;

20) approves the document regulating State Company procurement activities;

21) exercises other powers provided for by the legislation of the Russian Federation*.
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* Directive No. 649-r of the Government of the Russian Federation dated 12 April 2016 "On the Composition 
of the Supervisory Board of Russian Highways State Company".

The composition of the State Company Supervisory Board is approved by the Government of the 
Russian Federation for a period of four years*. The Supervisory Board consists of twelve members:

1) seven members upon the recommendation of the Government of the Russian Federation, 
including the Chairman of the State Company Supervisory Board and the Chairman of the State 
Company Board, who are members of the supervisory board of the State-owned company;

2) four members upon the recommendation of the Federal Assembly of the Russian Federation 
(two from the State Duma of the Federal Assembly of the Russian Federation and two from the 
Federation Council of the Federal Assembly of the Russian Federation); 

3) one member upon recommendation from the Accounts Chamber of the Russian Federation.

The current State Company Supervisory Board includes, among others, representatives of the 
Ministry of Transport of the Russian Federation, the Ministry of Economic Development of the 
Russian Federation, the Ministry of Finance of the Russian Federation. Representation by federal 
authorities in the composition of the State Company Supervisory Board indirectly ensures the 
approbation on the part of the state of decisions made by the State Company. 

Meetings of the State Company Supervisory Board are convened by its chairman or a member 
of the State Company Supervisory Board authorized by the chairman of the State Company 
Supervisory Board, a minimum of once every three months. The State Company Supervisory 
Board is authorized to take decisions if at least half of its members are present at its meeting, 
provided that all members of the Supervisory Board are notified of the time and place it is to be 
held. Decisions of the State Company Supervisory Board are taken by a simple majority of the 
total number of members of the State Company Supervisory Board present at the meeting, with 
each member of the State Company Supervisory Board having one vote. If the number of votes is 
equal, the voice of the Chairman of the State Company Supervisory Board is decisive.

An extraordinary meeting of the State Company Supervisory Board may be held upon the 
decision of its chairman, at the request of the audit commission of the State Company or an audit 
organization. 

The State Company Supervisory Board is entitled to take decisions without convening a meeting 
of the State Company Supervisory Board by holding an absentee vote.

Up-to-date information on the composition of the supervisory board can be found at: 
http://www.russianhighways.ru/about/supervisory_board/. 
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The State Company Board  

The State Company Board is the collective executive body of the State Company. 

The State Company Board operates on the basis of the Law on the State Company and the Regulation 
on the Board of the Russian Highways State Company*. The current version of the Regulation on the 
Russian Highways State Company Board can be found at:
http://www.russianhighways.ru/about/company_management/polozhenie_o_pravlenii.pdf.

The State Company Board is made up of the Chairman of the State Company Board, who is an 
appointed member of the State Company Board, and other members of the State Company 
Board. The State Company Board is managed by the Chairman of the State Company Board. 

Up-to-date information on the composition of the board of the State Company can be found at: 
http://www.russianhighways.ru/about/company_management/.

Members of the State Company Board are appointed to and dismissed from their position 
by the State Company Supervisory Board upon the recommendation of the Chairman of the 
State Company Board and work in the State Company full time. 

* Regulation No.4 (with subsequent amendments and additions) on the Russian Highways State Company 
Board approved by decision of the State Company Supervisory Board and dated 29 December 2009. 
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The State Company Board exercises the following powers: 

1. submits for approval to the Supervisory Board proposals on the main activities of the State 
Company for the next year and on the financial and economic indicators of said activities;

2. determines the position of the State Company on the activities of legal entities, the participant 
(shareholder) of which the State Company happens to be (with the exception of issues falling 
within the competence of the supervisory board); 

3. drafts a long-term programme of activities for the State Company and a State Company financial 
plan and presents them to the State Company Supervisory Board for approval;

4. approves the State Company securities prospectus;

5. prepares proposals on the establishment of State Company, on the opening of its representative 
offices, and on the establishment of commercial and non-profit organizations by the State 
Company;

6. prepares an annual report on the implementation of the State Company long-term activities 
programme and submits it to the State Company Supervisory Board of the State Company for 
approval;

7. approves the annual accounting statements of organizations established by the State Company; 

8. carries out the selection of an audit organization on a competitive basis; 

9. exercises other powers assigned to the State Company Board of Directors by the State Company 
Supervisory Board.

The Board of a State company is authorized to take decisions if at least two-thirds of its 
members are present at a meeting. Decisions of the Board of the State Company are taken by 
two thirds of the votes from the number of those present at the meeting.



28 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

Chairman of the State Company Board 

The Chairman of the State Company Board is the sole executive authority of the State Company 
and manages its activities. 

The Chairman of the Board is appointed and dismissed by the Government of the Russian 
Federation*. 

The Chairman of the State Company Board:

1) acts on behalf of the State Company and represents its interests without the power of 
attorney in relations with the federal authorities of state power, state authorities of the 
constituent entities of the Russian Federation, local governments, Russian, foreign, and 
international organizations;

2) heads the State Company Board and carries out decisions of the State Company Supervisory 
Board, and decisions of the State Company Board;

3) issues orders, directives, rules, instructions and regulations on State Company activities; 

4) presents the State Company financial plan to the State Company Supervisory Board for 
approval;

5) submits proposals for the placement of State Company equity securities and a draft decision 
on their issue (additional issue) to the State Company Supervisory Board;

6) signs determinations on the issue (additional issue) of State Company equity securities, and 
State Company prospectuses for securities on the basis of State Company Supervisory Board 
determinations and reports (notifications) on the results of their issue; 

7) approves directives to representatives of the State Company on the Boards of Directors 
(Supervisory Boards) of joint-stock companies whose shares are owned by the State Company;

8) appoints and dismisses his deputies who work full time for the State Company and may be 
members of the State Company Board;

9) assigns duties to his deputies;

10) approves the State Company staffing structure, determines the rules of the internal labour 
schedule (the rights and duties of State Company employees, and the amount and form of 
payment for their labour in accordance with the wage system approved by the State Company 
Supervisory Board);

* Directive No. 2290-p of the Government of the Russian Federation dated 21 December 2011 "On the 
Chairman of the Russian Highways State Company Board".
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11) approves the organizational structure of the State Company; 

12) submits proposals for the appointment and dismissal of members of the State Company 
Board to the State Company Supervisory Board; 

13) appoints and dismisses employees of the State Company in accordance with labour 
legislation; 

14) issues power of attorney, opens personal accounts in the Federal Treasury and other 
accounts with banks and other credit organizations in keeping with the legislation of the 
Russian Federation; 

15) approves regulation of the State Company Scientific and Technical Council and its 
membership;

16) takes decisions on the establishment of State Company branches, on the opening of its 
representative offices and approves regulation of the branches and representative offices in 
question;

17) submits an annual report on the implementation of the State Company long-term 
programme of activities to the State Company Supervisory Board;

18) takes decisions on other issues of State Company activities, with the exception of issues 
related to the powers of the State Company Supervisory Board, and the powers of the State 
Company Board.



30 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

The State Company Audit Commission 

The Audit Commission is established to carry out State Company financial and economic activities. 
The Audit Commission carries out its activities in keeping with the Law on the State Company and 
the Regulations on the State Company Audit Commission*. 

Decisions concerning the appointment of the chairman and other members of the Audit Commission 
of the State Company and the termination of their powers are taken by the supervisory board of 
the State Company. The term of office of the Chairman and other members of the State Company 
Audit Commission is to last no more than five years.

The scope of duties of the State Company Audit Commission includes: 

1) confirming the reliability of the data contained in the annual report on the implementation 
of State Company long-term programme of activities;

2) checking how effectively budget funds provided to the State Company are being used; 

3) checking how effectively State Company property is being used and identifying the causes 
of costs and losses not related to production;

4) verifying the implementation of measures to eliminate violations and deficiencies 
previously identified by the State Company Audit Commission; 

5) verifying the compliance of decisions on the financial and economic activities of the State 
Company taken by the State Company Supervisory Board, the Chairman of the State Company 
Board, the State Company Board, with the Law on the State Company and other regulatory 
legal acts of the Russian Federation;

6) monitoring how effectively State Company funds are being used;

7) monitoring the targeted use of State Company funds;

8) preparing recommendations for the State Company Supervisory Board and the State 
Company Board for the development of the State Company’s financial plan and its 
amendment;

9) carrying out other matters referred to the competence of the State Company Audit 
Commission by the Regulation on the State Company Audit Commission;

* Regulation No.4 (with subsequent amendments and additions) On the State Company Audit Commission 
approved by decision of the Russian Highways State Company Supervisory Board (Supervisory Board 
meeting minutes) dated 29 December 2009. 
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The State Company Scientific and Technical Council

The State Company Scientific and Technical Council is a permanent consultative authority 
established for the purposes of providing scientific, methodological, analytical and expert 
support of the State Company’s activities. The Scientific and Technical Council carries out its 
activities in keeping with the Law on the State Company and the Regulation on the Scientific and 
Technical Council of the State Company.

Since the establishment of the State Company Scientific and Technical Council, technical, 
environmental and information communication policies have been drawn up, technological and 
cost audits of a number of projects implemented by the State Company have been conducted, 
and key GOSTs and SRT regulatory documents for State Company activities have been reviewed.

M-3 Highway
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1.4.2. THE STRUCTURE OF THE STATE COMPANY 

The structure of the State Company includes a central office, as well as branches of the State 
Company and territorial offices. At present, two branches of the State Company have been 
established: the Voronezh branch and the Golitsino branch, as well as five territorial offices: the 
Kaluga Territorial Administration, the Rostov Territorial Administration, the Krasnodar Territorial 
Administration, the St. Petersburg Territorial Administration and the Tver Territorial Administration.

The responsibility of the branches and territorial offices of the State Company includes monitoring 
progress made in construction, reconstruction and operation of highways transferred to the trust 
management of the State Company, as well as other functions related to the organization of the 
State Company for the construction and reconstruction of highways and their operation. 

M-4 Highway
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1.4.2.1. THE AVTODOR GROUP OF COMPANIES

The Avtodor Group of Companies is presented in the chart below. 

Avtodor State Company Chart

Avtodor-Invest LLC

Avtodor-Trading 
Platform LLC

Avtodor-Engineering
LLC

Avtodor-Toll Roads LLC

Avtodor-Telecom JSC

Russian Highways 
State Company

UK Avtodor LLC

Transport	Рassage	
across Kerchensky 

Straight JSC
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Avtodor-Toll Roads LLC

The company serves as operator for the km 21–km 221 toll sections of the M-4 Don Federal 
Highway and for a unified network of electronic means of travel registration (transponders, smart 
cards) on all paid sections of the M-4 Don Federal Highway, for the km 258–km 334 toll section 
(bypassing Vyshny Volochyok) of the M-11 Moscow–St. Petersburg Highway and for the km 124–
km 173 toll section of the M-3 Ukraine Federal Highway.

The main functions of Avtodor-Toll Roads LLC are:

1) collecting fees and prepayments for the State Company;

2) maintaining equipment located at toll plazas; 

3) monitoring finances and recording toll transit;

4) maintaining a unified information centre for users of the M-4 Don Federal Highway, 
of the km 258 km 334 toll section (bypassing Vyshny Volochyok) of the M-11 Moscow–
St. Petersburg Highway, and of the Km 124–km 173 toll section of the M-3 Ukraine Federal 
Highway;

5) distributing electronic means of travel registration;

6) maintaining user accounts;

7) seeing to the integrated arrangement of toll sections and Toll plazas*;

8) providing emergency commissioner services**.

For more information on the activities of Avtodor-Paid Roads LLC, please visit the company’s official 
website at: https://avtodor-tr.ru.

* Integrated highway arrangement calls for the construction of toll plazas and the provision of said plazas 
with the necessary equipment, as well as the construction of an automated traffic management system 
(ATMS) and the provision of said system with the necessary equipment.

** Emergency commissioners assist the road user in the event of a variety of emergencies, including 
moving vehicles to the nearest parking lot, assisting in minor vehicle repairs, providing first aid to victims 
of road accidents and so on. 



35SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS STATE COMPANY

Avtodor-Invest LLC

The company was created for the purpose of providing integrated support of public-private 
partnership projects at every stage of their life cycle, from that of preliminary project study to that 
of financial closure.

Avtodor-Invest LLC can boast the largest team on the market for integrated infrastructure project 
support, and is also market leader in the number and cost of PPP projects that have reached the 
stage of financial closure and are actively being implemented.

The company has partner relations with financial organizations (commercial banks, development 
banks, international financing organizations), closely cooperates with Russian and foreign 
investors, industrial groups and industrial companies, and skilfully nurtures relations with 
government authorities. 

Avtodor-Invest LLC’s main activities include: 

• providing financial and economic support to investment projects, such as financial and 
economic structuring of investment projects, preparing a financial and economic feasibility 
studies (business plans, financial modelling, financial model auditing), providing financial 
closure to projects (ensuring the attraction of private financing);

• providing legal support of investment projects, including carrying out project due diligence, 
legal structuring of investment projects, development of concession and long-term investment 
agreements, competitive documentation, and comprehensive support of tenders;

• providing IR and marketing support, such as interacting with public authorities, investors, 
experts, marketing concession and investment projects, developing investment 
memorandums, and organizing public events;

• carrying out other functions.

More detailed information about the activities of Avtodor-Invest LLC can be found on the official 
company website at: http://avtodor-invest.com/.

Avtodor-Trading Platform LLC

Avtodor-Trading Platform LLC’s main purpose if is to provide services for the interaction of consumers 
and sellers as part of an electronic trading platform.

More detailed information about the activities of Avtodor-Trading Platform LLC can be obtained from 
the official company website at: https://etp-avtodor.ru/.
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Avtodor-Engineering LLC

Avtodor-Engineering LLC’s main activities include: 

• monitoring construction, reconstruction, integration, and major and minor highway repair; 

• carrying out diagnostics and inspection of highways and artificial structures, estimation of the 
residual resource of road structures, and integrated dynamic monitoring of road sections; 

• preparing design documentation for the construction, reconstruction, complex arrangement, 
overhaul and repair of road facilities through the use of information modelling technologies; 

• rendering expert services for the integrated support of project documentation preparation; 

• developing technical regulation documents for road facilities;

• other functions. 

More detailed information about the activities of Avtodor-Engineering LLC can be found on the 
official company website at: http://avtodor-eng.ru/.

Avtodor-Telecom JSC

The company specializes in the field of system integration and the provision of information 
communication services.

Avtodor Engineering LLC’s main activities include:

• providing road users with information and telecommunications services integrated into a 
unified infrastructure;

• developing and implementing original solutions, including software solutions, hardware 
component solutions and integrated solutions;

• participating in the development and implementation of regulatory and technical and 
regulatory documents in the field of information communication;

• other functions.

More detailed information about the activities of JSC Avtodor-Telecom can be found on the official 
company website at: http://автодортелеком.рф.
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M-1 Highway
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1.5. STATE COMPANY PROPERTY

State Company property (with the exception of cash, financial assets, 
company accounts payable or accounts receivable, which are discussed 
in the section on company financing) can be divided into different groups:

(а) proprietary assets of the State Company, as well as property 
leased by the State Company for conducting administrative and 
economic activities;

(b) property transferred to the State Company by the Russian 
Federation for trust management; 

(c) land plots required for the operation of property in trust 
management with the State Company and granted to it by the 
Russian Federation for lease.

Assets included in the first group (group a) are few and form, relatively 
speaking, the basis of the economic life of the State Company. These 
include furniture on the balance of the organization, office equipment, 
materials, software, etc. These assets are transferable, and the State 
company disposes of them at its own discretion.

Property belonging to the second and third groups (groups b and c) 
forms the basis of the company’s production activities. These include 
all those transferred to the trust management of the State Company 
and the Federal Highways being built by the State Company included 
in the list approved by the Government of the Russian Federation. The 
composition of such highways includes both the road itself as well as the 
road structures, buildings, etc. that go into making it up. 

These assets are not property of the State Company itself. They remain 
the property of the Russian State. The State Company exercises the 
authority in the management of this property in a manner strictly defined 
by the law. It should be noted that the powers of the State Company to 
dispose of such property are significantly limited: 

Any transactions connected with the alienation or the possibility of 
alienation of property under trust management are prohibited, and in 
the case they are concluded shall be considered null and void, and the 
corresponding property cannot be recovered.

THE STATE COMPANY’S SPECIAL 

STATUS AND ROLE IN THE ROAD 

SYSTEM ARE REFLECTED IN THE 

LEGAL STATUS OF THE PROPERTY 

IT OWNS AND THE MECHANISMS 

FOR ITS DISPOSAL.
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Thus, the pledge or transfer of such property in any other way violates the requirements of the Law. The special status of 
the property is also reflected in the fact that it is subject to separate accounting. The same strict regulation extends to the 
right to lease land plots on which the property located in trust is located, since they form a single whole with the road.

The conclusion of a concession or investment agreement in respect to property of this kind does not change the status of 
the property; the rules concerning the impossibility of its alienation or foreclosure continue to apply. 

For reference: The above-mentioned does not rule out the possibility of pledging the rights of the concessionaire 
under a concession contract and/or sublease rights on sublease contracts concluded under the 
concession contract. Pledges of this sort will have as their subject not the property of the road, but 
derivative rights of the concessionaire under the agreement. 
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Next, we will examine the State Company’s legal model and some of the peculiarities of trust 
management carried out by the State Company in a little more detail, as well as looking at the 
procedure for assigning the State Company property of this sort.

Prior to the establishment of the State Company, the legal regulation of trust management was 
carried out in keeping with the provisions of the Civil Code of the Russian Federation. It contains 
Chapter 53, which deals with a trust management agreement that reflects the lawmaker’s attempt 
to introduce into Russian civil law a mechanism similar to that of the Anglo-Saxon legal family.

Under the trust management agreement, one party (the founder of the management) transfers 
property to the other party (the trustee) for a certain period of time under trust management, 
and the other party undertakes to manage this property in the interests of the founder of the 
management or the person specified by it (the beneficiary)*.

*Article 1012 of the Civil Code of the Russian Federation No. 14-FZ dated 26 January 1996.
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Faced with the necessity of defining a legal mechanism for assigning the State Company property 
that was subject to infrastructure development, i.e. parts of high-speed federal roads, the 
mechanism of trust management was recognized as the most expedient, in as much as it could be 
applied when making individual, practically cosmetic amendments to the existing text of the Civil 
Code of the Russian Federation.

Furthermore, the special features of trust management of roads of this sort could be established 
by industry-specific legislation on road activity and the Law on the State Company itself.

In accordance with the Law on the State Company, the Russian Federation was recognized as 
the founder of the trust management. The powers of the founder of the trust management are 
exercised by the Ministry of Transport of the Russian Federation. 

Objects of trust management include:

• public highways of federal significance transferred to the trust management; 

• highways, the organization of construction and reconstruction of which is carried out by 
the State Company, including structural elements of highways – roadway, road surface and 
similar elements, road structures that constitute a technological component of the road 
(protective road structures, artificial road structures, production facilities, highways), and 
with the exception of State Company land plots.

The purpose of highway trust management is the provision by the State Company of state services 
and the enacting of other powers in the field of road facilities through the use of federal property 
on the basis of trust management as well as the maintenance of the State Company road network 
in proper condition and seeing to its development, increasing its capacity, ensuring movement 
along it, improving the quality of services provided to State Company highway users, developing 
road service facilities located within the boundaries of the State Company easement and roadside 
lanes, among other related actions in the development of highways and improvement of their 
transport and operational condition.

Trust management is established on the basis of the Law on the State Company. When transferring 
highways to the trust management of the State Company, the conclusion of a trust management 
agreement is not required.

The State Company concludes agreements involving the transfer of property to trust management 
on its own behalf, and in the conclusion of such agreements, the State Company is obliged to 
indicate that it is acting as a trustee. However, in order to fulfil this condition, it is sufficient to 
indicate the Law on the State Company in the text of the relevant transaction.
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1) it exercises owner’s rights in respect to highways;

2) it provides for the collection of tolls from vehicles on public roads of 
federal significance*;

3) it levies payment from owners of heavy and (or) large-sized vehicles 
travelling on State Company highways as a form of reimbursement for 
damage caused by these vehicles to the highways; 

4) it concludes civil-law contracts for the purpose of performing work on 
the design, construction, and reconstruction of major and minor repair 
and maintenance of highways;

5) it carries out activities aimed at attracting financing and putting the 
financing to use;

6) it performs transactions on the transfer of State Company highways to 
the temporary possession and use of State Company toll road operators 
in the established order;

7) it carries out activities aimed at improving State Company highways.

* In accordance with Clause 4.2, Part 2 of Article 146 of the Tax Code of the 
Russian Federation No. 117-FZ dated 5 August 2000 the revenue from the 
collection of tolls from vehicles on State Company highways that is put at the 
disposal of the State Company is not subject to VAT.

These powers make it possible for the State Company to fully manage 
the highway property entrusted to it. However, as mentioned above, 
State Company implementation of highway trust management is also 
significantly limited:

• the State Company may not alienate highways when carrying out 
trust management activities;

• highways under State Company trust management cannot be 
recovered. 

WHEN IMPLEMENTING HIGHWAY 

TRUST MANAGEMENT, THE 

STATE COMPANY EXERCISES THE 

FOLLOWING RIGHTS:
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The Law on the State Company also contains another provision that defines the boundaries of its independence when 
structuring transactions related to highway trust management (Part 1, Article 31):

• The State Company has no right to authorize another person to perform actions on his (the other person’s) behalf 
related to the implementation of trust management activities.

This provision was established for the purpose of limiting the subsequent delegation to the powers of the trustee to third 
parties that would replace the company and dissipate its responsibility to the Russian Federation. However, read non-
systematically, it creates the impression of imposing a ban on the State Company’s entrusting third parties to carry out 
activities or actions in one way or another related to trust management (for example, collecting tolls for passage on State 
Company highways).

State Company experience, however, has confirmed the need for and the correctness of the systemic interpretation. 
One type of agreement concluded by the State Company, including those related to investment commitments, are O&M 
contracts. As a part of these contracts, the operator of a toll road, acting on behalf of and essentially as an agent of the State 
Company, collects the fare on its behalf and receives the reward due as a result.

* The legal basis for these approaches to the legal structuring of Russian Highways State Company projects 
can be found in the provisions of Federal Law No. 257-FZ dated 8 November 2007 "On Roads and Road 
Activities in the Russian Federation and on Amending Certain Legislative Acts of the Russian Federation" 
(p.1, 2, 4–5, a.40), and Federal Law No. 145-FZ dated 17 July 2009 "On the Russian Highways State Company 
and on the introduction of amendments to certain legislative acts of the Russian Federation" (Clause 6, 
Article 2, item 3, part 2, part 14).

These regulations do not allow for the consideration of highways and their property as objects that could be used for the 
implementation of investment projects, for example, by transferring them as collateral. In spite of the fact that the land 
plots on which the highways are located are not named as property in the trust, and they are made available through 
the right of lease, their alienation, and accordingly use as collateral and other security transactions, as mentioned above, 
are impossible. 

This does not apply to the rights of the concessionaire that result from the concession transaction (the pledge of rights 
under the concession contract, the pledge of sublease rights), which is successfully used as part of the concession 
projects being implemented.

For reference: in accordance with a concession agreement calling for the direct collection of fees, the concession 
operator collects toll fare on its own behalf and in its own favour; in accordance with concession 
agreements calling for concession grantor payment, toll collection is carried out in favour of the 
concession grantor, and the relevant funds are considered revenue from the State Company trust 
management*.
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1.5.1. SPECIAL FEATURES OF TRANSFERS TO STATE HIGHWAY COMPANY FOR TRUST 

MANAGEMENT 

* A list of public highways of federal significance subject to initial transfer to the trust management of the 
Russian Highways State Company as well as the terms of said transfer approved by Decree No. 2133-r of 
the Government of the Russian Federation dated 30 December 2009.

The initial transfer of highways to State Company trust management is carried out by the Federal 
Road Agency of the Ministry of Transport of the Russian Federation in accordance with the list of 
public highways of federal significance that are subject to initial transfer to the trust management 
of State Company trust management*. 

In keeping with this list, the following highways were transferred to State Company trust 
management in 2010:

− the M-4 Don from Moscow via Voronezh − Rostov-on-Don − Krasnodar to Novorossiysk;

− the M-1 Belarus from Moscow to the Republic of Belarus (to Minsk, Brest) border.

The highways indicated were transferred to State Company trust management under Transfer 
Deed No. 1-GK/2-PA dated 30 April 2010 (for the M-1 Belarus Highway) and N 2-GK/- PA dated 30 
April 2010 (with respect to the M-4 Don Federal Highway). From the date the transfer deeds were 
signed, the State Company gained the right of trust management in respect of these highways.

Other highways were subsequently transferred to State Company trust management.

The following are transferred to the State Company for trust management:

• public highways of federal significance already in existence at the time of the State Company’s 
establishment;

• highways, the organization of construction and reconstruction of which is carried out by 
the State Company, including structural elements of highways (roadway, road surface and 
similar elements) and road structures that constitute a technical component of the road 
(protective road structures, artificial road structures, production facilities, highways), and 
with the exception of land plots of the State Company. 
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At the present time, in accordance with the list of public highways of federal significance to be 
transferred to State Company, the following are under State Company trust management:

− the M-3 Ukraine Moscow–Kaluga–Bryansk border with Ukraine highway;

−  the high-speed M-11 Moscow–St. Petersburg Highway currently under construction;

− the Central Ring Road currently under construction;

− the A 107 Moscow Small Ring Iksha–Noginsk–Bronnitsy–Golitsyno–Istra–Iksha from km 2 + 
038 from the border of the Naro-Fominsk Municipal District towards federal public highway 
M-3 Ukraine–Moscow–Kaluga–Bryansk– border with Ukraine to federal public highway M-10 
Russia–Moscow–Tver–Veliky Novgorod–St. Petersburg*.

* A list of public roads of federal significance to be transferred to Russian Highways State Company trust 
management approved by Decree No. 1178-r of the Government of the Russian Federation dated 7 July 2011.

The highways, the organization of construction and reconstruction of which is carried out by the 
State Company, are considered transferred to State Company trust management from the date 
the specified highways (the sections of said highways) are put into operation. 

State registration of the right of federal ownership is not required for highways of this sort for 
them to be transferred to State Company trust management.

The transfer of highways to State Company trust management is not subject to state registration.
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Thus, the State Company is provided with leases for land plots that are 
federally owned or in unrestricted state ownership:

− land plots within the boundaries of the easement and roadside 
lanes of highways transferred to State Company trust management;

− land plots upon which construction or reconstruction of State 
Company highways and related infrastructure is planned;

− land plots necessary for State Company execution of the powers of 
the concession grantor in regards to agreements that have been and 
are being concluded.

The legal structuring of concessions in which the State Company is 
participating leads to the following peculiarity: a land plot is granted to 
the concessionaire not on the basis of a lease, as it follows textually from 
the provisions of the Law on concessions, but through the conclusion 
of a sublease contract. This particular feature does not give rise to any 
practical difficulties for the successful implementation of concessions.

FOR THE STATE COMPANY A 

SPECIAL EXEMPTION HAS BEEN 

MADE FROM THE GENERAL 

PROCEDURE FOR THE PROVISION 

OF LAND PLOTS, WHICH IS 

USUALLY CARRIED OUT BY MEANS 

OF TENDERS: THE RELEVANT 

PLOTS ARE PROVIDED WITHOUT 

TENDERS BEING CARRIED OUT. 

Along with the roads, project documentation, the results of engineering surveys, and the rights to the results of the 
intellectual activities necessary for the exploitation and development of such roads were also transferred to the State 
Company.

The transfer of highways to State Company trust management raised the issue of its being granted rights in respect to the 
land plots on which the roads were located.
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Confiscation into federal ownership of the land plots required for the construction/reconstruction 
of the highway is carried out on the basis of documentation developed for the planning of 
the territory and requires a rather lengthy period of time (from 1 year or more). The highway 
easement plots are subject to confiscation and subsequent State Company leasing. The term 
“easement” refers to land plots (irrespective of the land category), which are intended to 
accommodate the structural elements of a highway and road structures. That is, these land 
plots are occupied directly by the road and its structures. Road service sites may be located on 
sections of the easement or on the adjacent roadside strip. Generally, sections of the roadside 
strip are not subject to seizure in favour of the State Company or, in the case of concession 
project implementation, to the concessionaire.

For reference:
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1.6. THE FINANCIAL BASIS FOR STATE COMPANY ACTIVITIES

ONE OF THE MAIN SOURCES 

OF FINANCING FOR THE STATE 

COMPANY’S ACTIVITIES IS 

SUBSIDIES ALLOCATED FROM THE 

FEDERAL BUDGET:

subsidies for the organization of highway construction and reconstruction, 
subsidies for the implementation of highway trust management 
(including the operation of highways), and property contributions for the 
implementation of its own activities. 

A special role in financing state-financed investment projects is also 
played by funds from state foundations (including the National Wealth 
Fund), attracted by its paid and repayable basis in accordance with 
resolutions of the Government of the Russian Federation.

A key role in project financing is also played by extra-budgetary 
investments attracted from within the market, including direct borrowings 
made by the State Company on the debt market, and private investments 
made under concession contracts and other PPP agreements (personal 
and borrowed).

With the development and expansion of State Company activities and 
the start of the operational stage of the projects being implemented, 
revenues from toll collection and other revenues and proceeds from 
trust management activities are becoming increasingly important for 
securing financing for activities.

The wide range of financing tools in place demands special attention to 
ensure the targeted nature of expenditure, the financial stability of the 
State Company and the fulfilment of its obligations. For more convenient 
understanding and analysis of the sources of support that exist for State 
Company activities, established by the Law on the State Company, and 
State Company revenue spending areas, we would like to present them 
in the form of the table below.
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Sources of financial support for activities and areas of expenditure

SOURCES OF FINANCIAL SUPPORT
AREAS OF EXPENDITURE

A B C D F

1. FUNDS ASSOCIATED WITH TRUST MANAGEMENT

1.1 Subsidies from the federal budget for the organization of 
construction and reconstruction ✓ ✓ * ✓

1.2 Subsidies from the federal budget for the implementation of 
trust management activities ✓ ✓ * ✓

1.3 Income from toll collection ✓ ✓ ✓ ✓

1.4 Other income and income from the trust management 
(payment for damages, real estate rental, etc.) ✓ ✓ ✓ ✓

2. FUNDS FROM INTERNAL ACTIVITIES

2.1 Property contributions made by the Russian Federation 
(subsidy) ✓ ✓

2.2 Remuneration for the implementation of trust management 
activities ✓ ✓ ✓ ✓ ✓

2.3 Income from sublease of land plots, from participation in 
commercial organizations and from other activities ✓ ✓ ✓ ✓ ✓

2.4 Voluntary donations and contributions ✓ ✓ ✓ ✓ ✓

3. EXTRA-BUDGETARY FUNDING RAISED

3.1 Direct borrowing: bonded loans (including from the National 
Welfare Fund), loans ✓ ✓ ✓ ✓ ✓

3.2 Private investment financing under concession contracts 
and other PPP agreements (long-term investment, O&M, pre-
investment, equity financing, others) Direct borrowing: placement 
of bonded loans (including National Wealth Fund), loans

✓ ✓ ✓

3.3 Contributions to the capital of special company project ✓ ✓ ✓

A. Design, construction, and reconstruction (including land redemption)

B. Overhaul, repair and maintenance, operator activities, and other trust management activities 

C. Maintenance and return of investments

D. Land plot rental and cadastral work

F. Internal activities

✓ * In cases especially provided for by the Programme

LEGEND:
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1.6.1. ASSETS RELATED TO TRUST MANAGEMENT

* Norms related to costs for the overhaul, repair and maintenance of highways of federal importance are 
established by Decree No. 658 of the Government of the Russian Federation dated 30 May 2017 "On the 
standards of financial costs and the rules for calculating the amount of budgetary appropriations of the 
federal budget for major and minor repairs, and the maintenance of highways of federal significance"; 

** See Federal Law No. 415-FZ dated 19 December 2016 "On the Federal Budget for 2017 and the Planning 
Period of 2018 and 2019".

Financial support for State Company activities at the expense of funds associated with 
trust management is provided through:

1) subsidies received from the federal budget for the implementation of State Company 
trust management activities;

2) subsidies received from the federal budget for the implementation of activities for the 
organization of construction and reconstruction of State Company highways;

 3) income from State Company activities connected to the trust management of State 
Company highways;

 4) other receipts from operations related to the trust management of State Company 
highways. 

Subsidies received from the federal budget for trust management activities

Provided is made in the federal budget for major and minor repairs and maintenance of highways 
in the form of subsidies, which are determined on the basis of the norms of monetary costs for 
the overhaul, repair and maintenance of highways of federal significance*. Subsidy amounts are 
determined by the federal law on the federal budget for the relevant financial year and by taking 
into account the planned State Company revenues from the trust management of State Company 
highways and the State Company’s Programme of Activities**. 

The specified subsidies are granted in accordance with the agreement on granting subsidies to 
the State company for carrying out trust management activities concluded between the Ministry 
of Transport of the Russian Federation and the State Company.



51SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS STATE COMPANY

Subsidies received from the federal budget for the implementation of State Company highway 
construction and reconstruction organization activities

Subsidies are provided from the federal budget for spending on the design, construction and 
reconstruction of State Company highways, the fulfilment by the State Company of the functions 
of the project owner, the redemption of land and other real estate confiscated for reconstruction 
and construction and other real estate for the reconstruction and construction, including payment 
of the redemption price of confiscated land plots and other real estate objects and payment of 
losses to their right holders, for the financing of cadastral work, etc. The amount of these subsidies 
is also determined by the federal law on the federal budget for the corresponding financial year 
and the Programme of State Company activities. 

Revenue from State Company highway trust management activities

Revenue from trust management activities come mainly from the collection of tolls on State 
Company highways (with the exception of revenue from toll collection that remains at the disposal 
of the concessionaire in accordance with the concession contracts concluded) and by charging a 
fee in the form of compensation from owners of heavy and (or) large-sized vehicles for damage 
caused by these vehicles to State Company highways. 

Revenue from State Company trust management activity can be spent both on the implementation 
of trust management activities and on other goals in accordance with State Company programme 
documents and by decision of the State Company supervisory board.
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1) carrying out project owner functions for major and minor repair 
and maintenance of State Company highways;

2) operating State Company highways, in particular through the 
organization of vehicle movement (including traffic management and 
traffic management) on State Company highways and assurance of 
their compliance with legislative requirements as well as the good 
quality of service (comfort, safety, speed) provided to users, and the 
implementation of measures to ensure highway integrity; 

3) collecting tolls for passage from State Company highway users;

4) collecting tolls as compensation from owners of heavy and (or) 
large-sized vehicles travelling on State Company highways for damage 
caused by said vehicles to State Company highways;

5) concluding concession contracts with respect to State Company 
highways;

6) implementing measures to assess State Company highway 
transport and operational compliance with technical regulations, as 
well as the organization of accounting for the volume of vehicle travel 
on State Company highways;

7) managing investment projects in the established area of State 
Company activities, including those carried out in keeping with the 
principles of a public-private partnership;

8) ensuring the receipt of income related to the performance of 
activities provided for in this part (hereinafter – income from State 
Company highways trust management activities);

9) other State Company activities related to State Company highways 
trust management activity.

STATE COMPANY TRUST 

MANAGEMENT ACTIVITIES 

INCLUDE THE FOLLOWING:
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1.6.2. FUNDS ASSOCIATED WITH STATE COMPANY INTERNAL ACTIVITIES

1) property contributions made by the Russian Federation;

2) State Company remuneration for the implementation of highway trust management 
activities;

3) income from State Company participation in commercial organizations; 

4) income from the sublease of State Company land plots;

5) voluntary donations and voluntary contributions;

6) other sources not prohibited by law.

Funds associated 
with the State 
Company internal 
activities originate 
from:

Property 
contributions 
made by 
the Russian 
Federation

State Company 
remuneration for 
the performance 
of trust 
management 
activities

Income from 
State Company 
participation 
in commercial 
organizations and 
other activities

Property contributions made by the Russian Federation are provided to the State Company in 
the form of subsidies. The size of the property contribution is determined by the Government 
of the Russian Federation. 

A property fee is paid to the State Company both for maintenance and for compensation 
of expenses related to payment of rent for State Company land plots and other expenses 
related to State Company economic activities.

Payment of remuneration to the State Company for highway trust management is carried out 
following review of the long-term State Company Programme of activities implementation 
report and based on the achievement of target indicators of the Programme. The decision 
regarding the payment of remuneration to the State Company and its amount is taken by the 
Ministry of Transport of the Russian Federation.

The state company has the right to receive: dividends in connection with participation in the 
authorized (share) capital of other organizations as well as in the form of the value of property 
received upon leaving the company or in the liquidation of the organization, and income from 
subletting State Company land plots and other income.

The procedure for using these revenues to ensure the achievement of the State Company 
objectives is determined while taking into account the decision of the Supervisory Board.
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1) Direct borrowing, including:

• State Company issued bonded loans;

• bank loans;

• other forms of direct borrowing provided by funding organizations.

2) Extra-budgetary financing, attracted to State Company projects 
by private investors (private and borrowed funds from investors, 
institutional investors’ funds) as part of: 
• concession contracts;

• long-term investment agreements;

• O&M contracts;

• investment agreements on the implementation of the pre-project 
stage, the development of project documentation (including financial 
and economic feasibility, a business plan), project documentation 
and land management documentation for public tenders for the right 
to conclude concession and investment agreements;

• agreement on the joint financing of projects.

3) Attracting investors to the capital of special project companies.

State Company activity financing can be carried out on the basis of 
agreements with domestic and foreign credit organizations, including by 
means of agreements related to joint financial support of highway sector 
investment projects, as a result of the State Company’s foreign economic 
activities, attracting foreign investments and borrowing through the 
issuance and placement of valuable securities, including beyond the 
Russian Federation. 

The procedure for utilizing State Company financing is approved by the 
State Company Supervisory Board. 

By means of funds raised by through financing, the State Company is 
entitled to carry out activities related to the organization of construction 
and reconstruction of highways as well as activities for highway trust 
management and activities not related to highway trust management.

The fulfilment of State Company obligations in connection to raising 
financing can be carried out by, among other things: 

• income from trust management;

• income from internal State Company activities;

• federal budget subsidies in cases directly provided for by the 
Programme; 

• other sources provided for by current legislation.

1.6.3. EXTRA-BUDGETARY FINANCING

THE STATE COMPANY MAKES 

USE OF THE FOLLOWING TOOLS 

TO ATTRACT EXTRA-BUDGETARY 

FUNDING:
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Information on ensuring the fulfilment of State Company financial obligations in relation to the 
servicing and refund of funds raised by extra-budgetary funding is contained in the State Company 
Programme of activities. This document also contains indicators for servicing debt financing 
raised directly by the State Company (the planned amount of interest rates on loans and the size 
of coupon payments on bonded loans), which are refined annually with allowances made for the 
refinancing rate of the Central Bank of the Russian Federation and the level of inflation. 

The raising of extra-budgetary funding through the implementation of concession and investment 
agreements and other PPP agreements will be discussed below. 

M-4 Highway
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The State Company financial plan determines and specifies State Company activities for the 
relevant fiscal year and/or in the midterm based on funds associated with the trust management, 
funds related to the Company’s own activities, and financing that has been raised, and makes 
provision for the amount of these funds necessary for the implementation of such activity. The 
State Company financial plan provides for achievement of the Programme indicators set for the 
relevant year and, accordingly, is formed on the basis of the State Company’s Activity Programme 
and on the basis of the federal law on the federal budget for the relevant fiscal year. 

The State Company financial plan draft is developed by the State Company board and is presented 
by the chairman of the State Company board for approval by the supervisory board and approved 
by the State Company supervisory board. Indicators of the effectiveness of the execution of the 
State Company financial plan are subject to mandatory inclusion in the annual report on the 
implementation of the programme of long-term State Company activities.

The determination concerning the effectiveness of the execution of the State Company financial 
plan is approved by the Ministry of Transport of the Russian Federation. 

1.6.4. THE STATE COMPANY FINANCIAL PLAN
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As a part of this function, the State Company, as follows from Article 6 of 
Law No. 145-FZ:

☑	carries out the powers of the concession grantor and concludes 
concession contracts in accordance with Federal Law No. 115-FZ dated 
21 July 2005 "On Concession Agreements" (hereinafter – the Law on 
Concession Agreements), for which there is a direct decree in Clause 
1, Article 5 of the Law on concession agreements; 

☑	serves as the developer in the design, implementation of engineering 
surveys, construction and reconstruction of State Company highways; 

☑	serves as the contract owner when repairing and maintaining roads;

☑	prepares documentation for territory planning for the purpose of 
locating State Company highways;

☑	carries out the reservation and confiscation of land for the purpose 
of arranging State Company highways;

☑	provides cadastral work in relation to confiscated land and real 
estate;

☑	carries out the actions directed towards the cadastral registration of 
confiscated plots and objects of real estate on the cadastral account;

☑	makes appeals on behalf of the Russian Federation with applications 
for state registration of federal property rights for confiscated land 
and real estate.

Based on the foregoing, the road construction and reconstruction 
activities of the State Company can be divided into the following groups:

1) construction, reconstruction and subsequent operation of 
highways by means of PPP mechanisms;

2) construction and reconstruction of roads through the conclusion 
of a standard contractor agreement;

3) preparatory activities related to the registration of land relations.

1.7. CONSTRUCTION AND RECONSTRUCTION ACTIVITIES

ONE OF THE MAIN ACTIVITIES 

OF THE STATE COMPANY 

IS THE ORGANIZATION 

OF CONSTRUCTION AND 

RECONSTRUCTION OF ROADS, 

TRANSFERRED OR BEING 

TRANSFERRED TO IT FOR TRUST 

MANAGEMENT.
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− the implementation of concession projects (involving extra-budgetary 
financing of over 20% of the total volume of capital investments in the 
construction/reconstruction of the highway);

− the implementation of projects on the basis of long-term investment 
agreements (involving extra-budgetary financing below 20% of total 
capital investments), the conclusion of which, along with joint-venture 
agreements and participatory construction agreements, is attributed to 
the powers of the State Company in accordance with sub-clause 19 clause 
4 article 6 of Law No. 145-FZ; 

− the implementation of investment projects using a corporate form of 
public-private partnership (the possibility of creating which is directly 
stipulated in point 2 of article 5 of Law No. 145-FZ)*.

Acting as concession grantor, the State Company conducts concession 
tenders in accordance with the provisions of the Law on Concession 
Agreements, as well as tenders for the right to conclude long-term 
investment agreements in accordance with the requirements of the 
Procedure for Procurement.

At the same time, the State Company is also entitled to fully or partially 
perform the functions of a road operator independently in concession 
projects.

1.7.1. CONSTRUCTION, RECONSTRUCTION AND SUBSEQUENT OPERATION OF HIGHWAYS 

USING PPP MECHANISMS

INVESTMENT PROJECT 

MANAGEMENT IS A KEY AREA OF 

STATE COMPANY ACTIVITY AND 

INCLUDES:

* Paragraph 2 of article 5 of Law No. 145-FZ: "Creation by the State Company 
of commercial organizations or participation of the State Company in the 
authorized capitals of commercial organizations at the expense of the property 
of the State Company can be carried out only for the purposes of:

1) the implementation of investment projects that are consistent with the 
objectives of the State Company and involve the attraction of third-party 
investments;

2) the implementation of investment projects that are consistent with 
the objectives of the State Company and related to construction, with the 
reconstruction, major repairs and maintenance of road service facilities within 
the boundaries of the easement and roadside lanes of the State Company;

3) the fulfillment of the obligations of the Russian Federation arising from 
international agreements of the Russian Federation in the area of road facilities;

4) the implementation of activities aimed at achieving the goals of the 
establishment of the State Company." 
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The concession grantor’s powers are exercised by the State Company in relation to
(а)	the	following	federal	roads:

☑ highways, the organization of construction or reconstruction of which is carried out on the 
basis of concession contracts concluded by the State Company;

☑ highways that have been transferred to State Company trust management and in regards 
to which the Government of the Russian Federation has decided to conclude a concession 
contracts;

☑ highways in relation to which, prior to the coming into effect of the present Federal Law, 
decisions were adopted by the Government of the Russian Federation on the concluding of 
concession contracts.

Likewise, in regards to  
(b) the following protective road structures and artificial road structures:

☑ protective road structures and artificial road structures, the organization of construction 
or reconstruction of which is carried out on the basis of concession contracts concluded 
by the State Company; 

☑ protective road structures and artificial road structures that have been transferred to 
State Company trust management and in regards to which the Government of the Russian 
Federation has decided to conclude a concession contracts;

☑ protective road structures and artificial road structures in relation to which, prior to 
the coming into effect of this Federal Law, decisions were adopted the Government of the 
Russian Federation on the concluding of concession contracts. 
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Acting as developer / project owner for the design, construction, reconstruction, repair and 
maintenance of highways, the State Company concludes various civil law contracts, including 
standard contractual agreements and EPC contracts.

The selection of contractors is carried out in strict compliance with competitive procedures 
stipulated in the Procedure for Procurement (for more detail about the procurement procedure, 
see section 1.10 below).

It should be noted that the State Company applies the standard contractor agreement to a very 
limited extent. In particular, such a mechanism is possible for on-site objects (as a separate 
decoupling, toll-free road) and is only used when it is impossible to apply a public–private 
partnership.

1.7.2. CONSTRUCTION AND RECONSTRUCTION OF HIGHWAYS THROUGH THE CONCLUSION OF 

A STANDARD CONTRACTOR AGREEMENT

M-1 Highway
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When implementing investment and construction projects, the risks 
associated with the registration of land required for the construction of 
highways traditionally lie with the public partner.

Acting as the representative of the Russian Federation and exercising 
the powers of the concession grantor, the State Company ensures the 
confiscation of the land plots necessary for the construction of highways, 
their subsequent transfer to the land of transport, and if necessary, the 
alteration of their permitted use, as well as their registration under the 
right of federal property.

☑	 land plots located within the boundaries of the easement and 
roadside lanes of the State Company; 

☑	land plots intended for allocation in accordance with the present 
Federal Law of highways, activities for the organization of construction 
or reconstruction of which are carried out by the State Company, 
objects intended for road activity, road service facilities, other major 
construction projects, installation of advertising structures within 
the planned easement boundaries and roadside lanes of highways 
of this sort; 

☑	land plots that are required for the concessionaire to carry out the 
activities provided for in the concession contracts, if in accordance 
with the given Federal Law the State Company concludes concession 
contracts and (or) in accordance with this Federal Law, concession 
authority has been delegated to it. 

1.7.3.  THE REGISTRATION OF LAND RELATIONS

LAND PLOTS IN FEDERAL 

OWNERSHIP OR STATE 

PROPERTY THAT HAVE NOT BEEN 

DEMARCATED, ARE PROVIDED TO 

THE STATE COMPANY FOR RENT 

FOR 49 YEARS WITHOUT TENDER:

The annual cost of rent for the use of such land plots may not exceed 
1% of their cadastral value (Clause 3, Article 36 of Law No. 145-FZ).
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☑ act as contract owner in regard to cadastral work;

☑ apply for state cadastral registration as well as for registration of 
changes to the land plots; 

☑ apply on behalf of the Russian Federation for state registration of the 
right of federal property. 

WITH REGARD TO THE ABOVE-

MENTIONED LAND PLOTS, 

THE STATE COMPANY 

HAS THE RIGHT TO:

M-4 Highway
Bypass of Voronezh
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Moreover, in respect of the land plots transferred to the State Company for lease, it is 
allowed to:

− conclude sublease agreements with the concessionaire (in accordance with the procedure 
and on terms stipulated by concession contracts);

− conclude sublease agreements with the investor (in accordance with the procedure and on 
terms stipulated by investment agreements);

− conclude (on the basis of public auction) sublease contracts with citizens or legal entities for 
the purpose of locating road service facilities within the boundaries of the roadway easement 
and roadside lanes of the State Company, the construction or reconstruction of highways and 
other purposes;

− conclude sublease contracts without holding an auction with the owners of buildings/
structures/structures located on these land plots;

− conclude sublease agreements without holding an auction with organizations in whose 
authorized capital the State Company participates;

− establish permanent or urgent easements for the following purposes:

☑ construction, reconstruction, overhaul and (or) operation of road service facilities within 
the roadside lanes of State Company highways; 

☑	laying and reorganization of engineering communications within the boundaries of the 
easement and roadside lanes of State Company highways, including design for the laying or 
reorganization of engineering communications within the boundaries of the easement and 
roadside lanes of State Company highways;

☑	construction, reconstruction, overhaul, repair and (or) maintenance of intersections of 
other highways with State Company highways and junctions to State Company highways of 
other highways;

☑	construction, reconstruction, overhaul, repair and (or) maintenance of the approaches 
to State Company highways, State Company highway exits and the junctions of road 
service facilities located within the boundaries of the easement and roadside lanes of State 
Company highways, and to State Company highways;

☑	installation and (or) operation of advertising structures, information panels and indicators 
within the boundaries of the easement and roadside lanes of State Company highways.

Income received by the State Company from the use of land plots is set aside for independent 
use by the State Company and directed towards the achievement of the objectives of its activities.
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Appendix to Section 1.7 of this book

STO AVTODOR 2.1-2011

STO AVTODOR 2.2-2011

STO AVTODOR 8.2-2013

STO AVTODOR 8.1-2013

STO AVTODOR 2.2-2013

STO AVTODOR 2.3-2013

STO AVTODOR 2.5-2013

STO AVTODOR 2.4-2013

STO AVTODOR 10.1-2013

STO AVTODOR 10.3-2014

STO AVTODOR 2.9-2014

STO AVTODOR 8.5-2014

STO AVTODOR 7.1-2013

"Improved road bitumen. Technical specifications" (Order No. 219 dated 29 
November 2011);

"Mixtures of crushed stone and sand from metallurgical slags for the 
construction of base layers and reinforcement of shoulders. Technical 
specifications" (Order No. 1 dated 10 January 2012);

"Elements of an intelligent transport system on State Company highways" (Order 
No. 76 dated 22 April 2013);

"Control system for mechanized work on the maintenance of Russian Highways 
State Company highways using the GLONASS Global Navigation Satellite System" 
(Order No. 56 dated 4 April 2013); 

"Recommendations for forecasting the traffic intensity on the toll sections of 
Russian Highways State Company highways income from their operation" (Order 
No. 65 dated 12 April 2013);

"Organization of an assessment of the technical condition of bridge structures 
on Russian Highways State Company" (Order No. 71 dated 16 April 2013); 

"Recommendations on the elimination of rutting on Russian Highways State 
Company highways with cement-concrete coating" (Order No. 139 dated 11 July 
2013);

"Estimation of the residual resource of non-rigid road structures of Russian 
Highways State Company highways" (Order No. 127 of 1 July 2013);

"Determination of elasticity modules of layers of operated road structures using a 
shock loading device" (Order No. 179 dated 5 September 2013);

"Method for assessing the quality of load-bearing substrates from untreated 
materials by deformability of their surfaces at the stage of acceptance inspection 
in the construction of pavement" (Order No. 75 dated 29 April 2014);

"Recommendations for the design, construction and operation of acoustic screens 
on Russian Highways State Company" (Order No. 193 dated 16 September 2014);

"Technical and organizational requirements for telecommunications services of 
Russian Highways State Company" (Order No. 190 dated 12 September 2014);

"Russian Highways State Company green standard" (Order No. 176 dated 5 
September 2013);

LIST OF MAIN STATE COMPANY STANDARDS
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STO AVTODOR 8.4-2014

STO AVTODOR 8.3-2014

STO AVTODOR 10.2-2014

STO AVTODOR 2.10-2015

STO AVTODOR 2.17-2015

STO AVTODOR 2.11-2015

STO AVTODOR 2.18-2015

STO AVTODOR 2.23-2015

STO AVTODOR 9.1-2015

STO AVTODOR 5.1-2015

STO AVTODOR 2.19-2015

STO AVTODOR 10.6-2015

"Requirements for design and labour documentation and model sections of 
terms of reference for the construction of communication and data transmission 
systems on Russian Highways State Company highways" (Order No. 189 dated 
18 September 2014);

"Technical and organizational requirements for communication and data 
transmission systems on Russian Highways State Company highways" (Order 
No. 188 dated 12 September 2014);

"Evaluation of the transport and operational condition of Russian Highways State 
Company highway pavement for the period of fulfilment of contractor warranty 
obligations by contractors" (Order No. 7 dated 20 January 2015);

"The procedure for the certification, development and updating of technical 
specifications of Russian Highways State Company highways" (Order No. 63 dated 
24 April 2015);

"Methodical recommendations on the feasibility of the use of temporary bridges 
(overpasses, crossings) on Russian Highways State Company highways" (Order No. 
142 dated 15 July 2015);

"Requirements for the selection of asphalt concrete mixtures for the construction 
of lower layers of coatings and layers of pavement bases" (Order No. 148 dated 22 
July 2015);

"Requirements for indicators of physical and mechanical properties of asphalt 
concrete for the construction of lower layers of coatings and layers of pavement 
bases" (Order No. 150 dated 22 July 2015);

"Recommendations on the design and application of snow retarding devices on 
Russian Highways State Company highways" (Order No. 260 dated 19 November 
2015);

"The Russian Highways State Company quality system" (Order No. 241 dated 30 
October 2015);

"Technical requirements to the Russian Highways State Company payment 
acceptance device" (Order No. 295 dated 18 December 2015);

"Steel bridge structures. Technology for welding spans from weather resistant 
14HGNDTS grade steel" (Order No. 291 dated 18 December 2015);

"Integrated dynamic monitoring of non-rigid pavement. Rules of Conduct" (Order 
No. 151 dated 22 July 2015);
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STO AVTODOR 2.28-2016

STO AVTODOR 7.2-2016

STO AVTODOR 7.3-2016

STO AVTODOR 2.7-2016

STO AVTODOR 2.27-2016

STO AVTODOR 7.4-2016

STO AVTODOR 3.1-2016

STO AVTODOR 10.9-2016

STO AVTODOR 2.6-2013

STO AVTODOR 2.22-2016

STO AVTODOR 2.25-2016

STO AVTODOR 2.24-2016

"Forecasting the state of Russian Highways State Company highways in operation" 
(Order No. 67 dated 6 May 2016);

"Arrangement of protective stands on Russian Highways State Company highways" 
(Order No. 101 dated 7 June 2016);

"Requirements for the construction of hydrobotanical areas on Russian Highways 
State Company highways" (Order No. 102 dated 7 June 2016);

"The application of asphalt-granulate in asphalt mixtures and constructive layers 
of pavement. Technical conditions" (Order No. 158 dated 17 August 2016);

"Requirements for restricting pedestrian and protective fences on Russian 
Highways State Company highways" (Order No. 160 dated 17 August 2016);

"Requirements for wildlife crossings on Russian Highways State Company 
highways" (Order No. 174 dated 1 September 2016);

"Technological and price audit of investment projects" (Order No. 281 dated 29 
November 2016);

"Monitoring systems for the accumulation of residual deformations, heat and 
humidity conditions, stress and pressure in elements of road structures" (Order 
No. 43 dated 7 April 2016, as amended by Order No. 227 dated 12 October 2016);

"Requirements for non-rigid pavement of Russian Highways State Company 
highways" (Order No. 145 dated 19 July 2013, as amended by Order No. 109 dated 
10 June 2016);

"Requirements for multifunctional road service zones along Russian Highways 
State Company highways" (Order No. 70 dated 16 May 2016);

"Catalogue of standard designs of non-rigid pavement for Russian Highways State 
Company highways" (as amended by Order No. 71 dated 16 May 2016);

"Recommendations for the design, construction and operation of composite 
structures: fences, staircases, inspection passages and drainage pits of artificial 
road structures on Russian Highways State Company highways" (Order No. 
82 dated 25 May 2016);

STO AVTODOR 8.6-2016 "Organizational and technological support of the processes of information model 
establishment for highways at all stages of their life cycle" (Order No. 44 7 April 
2016);
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STO AVTODOR 2.15-2016

STO AVTODOR 7.5-2016

STO AVTODOR 4.1-2013

STO AVTODOR 2.30-2016

STO AVTODOR 8.7-2017

"Mixtures of asphalt concrete and asphalt concrete drainage. Technical 
conditions" (Order No. 287 dated 7 December 2016);

"Requirements for industrial environmental monitoring on Russian Highways 
State Company sites" (Order No. 1 dated 11 January 2017);

"Fencing in of places where road work is being carried out on Russian Highways 
State Company highways" (Order No. 2 dated 11 January 2017);

"Polymer-modified bitumen. Technical conditions" (Order dated 11 January 
2017);

"Requirements for the ETS Meteomonitoring subsystem on Russian Highways 
State Company highways" (Order No. 111 dated 17 May 2017).



68 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

The State Company’s long-term development plan is based on the its innovation policy. The State Company’s innovation 
policy determines areas of technological design, construction, repair and operation of State Company highways.

The Russian Highways State Company Innovative Development Programme for 2016–2020 (hereinafter referred to as the 
Innovative Development Programme) is the document that governs State Company policy in the field of innovations and 
new technologies. The main objectives of the Innovative Development Programme are:

− to improve the level of safety and reliability of highways and transport infrastructure for users;

− to reduce the number of accidents that occur thereon;

− to introduce modern technologies and products to production, commercial and management practices; 

− to create an innovative transport infrastructure;

− to optimization the use of resources, including by means of increasing the service life of highways; 

−  to improve the standardization processes and develop normative and technical documentation for the State Company;

− to develop information and telecommunications infrastructure (fare payment systems and methods, intelligent 
transport systems); 

− to implement quality control and quality management systems at all stages of the life cycle of roads and transport 
infrastructure. 

The main mechanisms for the implementation of the Company’s Innovative Development Programme are:

☑	attracting investors to R&D projects; 

☑	creating a platform for the introduction of innovative technologies that provide interaction with scientific centres, 
institutes and organizations, and specialized HEIs;

☑	improving the education system and improving the qualifications of company employees.

A research and development (R&D) plan for 2017–2019 calling for the creation of an interactive catalogue of innovative 
technologies was approved by the State Company.

The establishment of a single catalogue will improve analysis of the effectiveness of the application of innovative technologies 
at company facilities, accelerate the process of their consideration and implementation, and provide public discussion 
around projects involving industry experts.

The catalogue will promptly receive up-to-date information on both innovations already implemented and on innovations 
under consideration for innovation.

The ultimate goal of the R&D plan is to increase State Company project, technical, and environmental performance.

1.8. INNOVATIONS AND TECHNOLOGIES
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The State Company is particularly concerned with the environmental friendliness of road 
activities, and in order to improve efficiency, an environmental policy has been introduced for a 
period extending to 2030 that is in line with corporate environmental standards.

The strategic objectives of the State Company environmental policy are to preserve natural 
ecological systems and natural resources on roadside territories and to ensure rational nature 
management, environmental safety and energy efficient road activities.

The stages of State Company environmental policy implementation:

☑ Stage 1 (2016) – the implementation of priority measures;

☑ Stage 2 (2017–2020) – the stabilization of the negative impact of company roads on the 
environment, reducing the risks of emergencies;

☑ Stage 3 (2021–2030) – the achievement of target indicators ensuring sustainable 
development, environmental safety, rational nature management, energy efficiency and State 
Company investment appeal. 

At the present time, as a part of State Company environmental protection activities, the 
following are being implemented:

− the restoration of valuable fish populations as part of the construction and reconstruction 
of motorways. These measures are meant to compensate for the damage that highway 
construction has caused to water resources. Thus, in 2016 almost 200,000 sterlet fry were 
released in the Tver region. The total weight of fry released was equal to approximately one 
tonne. Earlier, similar action was carried out to counteract damages caused to water resources 
during the reconstruction of the km 33–km 84 section of the M-1 Belarus Federal Highway, 
and in 2015, as part of the project for the construction of the Central Ring Road, 390,550 fish 
at a total mass of 966.5 kg were released in Oka. 

− the organization of separate waste collection systems on State Company highways. As part 
of the pilot project, containers for separate waste collection were installed in M-4 Don highway 
recreation areas. 

− the environmentally friendly construction of MFZ. As part of the construction of the MFZ, the 
State Company developed standards for the construction of the MFZ, which are designed to 
protect the environment during the construction and operation of the MFZ, reduce noise, and 
call for the installation of energy-efficient lighting. 

− the creation of wildlife crossings. During the reconstruction of the km 124–km 173 section 
of the M-3 Ukraine Federal Highway, a wildlife crossing was constructed in the form of a 
platform crossing the road from above and covered with vegetation and trees. The wildlife 
crossing provides for the natural migration of wild animals that live in the surrounding areas. 
To monitor the migration of wild animals via the wildlife crossing, a video surveillance system 
has been installed.

1.9. ENVIRONMENTAL POLICY
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M-3 Highway
overpass

M-3 Highway
overpass
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1.10.1. LEGISLATIVE REGULATION OF PURCHASES BY STATE CORPORATIONS (COMPANIES)

 * Hereinafter – Law No. 44-FZ. 

1.10. STATE COMPANY PROCUREMENT ACTIVITIES

The economy of the Russian Federation can be characterized as possessing a relatively high 
proportion of legal entities (commercial and non-profit organizations) established and/or 
controlled by the state (the Russian Federation, constituent entities of the Russian Federation, and 
municipal entities). In order to ensure the transparency of purchases made by these entities and 
to achieve economic efficiency and control over purchases of this kind, the state has established 
formal rules for procurements by organizations of this sort (hereinafter – public procurement).

At the present time, there are two main legal structures in place for public procurement.

In accordance with Federal Law No. 44-FZ dated 5 April 2013 "On the contract system for the 
procurement of goods, work, and services to ensure state and municipal needs"*. 

This law applies to state authorities, budgetary institutions, state institutions, municipal unitary 
enterprises, state extra-budgetary foundation management authorities, state treasury institutions, 
and a number of state corporations (Rosatom, Roscosmos) and other entities.
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a. the placement of procurement information in a single Internet information system (EIS)*;

b. the maintenance of a register of unscrupulous suppliers (contractors, work providers)**;

c. the requirement of contract enforcement (for example, bank security)***;

d. the procedure for substantiating (necessary) public procurement****;

e.  a system of criteria in conducting competitive procedures*****;

f. other issues of public procurement.

* Resolution No. 913 of the Government of the Russian Federation dated 12 October 2013 "On approval of 
the Regulation on posting information on the placement of orders for the supply of goods, the performance 
of work, the provision of information services to be placed in a single information system in the area of 
procurement of goods, works, services to ensure state and municipal needs for operation on the official 
website of the Russian Federation on the Internet information and telecommunication network". 

** Resolution No. 1062 of the Government of the Russian Federation dated 25 November 2013 "On the order 
for maintaining a register of unscrupulous suppliers (contractors, work providers)".

*** Resolution No. 1005 of the Government of the Russian Federation of dated 8 November 2013 "On bank 
security used for the purpose of the Federal Law ‘On the contract system for the procurement of goods, 
works and services for meeting state and municipal needs’".

**** Resolution No. 555 of the Government of the Russian Federation dated 5 June 2015 "On establishing a 
procedure for validating the purpose of the procurement of goods, works and services for meeting state and 
municipal needs and the forms of said validation".

***** Resolution No. 1085 of the Government of the Russian Federation dated 28 November 2013 "On 
approval of the rules for evaluating applications, final proposals of participants in the procurement of goods, 
works and services to meet state and municipal needs". 

In keeping with the provisions of Law No. 44-FZ and subordinate regulations, the contract owner 
conducts a specific procurement (i.e., in the case of a tender, develops competitive documentation 
based on approved competitive criteria and other requirements, places information about the tender 
in the EIS, conducts competitive selection and concludes contract with the winner of the competition).

This law provides for the direct establishment of the basic requirements for planning, financing, public 
procurement procedures, contract conclusion and execution procedures for contracts concluded as 
a result of procurement procedures, and other conditions. In the development of the provisions of 
the Federal Law, a number of normative acts have been adopted that regulate, among other things, 
the following issues:
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In accordance with Federal Law No. 223-FZ dated 18 July 2011 "On the procurement of goods, work, 
and services by certain types of legal entities"*. 

This law applies to:

a. state corporations, state companies (including Russian Highways State Company), public-law 
companies, natural monopoly entities;

b. economic entities in whose authorized capital the Russian Federation has a share, a territorial 
subject of the Russian Federation, a municipal entity in aggregate exceeding fifty percent, their 
subsidiaries (with a share of more than 50%), and their second-tier subsidiary companies (with 
a share of more than 50% and belonging to a first-tier subsidiary); 

c. other legal entities in accordance with Law No. 223-FZ.

The Procurement Law proposes a different model (in relation to Law No. 44-FZ) for regulating 
the procurement activities of the aforementioned individuals, fixing only the most general 
principles for the implementation of procurement activities as well as the most important 
procedural requirements for the implementation of procurement. The main principles of 
procurement under the Law on procurement are as follows:

1) the openness of information related to the procurement;

2) the absence of a restriction on participation in the procurement related to the establishment 
of unmeasurable requirements for procurement participants;

3) equality, fairness, and an absence of discrimination and unreasonable restrictions on 
competition with respect to procurement participants.

* Hereinafter – Law No. 223-FZ, Law on procurement.
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−  procurement planning:  in accordance with Paragraph 5.1 of Article 3, 
and Paragraph 2 of Article 4 of Law No. 223-FZ, contracts for the supply 
of goods, performance of work, and rendering of services are concluded 
by the customer in accordance with the procurement plan in place in 
the unified information system, and the plan for the procurement of 
goods, work, and services should be developed for a period of not less 
than one year in accordance with the formal requirements established in 
accordance with the Law on procurement*;

− procurement information: requirements for placement in the unified 
information system (official website www.zakupki.gov.ru) of all 
documentation related to the tender/auction procedure (notice of tender/
auction, tender/auction documentation, draft agreement to be concluded 
with the winner) as well as information on changes in the material terms 
of the contract concluded in accordance with competitive procedures;

− procurement from small and medium-sized enterprises: in accordance 
with the Law, procurement from small and medium-sized businesses 
is obligatory for a number of entities engaged in public procurements 
(this obligation should be taken into account when planning purchases), 
and in keeping with the results of which the customer prepares the 
relevant reports and cooperates with the Federal Corporation for 
the Development of Small and Medium-Sized Enterprises JSC, which 
facilitates the development of small and medium-sized businesses in 
accordance with Federal Law No. 209-FZ "On the development of small 
and medium-sized business in the Russian Federation";

−  procurement of innovations: on the basis of the Law on procurement, 
in a number of cases, a rule is established for customers about the 
planning and implementation of purchases of innovative products (not 
less than a fixed percentage of the total annual amount of procurements).

The basic requirements for the planning and carrying out of a 
procurement, including requirements for the procedure and 
documentation, and for the meeting of competitive and other similar 
criteria, are to be carried out in keeping with the procurement 
regulations. Each contract owner must develop procurement rules 
independently that take into account the unique features of his 
economic activities in relation to the procurement order.

* See Resolution No. 932 of the Government of the Russian Federation dated 
17 September 2012 "On approval of the rules for the formation of a plan for 
the procurement of goods (work, services) and requirements for the form of 
such a plan”.

THE LAW ON PROCUREMENT 

ESTABLISHES IMPORTANT 

REQUIREMENTS FOR 

PROCUREMENT ACTIVITIES, 

INCLUDING:
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1.10.2. THE ORDER OF STATE COMPANY PROCUREMENT ACTIVITIES

* The order of procurement activities of the Russian Highways State Company, approved by the decision 
of the Supervisory Board of the State Company (Minutes No. 38 dated 13 August 2012 (with subsequent 
amendments and additions).

** The procurement procedure is available at http://russianhighways.ru/tenders/procurement/regulatory_
documents/.

*** Hereinafter likewise PAO, Procurement activity order.

In compliance with the requirements of the Law on procurement and the development of its 
provisions, the State Company has adopted its own procurement regulations in the established 
manner, the Russian Highways State Company Procurement Procedure*.

The procedure for Russian Highways State Company procurement activity was approved with 
Decision No. 38 of the Supervisory Board of the State Company dated 13 August 2012 (with 
subsequent amendments and additions)**.

The Russian Highways State Company procurement activity order*** serves as a regulator for 
the State Company’s activities in relation to procurement procedures the purpose of which if 
to ensure targeted and cost-effective use of the company’s funds. The procedure regulates the 
procurement rules to be followed by the State Company when it concludes contracts, and also 
approves the qualification requirements for the procurement participants, and the criteria and 
procedure for evaluating their applications depending on the object of procurement.

The following main forms of carrying out a procurement are allowed for by the order of 
procurement activities:  an public auction in electronic form, and public one stage tender, an 
public two stage tender (for investment agreements), an invitation to tender (with an initial 
contract price of no more than RUB 1 million). In exceptional cases - a request for proposals 
(if a supplier must be selected) and a closed auction/tender (if there is information in the 
documentation relating to state secrets).

The order of procurement activity dictates the general requirements to participants, 
procurement, typical (standard) qualification requirement lists for procurement participants, 
tender criteria, and special features of procurement bid evaluation. It is of especial note that 
the procurement Procedure includes a description and terms of the main types of investment 
agreements used by the State Company (corresponding agreement requirements are also 
provided for bidders, along with tender criteria and the procedure for counting tender scores). 
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For the creation of an optimal Russian Highways State Company investment agreement structure 
it would be important to be able to receive feedback from potential tender participants and to 
receive constructive proposals from them. To resolve this issue, company practice calls for the 
following measures and activities:

1) public discussions of major investment project tender documentation. Discussions of this 
sort are held with the participation of the Ministry of Transport of the Russian Federation 
as part of the Expert Council on investments in expanded format. The discussion involves 
a wide range of potential tender participants – representatives of investment, construction, 
consulting, and financial companies, both Russian and international;

2) the inclusion of experts from the public sphere on the tender commission for the purpose 
of monitoring the conclusion of major State Company agreements;

3) the attraction of foreign organizations in possession of modern technologies and 
management competencies to take part in tenders and auctions for the construction of State 
Company highways;

4) ensuring publicity. In accordance with the requirements of the law on the procurement 
of goods, work, services by certain types of legal entities, the State Company keeps 
procurement related information on the official website www.zakupki.gov.ru and on the 
State Company website www.russianhighways.ru as well as on the e-trading platform 
www.etp-avtodor.ru. The State Company also conducts investment tenders in electronic 
form, which drastically increases the transparency of such procedures and the ability to 
control them (for example, an investment competition for the right to conclude a long-
term investment agreement for the construction, maintenance, repair, overhaul and toll 
operation of the km 633–km 715 section of the M-4 Don Federal Highway (bypassing 
Loseva and Pavlovsk in the Voronezh Region);

5) supporting small and medium-sized businesses.

In March 2014, for the purpose of bringing greater publicity to State Company procurement 
activities, the Expert Council on ensuring State Company procurement efficiency was 
established and is responsible for the public audit of the effectiveness of the procurement 
conducted to attract small and medium-sized businesses as well as the utilization of advanced 
technological solutions.

1.10.3. THE PRACTICE OF STATE COMPANY PROCUREMENT ACTIVITIES



77SECTION I. GENERAL INFORMATION ABOUT THE RUSSIAN HIGHWAYS STATE COMPANY

On a number of occasions, the State Company, for the purpose of substantiating the object of 
procurement and determining the optimal project structure, has carried out a project technical 
and price audit. As part of this audit (conducted by an auditor or auditors engaged by the State 
Company) an independent evaluation of technical and other project solutions is carried out, an 
examination of design estimates is made and recommendations are provided that are to be taken 
into account in determining the final organizational, technical, legal, and financial structure of 
the project. As regards the technological and price audit, the State Company has developed its 
own standard – STO Avtodor 3.1-2016 "Technological and price audit of investment projects"*. 
Separate examinations of the legal and financial structure of projects can also be conducted.

The State Company has developed a plan of measures to counteract corruption. The company’s 
website contains normative legal acts and others related to combating corruption as well as a 
contact form for reporting incidents of corruption. Information related to income, expenses, 
property and liabilities of State Company employees is published. In addition, the State Company 
sees to a target-oriented implementation of the antimonopoly compliance system, primarily 
aimed at ensuring the transparency and efficiency of the State Company procurement system**.

Information related to State Company procurement activities (both in terms of planning and 
implementation) is publicly available and posted on the State Company website***. 

It must be noted that the order of State Company procurement activities does not apply to 
concession tenders, the order of which is regulated solely by the provisions of the Federal 
Law on Concession contracts (115-FZ).

The results of State Company procurement activities are highly regarded by the professional 
community. The state company has repeatedly placed highly in the state structure and 
commercial enterprise procurement transparency Rating and received awards corresponding 
thereto.

* http://russianhighways.ru/about/normative_base/govcompany_standarts/prikaz28ot291116.pdf.

** For more information please visit the relevant page on the State Company website at – 
http://russianhighways.ru/tenders/procurement/about/presentation_Avtodor_complaens.ppt.

*** https://russianhighways.ru/tenders/procurement/list_of_lots.
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The Russian Highways State Company is currently one of the driving factors behind the development of highways in Russia. The 
State Company is a large road construction company with no peers in Russia and operates 3000 km of highways. Considering 
the current state of the market and the State Company’s place in it, one of the main challenges affecting the implementation 
of the Strategy is an increase in the pace and volume of construction and reconstruction of highways for the purpose of 
accelerating the development of road infrastructure.

Avtodor’s existing Programme of activities calls for the creation of a network of high-speed highways that are to stretch over 
a total length of up to 4 000 km by the end of the period leading up 2021. The Russian Highways State Company strategy 
is working towards the expansion of this network to 12,000 km by 2030 and to provide high-speed highways connections 
between the largest metropolitan and industrial centres of the European part of Russia.

1.11. RUSSIAN HIGHWAYS STATE COMPANY STRATEGY

Network of highways and high-speed highways projected by 2030
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In a relatively short period of time, the company has taken a great leap 
in the use of new approaches to the organizational, legal and financial 
structuring of infrastructure projects, and the expansion of extra-
budgetary funding.

In connection with this, the question arises concerning long-term planning 
of State Company activities, with an eye set to the goals established in 
Federal Law No. 145-FZ dated 17 July 2009 "On the Russian Highways 
State Company and on amending certain legislative acts of the Russian 
Federation" and the social and economic challenges facing the country.

Consideration of the issue is reflected in the Development Strategy of 
the Russian Highways State Company up to 2030 (hereinafter referred 
to as the Strategy). As a document developed by the State Company, 
the Strategy meets all the requirements of Russian legislation, in 
accordance with which it was adopted. The State Company’s system 
of strategic planning is based on the principles of unity and integrity 
of principles and organizational methodology and functioning of 
the strategic planning system, the order of strategic planning and 
reporting on Strategy implementation, succession and continuity of 
the development and implementation of strategies and programs 
that take into account the results of implementation of previously 
adopted strategic planning documents and take into account the 
stages of their implementation, the productivity and efficiency of 
methods of achieving the goals while using up the least resources, 
responsibility for the timeliness and quality of the development 
and adjustment of the Strategy, transparency (openness) of strategic 
planning to be officially published, feasibility when determining 
the goals and objectives of State Company development through 
its Strategy while taking into account the possibility of achieving 
goals and solving problems according to schedule and while being 
mindful of resource constraints and risks, the measurability of goals, 
i.e. the possibility of evaluating the achievement of State Company 
development objectives by means of quantitative and / or qualitative 
targets and the compliance of the indicators with the goals defined in 
the Strategy.

THE STATE COMPANY AS A SPECIAL 

ENTITY IN THE DEVELOPMENT 

OF RUSSIAN INVESTMENT 

DESIGN IN GENERAL AND ROAD 

INFRASTRUCTURE IN PARTICULAR 

HAS COME A LONG WAY IN 

IMPLEMENTING THE TASKS WITH 

WHICH IT HAS BEEN ENTRUSTED.
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• coordinating the actions of participants in strategic State 
Company planning and management, 

• determining internal and external conditions, trends, constraints 
and opportunities and other parameters that affect the 
development of the State Company, 

• and its mission, vision, and goals for the period leading up to 
2030 and how it will achieve those goals and ensure the most 
efficient use of resources, 

• determining the procedure for the implementation of the 
Strategy, 

• identifying the resources necessary for achieving the objectives, 
and organizing the monitoring of Strategy implementation.

The Strategy sets itself certain 
fundamental tasks, which include:
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State Company strategic goals

To fully respond to these challenges, the State Company ought to expand the scope of its 
operations (product diversification and geographical expansion) and adjust its financing models 
(investment policy). For this purpose, the State Company has formulated a system of goals that 
highlight the infrastructure and investment elements that define the range of tasks within each 
of the strategic objectives.

The infrastructure element encompasses the formation and maintenance of the effective 
functioning of an extended network of Russian Federation highways and high-speed highways 
that connects the main centres of economic activity and ensures the integration of the Russian 
Federation into the world transport system.

The investment element of the goal encompasses the effective use of funds and the 
attraction of extra-budgetary investments for the implementation of highway and high-speed 
highway projects.

These elements form the overall goal of the State Company, namely, to become a global 
infrastructure investment holding that implements the strategic goals of the state and 
society, which includes attracting investment to construction, as well as carrying out the 
design, construction, and operation of highways and high-speed highways and roadside 
infrastructure in the Russian Federation and abroad.

To begin with, it is necessary to outline the challenges that have influenced the content of the 
Strategy and its implementation. First and foremost, this is the need to increase the pace and 
volume of highway construction and reconstruction in order to accelerate the development of 
highway infrastructure, which entails other challenges,  like the need to increase the amount 
of extra-budgetary funds raised in order to reduce the burden placed on the federal budget 
in implementing large infrastructure projects in the highway sector and to solve problems 
associated with the difficulties of attracting long-term non-government funding. The list of these 
problems is long and consists of limited opportunity to raise investment funds in the domestic 
and foreign markets in a complex macroeconomic situation, of inflation and currency risks that 
potentially increase the cost of implementing investment projects by increasing procurement 
prices for imported materials and equipment, of difficulties in synchronizing financing for the 
implementation of PPP projects (such as those, for example, implemented in the framework of 
life-cycle contracts) with a long-term and inflexible budgetary process as well as the formation 
and implementation of state program and strategic documents, the lack of private partner 
experience in attracting foreign institutional investors to the implementation of projects in the 
form of PPPs, restrictions on the participation of foreign companies as private partners, and the 
absence of a unified system for planning and managing PPP projects, which can lead to a risk of 
competition between projects in the absence of unified planning.
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To achieve a common goal, the Strategy sets the State Company certain tasks, which in essence 
can be divided into infrastructure, financial and business-corporate. As regards those tasks 
related to infrastructure, it should be pointed out that they primarily ensure the fulfilment of state 
tasks, such as road safety, environmental safety, innovation, and infrastructural leadership. They 
include the formation of an attractive network of highways and high-speed highways for users, the 
establishment of a modern, user-friendly service infrastructure, the improvement of the design, 
construction and operation of highways, and high-speed highways and roadside infrastructure, 
the introduction of innovative technologies to the design, construction, and reconstruction of 
highways, and the establishment of a technically modern infrastructure ready for new modes of 
transport. The financial objectives of investment activity are designed to increase the volume of 
investments attracted to highway, high-speed highway, and roadside infrastructure construction 
and to obtain an investment resource for the company’s development through the development 
of existing and prospective activities. The business-corporate component of the overall State 
Company goal calls for the following action: to become a leader of new commercially attractive 
segments of the market, to ensure the involvement of each employee in achieving Russian 
Highways State Company goals, and to create an intra-corporate environment and culture 
attractive to highly qualified specialists.

M-3 Highway
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Financial support of the Strategy

The tasks set require a certain resource support. For the State Company, two main indicators of 
financial stability are introduced: the coverage of interest costs and the ratio of debt to operating 
profit. Coverage of interest costs distinguishes the ability of an organization to service its debt 
obligations and is one of the key indicators for assessing the creditworthiness of a company. The 
ratio of debt to operating profit is a key parameter for the issue and assignment of the bond rating. 
Based on the analysis of these indicators for foreign companies of a similar type, the following target 
values were adopted for the State Company: 

• a coverage of interest costs of more than 2;
• a ratio of debt to operating profit in the range of 1.5–3.0. 

By conducting an analysis of financial indicators when implementing the Strategy, it will be possible 
not only to assess the attractiveness of projects for the construction and operation of highways more 
qualitatively, but also to manage financial flows in order to meet investors’ expectations regarding 
the credit sustainability of the company as a whole. 

The Strategy assumes that, in addition to private investor-concessionaires participating in the State 
Company’s PPP based projects, primary sources of external financing for the period leading up to 
2020 ought to be national institutional investors like the Russian Direct Investment Fund (RDIF), the 
NWF, Vnesheconombank (VEB), and investment subsidiaries of national credit institutions.

There are five possible groups of State Company project institutional investors (in order of 
decreasing potential of attracting investments at the initial stage of development):

• government funds (NWF, RDIF, VEB); 
• investment bank subsidiaries;
• private equity funds;
• industry groups – strategic investors; 
• pension funds.

In order to be able to attract external financing to the Russian market, State Company investment 
projects must meet some basic qualitative and quantitative parameters. During the Strategy 
implementation period, international investors, including should actively be involved in financing 
large infrastructure projects, including those of infrastructure and sovereign funds.

The State Company’s successful history of highway design, construction, and operation ought to 
serve to increase the interest of international players and serve as a guarantee of future success 
in taking commercial and managerial decisions for each new project.

The volume of direct foreign investment in the international market for 2014 amounted to USD 
1.23 trillion, which was 16% below the 2013 level. For Strategy implementation, it is necessary to 
consider the infrastructure investments market, which is equal to ≈1% of the total volume of the 
investment market. Key players in the infrastructure investment market are infrastructure funds, 
pension funds (public and private), and sovereign funds.
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State Company scientific and technical development

To improve highway quality, longevity, and safety as well as to reduce the cost of highway 
construction and maintenance, the State Company will focus particular attention on scientific and 
technological development. It aims to establish innovative infrastructure; quality management 
of design and survey work (DSW) and construction and installation work (CIW) and operation; 
increased road structure reliability and service life; monitoring and management of transport 
flows and improved toll collection; and highway safety and energy efficiency. How science and 
technology is developed is determined by the State Company’s innovation policy.

Corporate development

From a strategic point of view, changes to the State Company’s operational model would require a 
corresponding change to its organizational model, both as a holding company and as an independent 
legal entity. In keeping with the task of diversifying financing sources and increasing revenue from 
internal activities, non-market units that are able to provide services on the external market and for 
which the external market exists must become market units. In the target management structure, 
subsidiaries will work not only for the internal, but also for the external client. The organizational 
structure of the Russian Highways State Company as an independent unit will be subject to changes 
depending on the particular stage of Strategy implementation in effect in as far as the purpose of 
the organizational structure is to ensure the achievement of the organization’s strategic goals. The 
design of the structure will be based on the State Company’s strategic plans. As the strategies of 
certain types of activities change over time, appropriate changes will also have to be made to the 
State Company’s organizational structure.

Professional and social planning

In matters related to professional strategy, the State Company’s chief task  is to effectively 
implement the company’s strategic goals by involving personnel who possess the necessary 
qualifications and motivation for carry out effective work. The strategy works on the basic 
premise that only by possessing competent, motivated, responsible personnel will it be 
possible to achieve the strategic goals set by the State Company both for the organization and 
management of the road network and for the raising and effective utilization of private financing 
for the construction and operation of highways and high-speed highways and other priority 
activities. Three key tasks stand out from within the State Company’s personnel strategy:

• attracting the best personnel in the labour market by establishing of a system of personnel 
management that will bring the State Company a reputation as the best employer in the 
eyes of both current and potential employees, service users, and suppliers and contractors 
as well as other business partners in respect to corporate culture, labour compensation, and 
staff skill development;

• effectively motivating staff by developing and implementing an integrated system of material 
and non-material motivation to spur each employee on to achieve State Company goals;

• nurturing professional development by creating the right conditions to increase the 
productivity of employees, including by means of programmes for automation, skill 
development and enhancement, and job rotation.
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Both areas of focus should be aimed at developing the State Company as 
a responsible employer and an institution of sustainable development, 
seeking after social justice and respect for society. Despite the fact that 
the elements of domestic social policy overlap to a large extent with State 
Company personnel policy, its goals and objectives are much broader. 
As a part of domestic social policy, its mechanisms and tools are aimed 
at increasing employee involvement and motivation for the purpose 
of achieving the company’s strategic goals. The provision of voluntary 
medical insurance and the establishment of conditions to nurture sport 
are, among other things, tools used to develop responsible employee 
attitudes towards their own health and that of their families and towards 
society as a whole and instruments for promoting a healthy lifestyle in 
the regions where the State Company is present. The implementation of 
the State Company external social policy is based on the internationally 
recognized principles of Corporate Social Responsibility.

Some of the goals of State Company social policy include a striving to 
ensure a worthy standard of living in regions where the company is 
present and to be socially useful, to develop local communities, to 
promote positive external effects from State Company activities, to 
promote honest business practices and ensure sustainable development, 
to protect the environment and conserve  non-renewable resources, to 
preserve cultural heritage and provide the population with high-quality 
services, to build bona fide and mutually beneficial relations with all 
stakeholders, taking into account public expectations and generally 
accepted ethical norms in business practice, to ensure workers’ rights 
and promote their professional improvement, and to provide assistance 
to socially vulnerable groups of citizens.

The main mechanisms for introducing the principles of corporate social 
responsibility (hereinafter – CSR) and their spread to State Company 
partners and tools for implementing external social policy are: the 
implementation of CSR principles stipulated by ISO 26000: 201014, the 
provision of non-financial reporting based on GRI15, the dissemination 
of CSR principles among State Company subcontractors and lower-level 
suppliers, assistance them in the implementation of CSR principles into 
their activities with a view to consistently providing the opportunity to 
take into account an adherence to CSR principles at various stages of 
infrastructure projects as well as implementing or supporting socially 
and environmentally significant projects and initiatives, charitable 
foundations, and employee charity initiatives and events.

THE STATE COMPANY STRATEGY 

SOCIAL POLICY INCLUDES 

TWO KEY AREAS DESIGNED TO 

COMPLEMENT EACH OTHER: 

INTERNAL AND EXTERNAL.
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State Company competitors and partners

Both in respect to  attracting investments and in respect to the Russian high-speed transportation 
and transportation service market, the Federal Road Agency (Rosavtodor), which is responsible 
for managing practically the entire public road system in Russia, can be considered a State 
Company competitor. Rosavtodor controls 95% of the total length of public roads of federal 
significance and also has the right to act as concession grantor on behalf of the Russian 
Federation in respect to sections of Federal Highways of public use. Thus it is that Rosavtodor 
serves as State Company competition to supply services, though the State Company has an 
advantage in the higher quality of the services provided, which includes the use of the most 
modern pavement, advanced road construction technologies, and the application of life-cycle 
contracts in the construction of roads, motivating construction contractors to responsible 
performance of their obligations and reducing the likelihood of a growth in consumer service 
dissatisfaction as a result of accelerated wear on the road surface.

 The implementation of State Company strategic goals necessitates the search for and attraction 
of essential sources of state and extra-budgetary funding. Extra-budgetary financing may be 
attracted provided good traffic forecasts on State Company roads are received. Thus, State 
Company competitors for budgetary and extra-budgetary project financing are other companies 
implementing projects for the construction and/or development of major construction facilities 
for transport, energy, and engineering infrastructure. The particular attractiveness of public 
investment in the development of road transport fixed assets under construction is associated 
with a high multiplier effect for related industries. Moreover, the use of budgetary funds in 
the implementation of State Company pilot portfolio projects is a prerequisite for establishing 
mechanisms to reduce the risks of project implementation, and as a consequence, further 
attracting extra-budgetary investments in company projects.

M-4 Highway
road junction
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The State Company’s main partner, in whose interests the State 
Company carries out its activities, is the Russian Federation itself as 
represented by federal and regional executive authorities. Above all, the 
representative authorities are concerned with monitoring the effective 
use of budget funds and the quality of road infrastructure facilities. As a 
part of the interaction that takes place with regional authorities, the State 
Company pays great attention to the organization and consideration of 
public opinion, and to the careful study of the environmental and social 
effects of project implementation on the development of the region. In 
the course of its activities, the State Company attracts various categories 
of investors to co-operate on PPP projects. State Company co-investors 
include financial institutions (banks, investment and pension funds, 
etc.), large foreign and Russian investment construction companies, and 
highway operators (including toll sections). As a part of work carried 
out together with investors, a business approach is being organized 
and project investment structures are being established to reduce 
implementation risks and increase the attractiveness of projects in 
terms of profitability. State Company partners also include contracting 
organizations involved in highway construction and road infrastructure 
facilities under company project implementation. In view of the interest 
of contractors in maintaining a stable demand for their services, an 
important condition for cooperation is the development of transparent 
contractual arrangements that link the payment of contracts with the 
transport performance indicators of the facility. An approach of this kind 
will facilitate the most efficient selection of reliable partners aimed at 
long-term cooperation. 

THE STATE COMPANY 

DEVELOPMENT STRATEGY SIMPLY 

COULD NOT BE IMPLEMENTED 

WITHOUT THE SUPPORT OF ITS 

MAIN PARTNERS. THE STATE 
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AUTHORITIES. 
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Strategic risk management

State Company activities involve a number of strategic risks, both external and internal, that have 
the power to adversely affect the State Company’s achievement of strategic goals. In response 
to each risk, with the exception of risks with a low probability of occurrence and little influence 
on the achievement of strategic objectives, key areas of effort should be identified to reduce the 
likelihood of occurrence of a risk or its negative consequences

The strategic risks to which State Company activities are susceptible, can be divided into external 
and internal risks. External (systematic, or market) risks are those that depend on factors other 
than the company’s activities. These risks arise when the individual stages of the business cycle 
change, the financial market situation changes, etc. Internal (non-systemic, or specific) risks are 
those that depend on the activities of a particular company. They can be associated with an 
ineffective asset and capital structure, excessive adherence to risky (aggressive) operations with 
high profit margins, or an underestimation of economic partners and other factors, the negative 
consequences of which could largely have been prevented through effective risk management.

Strategy based on the assessment carried out found that the most serious risks for the State 
Company to be: a deterioration in the economic situation and a decrease in budget funds. For 
each risk, measures are identified to reduce the likelihood of risk occurrence as well as to reduce 
the damage caused by the corresponding risk in the event of its occurrence.

Priorities for implementing the Strategy

The Strategy as a foundational State Company document requires systematic implementation. 
The development of the State Company in accordance with the Strategy will require certain steps 
to be taken. The Strategy itself underlines the importance of developing a medium-term strategy 
implementation plan, a system (regulations) for interaction with subsidiaries and dependent 
companies and subsidiary strategies, a process model and programs for developing functions with 
a focus on developing competencies, management systems, improving quality and reducing costs, 
a system of regulatory and methodological documents in accordance with the process model, a 
performance management target and motivation system, a system for training personnel, the 
implementation of the project management system, a scientific and technological development 
management system, and the finalization of the target organizational model keeping in the mind 
the process model, programs for the development of functions and the introduction of a project 
management system, the formalization of scientific and technological policies, the definition of 
a target corporate culture, and the development of a transition program and a corporate code.
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SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES 

2.1. STATE COMPANY TARGET AND PERFORMANCE INDICATORS

The primary goal of the Programme is to create the conditions necessary for economic growth, 
to improve the competitiveness of the economy and improve the quality of life enjoyed by the 
population by creating a network of Russian Federation highways and high-speed roads that meet 
the demand for transportation with the speed, reliability, safety and affordability required by 
consumers. Thus, as a part of State Company Programme implementation on the territory of the 
Russian Federation an advanced network of modern technical category 1 high-speed roads at a 
length of 2.910 km connecting Moscow with the main centres of economic activity of CIS countries, 
Europe, and Asia, and capable of supplying the needs of the population and the economy as a 
whole with quality transport services, improved road safety and, accordingly, improved mobility 
and business activity and new opportunities in the field of road transportation will be created.

The State Company Programme (hereinafter referred to as the Programme) is a normative legal 
document that defines the principle areas, target indicators and performance indicators of long-
term (2010–2021) State Company activities. The document contains full information in relation to 
State Company activities for the period determined by the Programme, including:

☑ a list of construction and reconstruction, and repair and maintenance actions for State 
Company highways along with the order and timing of their carrying out;

☑ State Company target and performance indicators;

☑ sources of financing for State Company activities, including by activity type and planned 
amounts of federal budget subsidies, extra-budgetary funds (direct borrowings from the State 
Company and the funds of private investors) and property contributions made by the Russian 
Federation; 

☑ a description of State Company investment projects including a description of the goals and 
objectives of the project, the volume of investments and sources of their financing, and the 
primary results expected along with their timing; 

☑ the amount of income planned from the collection of tolls on paid sections of highway;

☑ the balance of receipts and expenses by type of State Company activity;

☑ indicators of the efficiency of public, commercial and budgetary State Company activities.

The programme receives approval from the Government of the Russian Federation. The long-term 
(2010–2021) Russian Highways State Company programme of activities currently in effect was 
approved by Decree No. 2146-r of the Government of the Russian Federation dated 31 December 
2009 (and as amended by Decree No. 2243-r of the Russian Government dated 13 October 2017).
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Target and Programme indicators are correlated with the sub-programme target indicators and 
indicators of the Highways federal target programme Development of the transport system of 
Russia (2010–2021) approved by Decree No. 848 of the Government of the Russian Federation 
dated 5 December 2001 "On the federal target programme for the Development of the transport 
system of Russia (2010–2021)". Programme implementation provides for regular monitoring of 
target indicators and indicators with a view to clarifying and correcting them in accordance with 
the actual period of transfer of highways to State Company trust management, the approved 
amounts of budget financing, and the achievement of Programme results. 

In order to implement the Programme by 2021, the State Company plans to carry out a range 
of work on pre-project preparation, design, preparation of the territory, construction and/or 
reconstruction, and integrated development of the following highways and high-speed roads for 
the organization of their toll:

• the М-1 Belarus – from Moscow to the border with the Republic of Belarus (to the cities of 
Minsk and Brest);

• the М-3 Ukraine – from Moscow to the border with Ukraine (towards Kiev) via Kaluga and 
Bryansk;

• the М-4 Don – from Moscow to Novorossiysk via Voronezh, Rostov-on-Don, and Krasnodar, 
including the connecting highway under construction from M-4 to Domodedovo airport;

• the М-11 – the high-speed road under construction between Moscow and St. Petersburg;

• the А-113 – the Central Ring Road under construction (Moscow Region); 

• highways under construction to ensure the integrated development of the Novorossiysk 
transport hub; 

• the Moscow–Nizhny Novgorod–Kazan high-speed highway under construction (at the section 
of the Balashikha and Noginsk bypass);

• other promising projects.
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In relation to the implementation of this set of work, the State Company has implemented and/
or are at various stages of preparation and implementation of 20 investment projects since its 
inception.

The km 258–km 334 (bypass Vyshny Volochyok) section of the 
M-11 Moscow–St. Petersburg Highway

The km 15–km 58 section of the M-11 Moscow-St. Petersburg 
Highway

The km 21–km 225 section of the M-4 Don Federal 
Highway from Moscow to Novorossiyskvia Voronezh, 
Rostov-on-Don, Krasnodar

The 517 km–544 km section of the M-4 Don 
Federal Highway from Moscow to Novorossiysk 
via Voronezh, Rostov-on-Don, Krasnodar 6 

projects at operational 
stage

The new Moscow Ring Road exit 
from the federal road M-1 Belarus, 
Northern Odintsovo Bypass

М-11

М-4

М-1

М-4

М-4

М-11

The km 225.6–km 633 section of the M-4 
Donhighway from Moscow to Novorossiyskvia 
Voronezh, Rostov-on-Don, Krasnodar 

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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10 
projects under 
construction

CRR

CRR

М-11

М-11

М-11

The 124 km–194 km section of the M-3 Ukraine Federal Highway from 
Moscow to the border with Ukraine (to Kiev) via Kaluga, BryanskМ-3

The 543 km–684 km section of the М-11 
Moscow–St. Petersburg High-speed Highway

М-3 

The 58 km–149 km section of the М-11 
Moscow–St. Petersburg Highway

М-4

М-4

М-4

М-11

CRR The 633 km–715 km section of the M-4 Don Federal Highway 
from Moscow to Novorossiysk via Voronezh, Rostov-on-Don, Krasnodar 

The 1091 km–1319 km section of the M-4 Don highway from Moscow to Novorossiysk 
via Voronezh, Rostov-on-Don, Krasnodar

Central Ring Road of Moscow Region (CRR). 
Start-up complex No. 1

Central Ring Road of Moscow Region
(CRR). Start-up complex No. 5

Central Ring Road of Moscow Region (CRR). 
Start-up complex No.3

The 334 km–543 km section of the М-11 
Moscow–St. Petersburg Highway

The 208 km–258 km section of the М-11 
Moscow–St. Petersburg Highway

М-11

CRR
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М-7

4 
projects at the stage

of tender and preparatory
works

М-1

М-3

The 65 km–124 km section of the M-3 
Ukraine Federal Highway from Moscow 
to the border with Ukraine (to Kiev) via 
Kaluga, Bryansk

Central Ring Road of 
Moscow Region (CRR). 
Start-up complex No. 4 

Reconstruction and subsequent operation 
of the 33 km–84 km section of the M-1 
Belarus Federal Highway

Construction of a new exit to the 
Moscow Ring Road from the M-7 
Volga Federal Highway 
(bypassing Balashikha and Noginsk) 

CRR

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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* Hereinafter the changes to the planned target indicators are given in comparison with the end of 2010.

The State Company plans to increase the length of highways in trust management by 86% to 
3 870 km by 2021, all the while ensuring the quality of services provided to users by means of 
the creation of multifunctional road service zones (MFZ include recreational areas, specially 
designated smoking areas, toilet facilities, petrol stations, car washes, repair shops, catering and 
trade facilities, motels, medical aid points and other areas)*:

The number of MFZ on State Company highways, units; 

Length of State Company Highways, km
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As part of the Programme, an increase is planned for the length of State Company highways that 
meet transport performance indicator (TPI) standards to 3 400 km with a corresponding increase 
in their share in total length to 87.7%, for the following years:
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Length of State Company highways that meet TPI standards, km; 

Share of total length of State Company highways that meet TPI Standards
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Key State Company performance indicators for the programme period are presented in the table 
and diagrams below.

81.9 85
79.4

72.870.667.6
63.3

56.5
51.747.2 50.3

87.7



95

The State Company plans to increase the average speed of vehicles on the highways in its trust 
management by 2021 by:

☑  improving the technical specifications of highways and increasing the length of technical 
category 1 highways of federal significance to 2910 km:

Length of State Company technical category 1 highways, km; 

Share of length of State Company technical category 1 highways
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☑  significantly decreasing the length of congested highways to 180 km:

Length of congested State Company highways, km; 

Share of length of congested State Company highways
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19.321.923.9
28.1

65.9
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74 75 75

72.368.465.362.460.9
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Moreover, the State Company plans during the Programme period to provide for a cumulative 
increase in the length of highways upon which capacity limitations will be eliminated to the tune 
of 1 440 km and provide access to vehicles with an axle load of 11.5 tonnes per 2470 km:

Increase in length of State Company highways upon which capacity limitations will be eliminated, km; 

Increase in length of State Company highways providing access to vehicles with an axle load of 11.5 tonnes, km; 

Proportion of accidents with accompanying poor road conditions, %
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+1 058 km  
+23% 60%

-345 km  -24% 48%

2 889.7 km 75%

+824.3 km 57%

40 units 47%

+1 020.4 km 41%

+525 km 65%

Length of State Company highways

Increase in the length and share of State Company highway that meet TPI regulatory requirements

Increase in the length of technical category 1 State Company highway

Reduction in the length and share of congested State Company highways

Increase in the length of State Company highways for which capacity restrictions 
have been removed  

The number of MPZs created on State Company highways

Increase in length of State Company highways providing access to vehicles with an axle load of 11.5 
tonnes

As of the end of 2016, the State Company achieved the following 
target indicators:

Programme progress 
status to 2021

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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The State Company plans to build 1 230 km and reconstruct 730 km as well as carry out major 
repairs on 760 km of highways by 2021

At the same time, the length of motor roads constructed and/or reconstructed as a part of 
concession and investment agreements over the entire Programme implementation period are 
to reach 1 370 km, which is equal to a significant proportion of their total length:

 

1370
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70%

Highways 
constructed/reconstructed 

at the expense 
of government funding

Highways 
constructed/reconstructed 

as part of PPP projects

30%
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Sources of financing for the State Company activities up to 2021 in millions of roubles are 
presented in the diagram below:

 -
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Subsidies from federal budget;

Direct loans

Financing from concession holders and investors;

Income from toll collection;

Russian Federation Investment Fund;

Other State Company Income;

Russian Federation property contributions

LEGEND:

350,000

300,000

250,000

200,000

150,000

100,000

50,000

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES



100 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

As the diagram shows, subsidies from the federal budget are the primary source of financing 
for State Company activities, although there are plans to attract a significant portion of extra-
budgetary funds for the implementation of investment projects in 2017–2019.
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Share of financing attracted for State Company highway construction and reconstruction activities, %; 

Share of income from State Company trust management in relation to the financing of trust 
management activities on the whole, %; 

Share of internal revenue in relation to financing of State Company activities (of other kinds) on the 
whole, %
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As of the end of 2016, the State Company reached the following 
performance targets:

State Company activity target and performance indicators are achieved through the 
implementation of the following types of activities:

1) the organization of State Company highway construction and reconstruction;

2) the trust management of State Company highways;

3) other types of activity.

212 km

RUB 34.7 bn

676 km

RUB 64 bn

RUB 529.4 bn

22%

366.6 km

State Company highways constructed and reconstructed

State Company highways constructed and reconstructed as part of concession and investment 
agreements

extent of major repairs carried out on State Company highways

the amount of direct borrowing in financing the construction and reconstruction projects of State 
Company highways

the amount of internal funds and borrowed funds from investors in financing the construction and 
reconstruction State Company highways projects

the amount of state funding (including subsidies and funds from the Russian Federation Investment 
Fund) for the construction and reconstruction of State Company highways

the share of extra-budgetary financing in State Company highway construction and 
reconstruction projects

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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• ensuring the preparation of documentation for territory planning 
and the carrying out of land cadastral work;

• developing design documentation;

• carrying out construction, reconstruction and integrated 
development of highways and other.

Moreover, in addition to the above items of expenditure that make up 
CAPEX in investment projects, the cost of organizing highway construction 
and reconstruction also includes the cost of project preparation and 
maintenance (the development of business plans, transport and financial 
models, competitive documentation for concession and investment 
agreements, obtaining the necessary inspections, consulting and expert 
support of projects, including support for road shows, concession and 
investment tenders and procedures for the financial closure of projects) 
as well as expenses for the technical support of projects (costs for 
conducting a public technical and price audit of projects, construction 
monitoring, and the provision of technical contract owner and 
independent engineer services).

The organization of State Company highway construction and 
reconstruction is financed through subsidies from the federal budget, 
the National Wealth Fund, and extra-budgetary funds attracted by the 
State Company in the form of direct borrowing and financing from 
private investors. 

Subsidies are granted by the Ministry of Transport of the Russian 
Federation within the limits of the budgetary provisions of the Federal 
Road Fund. Direct borrowing is used by the State Company to partially 
take the place of budget funding of projects, including as a source of 
capital grant financing granted to investors and concessionaires at 
the investment stage of agreements as part of state co-financing of 
construction and/or reconstruction. 

2.2. SOURCES OF FUNDING FOR STATE COMPANY ACTIVITIES RELATED TO THE ORGANIZATION 

OF HIGHWAY CONSTRUCTION AND RECONSTRUCTION ACTIVITIES

THE ORGANIZATION OF 

HIGHWAY CONSTRUCTION AND 

RECONSTRUCTION INCLUDES 

THE IMPLEMENTATION OF THE 

FOLLOWING ACTIVITIES:
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Organization of highway construction and reconstruction

Construction and 
reconstruction 
expenditures

Investment project 
preparation and support 
expenditures

Technical project support 
expenditures

Subsidies from the federal budget

Russian Federation Investment 
Fund resources

 National Wealth Fund

 Direct borrowing

Unds from investors

CONSTRUCTION 

AND RECONSTRUCTION

CAR ROADS
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Expenditures and sources of financing for activities related to the organization 

Total 2010 2011 2012 2013

Expenditures related to the 
organization of highway 
construction and reconstruction, 
including:

1 421 553.1 58 643.2 68 348.8 101 300.3 94 600.3

Expenditures related to the 
preparation and support of 
concession and investment 
agreement conclusion

5 238.8 - 20.0 349.9 386.8

Expenditures related to technical 
project suppor 8 414.1 - - - 13.9

Sources of financing for activities 
related to the organization 
of highway construction and 
reconstruction, total

1 421 553.1 58 643.2 68 348.8 101 300.3 94 600.3

Federal budget subsidies 880 942.4 39 487.5 32 469.3 64 838.7 82 104.8

Investment Fund resources 46 436.9 15 377.4 17 985.8 13 073.7

Funds raised, including 492 492.5 3 778.3 17 893.7 23 387.9 12 495.5

Direct borrowing 239 000.0 - - 3 000.0 -

Internal and borrowed funds from 
investors and concessionaires 253 492.5 3 778.3 17 893.7 20 387.9 12 495.5
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2014 2015 2016 2017 2018 2019 2020 2021

93 794.8 110 213.1 101 161.8 163 107.2 279 789.7 145 672.9 119 306.3 85 614.7

435.3 888.2 223.9 478.6 436.8 457.6 900.0 661.7

668.5 773.1 736.7 983.4 1 261.8  1 154.0  1 693.6 1 129.1  

93 794.8 110 213.1 101 161.7 163 107.2 279 789.7 145 672.9 119 306.3 85 614.7

91 558.1 85 880.7 86 594.8 83 890.7 86 298.6 81 162.0 84 503.7 62 153.5

2 236.7 24 332.4 14 566.9 77 535.3 193 491.1 64 510.9 34 802.6 23 461.2

- 21 727.4 10 000.0 50 852.9 105 466.2 27 053.5 20 900.0 -

2 236.7 2 605.0 4 566.9 26 682.4 88 024.9 37 457.4 13 902.6 23 461.2

   

of State Company highway construction and reconstruction in millions of roubles.
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Total length of highway in operation, km

As part of the organization and construction of highways, the State Company plans to build 1225.7 
km and reconstruct 732.4 km of highway, while the total length of toll sections to be introduced is 
set to equal 2031.1 km by the end of 2021, which would amount to 52% of the total planned length 
of roads in State Company trust management

 

  

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

 

LEGEND: The 15 km–58 km section of the M-11; 

New exit onto MRR from Federal Highway M-1 Belarus; ""

Novorossiysk transport hub highways;

A-113 CRR; 

M-11 Moscow – St. Petersburg; 

M-4 Don; 

M-3 Ukraine; 

M-1 Belarus.
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The greatest period of increase in highway operation is set to begin following 2018. 
The following roads are set to become key State Company transportation arteries: 

• the М-4 from Moscow to Novorossiysk via Voronezh, Rostov-on-Don, and Krasnodar;
• the М-11 – the high-speed road under construction between Moscow–St. Petersburg;
• the А-113 – the Central Ring Road (Moscow Region) under construction.

М-11

А-113

М-1

М-3

М-11

M-4 Don

968.3 km

A-113 Central Ring Road

251.4 km
New exit onto Central Ring Road from Federal 
Highway M-1 Belarus

18.5 km

M-11 Moscow–St. Petersburg

563.6 km

M-3 Ukraine

129.3 km

km 15 – km 58 section of M-11

43.1 km

M-1 Belarus

56.9 km

М-4

М-1

Total length of paid sections of highways, km

2000.03
km
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62%

17%

3%

18%

Subsidies from 
the federal budget

Direct Russian Highways State 
Company loans

Internal and borrowed 
funds from investors and 
concessionaires

Investment 
foundation funds

100%

Russian Federation Investment Fund resources were attracted in 2010–2012 to finance the 
construction of a new exit to the Moscow Ring Road from the M-1 Belarus Federal Highway and 
the 15 km–58 km section of the Moscow–St. Petersburg Highway.

Subsidies from the federal budget are the primary source of financing for State Company highway 
construction and reconstruction organization to 2021 overall costs.
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The second most important source of funding is that of extra-budgetary funds raised in the 
form of:

• State Company direct borrowings;

• internal and borrowed funds from agreements concluded with investors and concessionaires.

State Company direct borrowings are made in order to: 

• ensure for the financing of that part of investment projects not covered by subsidies from the 
federal budget;

• reduce the cost of extra-budgetary financing of investment projects and partially take the 
place of more expensive sources of extra-budgetary funding; 

• shorten the timeframe for the implementation of investment projects by ensuring their 
financing in advance;

• satisfy the need for financing State Company internal activities, meet the obligations of the 
State Company for the current fiscal year;

• establish the optimal structure of investment project financing sources; 

• engage in resource capacity building to ensure manoeuvrability for State Company Program 
implementation under unstable economic conditions.

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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Forms of State Company direct borrowing

Infrastructure bonds

Exchange bonds

Corporate bonds 

Eurobonds 

FORMS OF STATE 
COMPANY DIRECT 

BORROWING

Bank loans

Bonded loans 

Other forms 

Project loan financing 

Renewable or non-renewable credit line
• long-term (more than 5 years)
• medium-term (from 1 to 5 years)
• short-term (up to 1 year)

Loan on overdraft
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The choice of a tool for raising funds via direct borrowing and determining the form and 
timing of borrowing is carried out with the following things in mind:

• the correlation between the volume of expenditures and dates for servicing direct 
borrowings and the projected target volumes of income from the implementation of trust 
management activities and income from internal activities;

• the total size of expenditures related to attracting and servicing direct borrowing, with the 
implementation of risk management activities in mind;

•  the prospective group of investors/creditors ready to provide the State Company with loans;

•  the current state of the credit/financial market, including factors affecting the cost of 
borrowing for the State Company, the structure of its debt portfolio and the level of risks 
accepted by the State Company;

•  the presence/absence of security for State Company financial obligations in relation to 
direct borrowings (including state or municipal guarantees, bank security, and other types 
of security granted to secure the financial obligations of the State company for servicing and 
repayment of Direct borrowing); 

•  time and other non-financial factors, including the length of the procedure for attracting, 
refinancing and restructuring borrowings, and the availability of targeted or other 
restrictions.

As a rule, bank loans are taken out in the following situations:

− as a result of the need to cover short-term liquidity gaps;

 − as a result of the need to refinance borrowings raised before;

 − following the availability of appropriate market conditions allowing for Direct borrowing 
in the form of bank loans on more favourable terms than other types of extra-budgetary 
financing; 

 − in the case of the necessity of meeting conditional obligations of the State Company in 
relation to investment and concession contracts that have been concluded.

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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The State Company can have recourse to the following types of loans:

− project credit financing – a loan provided to the State Company by a credit institution, and the 
obligations of which are served by cash flow generated by the State Company implemented 
project;

− a renewable or non-renewable credit line – credit granted to the State Company by a credit 
institution within the established limits as the need for cash arises for the term of the loan 
agreement;

− a long-term (more than 5 years), medium-term (from 1 to 5 years) or short-term (up to 1 
year) loan-a loan granted to the State Company by a credit organization by transferring the 
entire loan amount to the State Company’s settlement account;

− overdraft credit – a short-term loan granted to a State Company by a credit institution 
by executing State Company payment documents in the case of a shortage of funds in a 
settlement account opened with the credit institution in question.

Borrowing from a bank is regulated by the Law on banks and banking activities (and in the case of 
borrowing from international financial institutions, by the Rules of the respective organizations), 
the Civil Code of the Russian Federation, regulatory documents approved by the Central Bank of 
the Russian Federation, and other by-laws regulating this type of activity.

Direct borrowing in the form of bonded loans can be carried out using corporate bonds, 
infrastructure bonds, exchange bonds and Eurobonds.

Infrastructure bonds, with the appropriate legislation, are the preferred form of borrowing for 
long-term investment project financing for the establishment of State Company highways and 
other real estate facilities as a part of the organization of construction and reconstruction of 
State Company highways. 

In the absence of legislation regulating the issuance of infrastructure bonds, corporate and 
exchange bonds issued in the currency of the Russian Federation are the preferred way to 
raise financing for the implementation of long-term investment projects.

Eurobonds may be issued to attract financing for the implementation of long-term investment 
projects provided there is sufficient interest from foreign investors and (or) foreign 
(international) banks as potential buyers for these securities, and provided that at the time 
of the decision-taking the State Company satisfies the conditions of applicable laws of the 
Russian Federation and the country of the intended Eurobond placement.
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Issued bonds may provide for a floating coupon rate. Organizing revenue position in this manner 
is a priority in an unstable economy.

The National Wealth Fund (NWF) is involved in financing the construction of the Central Ring Road. 

The federal budget of the Russian Federation includes the National Wealth Fund. NWF funds can be 
raised by placing resources from the fund into State Company debt obligations (bonds) in keeping 
with the requirements and conditions established by Resolution No. 18 of the Government of 
the Russian Federation dated 19 January 2008 "On the Procedure for managing money from the 
National Wealth Fund", Resolution No. 990 of the Government of the Russian Federation dated 
5 November 2013 "On the procedure for placing National Wealth Fund resources in securities of 
Russian issuers related to the sale self-supporting infrastructure projects", Resolution No. 991 
of the Government of the Russian Federation dated 5 November 2013 "On the procedure for 
assessing the appropriateness of financing investment projects at the expense of the National 
Wealth Fund and (or) pension savings held in trust by a state management company, on a 
returnable basis".

The procedure for issuing bonds is regulated by legislation on the securities market and other 
government rules and regulations that govern the process. 

State guarantees can be provided for State Company Bonds. The granting of a Russian Federation 
state guarantee is carried out in each individual situation on the condition of State Company 
inclusion in the program of Russian Federation state guarantees in the currency of the Russian 
Federation, which is an annex to the federal law on the federal budget for the corresponding fiscal 
year and planning period. 
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Monitoring of the targeted use of bonded loans is carried out by the Ministry of Transport of the 
Russian Federation*, which, on the basis of reports and information provided:

1) verifies information about contracts concluded by the State Company and financed with 
aid of funds attracted under Russian Federation state guarantees;

2) verifies information about State Company servicing and repayment of bonded loans 
secured by Russian Federation state guarantees;

3) verifies other information.

The first bonded loan was arranged by the State Company in July 2010 to the sum of three billion 
roubles, which was used to implement State Company construction projects (series 01). 

State Company 01 series bonds, secured by Russian Federation state guarantee, have been added 
to its Lombard List by decision of the Bank of Russia Board of Directors of the Bank of Russia. 

State Company bond holders may refinance with the Bank of Russia, using Lombard loans and 
repurchase agreements against the collateral of outstanding State Company bonds.

The planned volumes of direct borrowings as well as the costs for their servicing, provided for by 
the State Company Program of activities, are presented in the table below. 

* Order No. 413 of the Ministry of Transport of the Russian Federation dated 26 November 2013 "On 
Approving the Procedure for Ministry of Transport of the Russian Federation monitoring of the targeted 
use of loans (bonded loans) secured by Russian Federation state guarantees granted in 2010 for execution 
by the Russian Highways State Company of debt service obligations for loans (bonded loans), compliance 
with restrictions related to the provision of state guarantee support (monitoring costs for payment of 
remuneration – rewards, bonuses and other incentive payments) to the management of the Russian 
Highways State Company".
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M-1 Highway
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Attraction, return and servicing of State Company direct borrowings for the 

Total 2010 2011 2012 2013

Bond issue volume, including: 239 000 - - 3 000 -

Money from the National Wealth 
Fund 150 000 - - - -

Servicing and repayment of bonded 
loans, including 93 015 - 6 293 292

Commissions and other 
expenditures related to the 
placement of issues

1 211 - 6 0 0

Coupon payments 28 204 - - 293 292

Redemption at nominal value 63 600

Sources of financing expenditures 
for servicing and repaying bonded 

loans, including: 
93 015 - 6 293 292

Income from the implementation 
of trust management activities 25 705 - 6 293 292

Federal budget subsidies 67 310 - - - -
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2014 2015 2016 2017 2018 2019 2020 2021

- 21 727 10 000 50 853 105 466 27 054 20 900 -

- 21 727 - 40 853 66 466 20 954 - -

325 363 3 409 1 367 3 356 17 683 17 238 48 684

33 71 117 342 231 218 123 69

292 292 292 1 025 3 125 7 465 7 115 8 015

3 000 10 000 10 000 40 000

325 363 3 409 1 367 3 356 17 683 17 238 48 684

325 363 3 409 1 367 1 631 3 950 3 906 10 164

- - - - 1 725 13 733 13 333 38 520

   

programme period in millions of roubles
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Expenditures related to the payment of coupons and commissions as well as the repayment of bonded loan values, are 
fully covered by revenues from highway trust management, and, in the medium term, until 2021, by subsidies from the 
federal budget.

3 000

21 727

10 000

50 853

105 466

27 054
20 900 
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2.3. SOURCES OF FUNDING FOR STATE COMPANY ACTIVITIES RELATED TO ROAD 

MANAGEMENT

Key aspects of State Company activities related to road management include:

− carrying out work for the maintenance, overhaul and repair of State Company highways;

− organizing the collection of tolls from State Company highway users;

− organizing traffic and traffic management;

− collecting fees as compensation for damage caused by vehicles carrying heavy and (or) 
large-sized loads.

State Company trust management activities are financed through subsidies from the federal budget, 
income from trust management activities, and other revenues related to trust management. The 
financial basis of trust management activities is discussed in greater detail in Section 1.6.1. "Assets 
related to trust management".

Trust management activities

Return of investor funds and servicing 
and repayment of bonded loans

Expenditures related to organizing toll 
collection

Expenditures related to highway 
maintenance, overhaul and repairs

Federal budget subsidies

Revenue from trust management 
activities

Income from other trust 
management activities

TRUST MANAGEMENT 

ACTIVITIES

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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– construction of a new exit onto the Moscow Ring Road at the MRR 60 km 
section (bypassing Balashikha, Noginsk);

 – the 15 km – 58 km section of the M-11 Moscow–St. Petersburg Highway,

were implemented in the form of concession contracts with direct toll 
collection, in accordance with which the revenues from toll collection 
remain at the disposal of the concessionaire. 

At present, investment projects are implemented mainly in the form of 
agreements providing for the payment of a concession grantor / payment 
to the State Company, i.e. revenues from toll collection in this case remain 
at the disposal of the Russian Highways State Company and are, among 
other things, a source of financing for the State Company’s obligations 
under these agreements.

From the point of view of the economic nature of the sources of trust 
management activity financing, the revenue brought in by toll collection is 
close to federal budget subsidies, since they are not in fact State Company 
revenue, which it has the right to dispose of.  Revenue is funneled into 
a special account of the Federal Treasury and allocated to the State 
Company as needed to fund expenditures in accordance with the approved 
Programme and financial plan.

Tariffs for passage on State Company highways is carried out with the 
features below in mind. 

The maximum toll for passage on State Company toll highways and their 
sites is determined by the Government of the Russian Federation. The 
maximum toll for passage on public highways of federal significance 
has been approved by Decree No. 47 of the Government of the Russian 
Federation dated 30 January 2016 "On the payment for vehicle passage on 
public highways of federal use, toll sections of such highways (including if 
the toll section of the highway is a separate artificial road construction".

The price of the toll for the toll sections of State Company highways 
(including for certain categories of vehicles, seasons, days of the week and 
time of day) is established by the State Company board. In addition, in 
order to stimulate demand and manage traffic flow, the State Company 
has the right to provide discounts for vehicle passage that vary in 
accordance with the frequency and/or regularity of travel, including those 
taking into account the use of electronic means of payment for travel, and 
to differentiate the tariff in accordance with the time of the year, day of the 
week, and time of day of the passage in keeping with the tariff maximum 
determined by the Government of the Russian Federation.

THE PRIMARY SOURCE 

OF INCOME FROM THE 

IMPLEMENTATION OF TRUST 

MANAGEMENT ACTIVITIES IS 

TOLL REVENUE COLLECTED 

FROM ROAD USERS. THE FIRST 

TOLL ROAD CONSTRUCTION 

PILOT PROJECTS:
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For the purpose of determining the amount of the toll to be collected for passage on the highway, the State Company 
employs the following vehicle classification.

Vehicle classifications by category

VEHICLE CATEGORY DESCRIPTION FARE DIFFERENTIATION 
INDEX

Category I
Motorcycles with a trailer (carriage) and without; passenger cars with 
or without a trailer; vans, minibuses; vehicle with 2 axles and height 
above front axle up to 2 m

1

Category II Cars with or without a trailer; vans, minibuses; trucks; vehicle with 2 
or more axles and height above front axle from 2 m to 2.6 m 1.5

Category III Trucks; trailers; buses; vehicle with 2 axles and height above front 
axle more than 2.6 m 2

Category IV Specialized large-sized vehicles; trucks; trailers; buses; motor vehicle 
with 3 or more axles and height above front axle more than 2.6 m 4

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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Vehicle passage fare is subject to annual indexation to the level of the consumer price index in the 
manner set forth in the State Company Program of activities.

In June 2015 the State Company launched a loyalty program that provides discounts in accordance 
with the frequency or range of travel on the paid section of the federal M-4 Don Federal Highway, 
with plans to implement the same on other State Company highways in the future. Participation 
in the loyalty programme allows the user to receive points for kilometres paid or for each passage 
through the toll plaza with the use of a transponder (T-pass). 

The transponder (T-pass) in an electronic device that makes it possible to minimize required for 
cars to pass through toll plaza lanes. The car, which has a T-pass attached to the windshield, need 
not stop when passing the booths. It is sufficient to reduce the speed to 10–20 km per hour. The 
funds are automatically deducted from the transponder account. For vehicles of this kind, special 
lanes are allocated at the toll plazas. The average time required for the car to move through the 
payment gateway is 5 seconds.

The loyalty programme is valid for both individuals and legal entities. For accumulated points, the 
user can choose a discount level and save on toll fares for the paid sections of Russian Highways 
State Company highways. Discounts may only be obtained for the months following the current 
month for the user selected transponder. Points received by the program participant must be 
used within 12 months from the date of accrual. For each passage through a toll plaza paid for 
with a T-pass transponder, the user receives 100 bonus points. If you pay for a journey over a 
section that exceeds 100 km, 100 bonus points are awarded for every 50 kilometres of the paid 
section. (The table is presented below). If points received under the loyalty programme are not 
used within a calendar year, they are forfeited and cannot be used.
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System for awarding points

THE LOYALTY 
PROGRAMME

System 
for awarding 

points

Discount 
level prices

CRITERIA FOR AWARDING POINTS NUMBER OF POINTS

per paid passage through toll plaza 100

per 50 kilometres of paid passage (beginning 
at 100 km paid passage or more)

100

DISCOUNT LEVEL, % PRICE IN POINTS 
FOR 1 CALENDAR MONTH

3 500

5 1 000

7 2 000

10 4 000

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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Expenditures and sources of financing for State Company highway

Total 2010 2011 2012 2013

Total expenditures related to trust 
management activities 429 753.8 4 960.8 11 260.1 12  347.5 13 165.4

Repayment of borrowed investor 
funds for agreements with deferred 
payments 

70 858.1 - - - -

Servicing and repayment of bonded 
loans 93 015.1 - 5.5 292.6 292.0

Expenditures related to toll 
collection 39 394.4 - 71.0 287.4 643.6

Expenditures related to 
maintenance, repairs, and overhaul 224 967.9 4 960.6 11 181.6 11 767.4 12 205.3

Sources of financing for activities 
related to trust management, total 429 753.8 5 008.0 11 546.9 12 243.8 13 707.8

Federal budget subsidies 263 354.4 4 958.6 11 033.5 11 411.3 12 182.7

Income from trust management 
activities, including: 166 399.4 49.4 513.4 832.5 1 525.1

Revenue from toll collection 164 235.8 42.4 472.5 749.9 1 463.7

Fees for damages caused by 
vehicles carrying heavy and (or) 
large-sized loads

427.8 4.8 19.8 27.0 25.6
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trust management activities in millions of roubles

2014 2015 2016 2017 2018 2019 2020 2021

20 262.9 17 291.9 22 378.1 30 139 39 681.8 64 617.7 80 473.9 113 174.6

- 512.0 1 790.6 2 591.1 7 442.8 12 029.4 23 076.6 23 415.8

324.9 363.1 3 408.8 1 366.8 3 356.0 17 682.8 17 238.4 48 684.2

1 214.1 1 978.9 2 628.7 4 189.0 5 098.2 6 987.7 7 592.5 8 703.3

18 408.9 14 042.2 14 074.6 21 817.9 23 719.9 27 894.7 32 545.3 32 349.6

20 882.0 17 697.0 21 080.5 29 639.8 39 681.8 64 617.6 80 474.0 113 174.6

18 408.9 13 851.9 13 937.6 19 775.8 22 546.7 35 756.6 36 811.2 62 679.6

2 473.1 3 845.1 7 142.9 9 864.0 17 135.1 28 861.0 43 662.8 50 495.0

2 390.4 3 642.2 6 959.8 8 638.7 17 070.9 28 789.9 43 591.6 50 423.8

37.7 62.8 43.1 34.0 38.0 45.0 45.0 45.0
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LEGEND: Expenditures related to highway maintenance, repair, and overhaul

Expenditures related to toll collection

Servicing and repayment of bonded loans

Repayment of funds raised from investors.

Pattern of State Company highway trust management expenditure in millions of rubles

-                3 0 , 0 0 0            6 0 , 0 0 0            9 0 , 0 0 0         1 2 0 , 0 0 0

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

Expenditures related to State Company highway trust management have increased significantly 
since 2018, an increase which is connected to putting those high-speed highways under construction 
into operation and the beginning of investment payments to investors and concessionaires for 
the return of internal and borrowed funds.
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Income from toll collection for vehicle passage, in millions of rubles

А-113

A-113 Central Ring Road

45,094.4

М-11M-11 Moscow–St. Petersburg

44,988.7

М-3
M-3 Ukraine

3644.7

M-1 Belarus

89.9

164,235.8
millions of rubles M-4 Don

70,418.1
М-4

A significant portion of toll collection revenue is generated by highways with the greatest 
length of paid sections – the M-4 Don from Moscow to Novorossiysk via Voronezh, Rostov-on-
Don, Krasnodar, and the M-11– Moscow–St. Petersburg as well as the A-113 – the Central Ring 
Road under construction (Moscow Region), which is due to a linear relationship between these 
indicators.

М-1

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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Financing for highway trust management expenditures is carried out with the aid of toll collection 
revenue and trust management subsidies in almost equal proportions:

62%

38%

Subsidies from federal 
budget

Income from toll collection

100%
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Internal (other types of) State Company activities include the following:

• providing State Company highways with multifunctional zones of road service (zones for 
integrated customer service, including recreational areas, specially designated smoking 
areas, toilet facilities, gas stations, car washes, repair shops, catering and trade facilities, 
motels, medical aid stations) through the development and implementation of a unified 
concept of their integrated development;

• carrying out an inventory of land plots and State Company highways as well as real estate 
facilities located within the borders of roadside;

• carrying out cadastral and appraisal work in relation to land plots and/or their parts for the 
purpose of streamlining and demarcating the land plots and obtaining additional income 
from internal activities;

• managing land plots leased to the State Company; 

• organizing research and development work;

• organizing the provision of consultation services;

• carrying out measures related to innovative State Company development as defined by the 
State Company innovative development programme for the period 2012–2019.

Financing of the Company’s internal (other types of) activities is carried out at the expense of Russian 
Federation property contributions for the maintenance of the State Company, compensation of 
expenses for land plot rental payments and the financing of cadastral work in relation to them, 
and income from internal (other types of) State Company activities. The financial basis of the trust 
management activities is discussed in more detail in section 1.6.2. "Funds associated with internal 
State Company activities".

2.4. SOURCES OF FUNDING FOR THE STATE COMPANY’S INTERNAL (OTHER TYPES OF) 

ACTIVITIES

SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES
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Internal State Company activities

Expenditures related to research and 
development, territorial planning and 
design of road service facilities, and the 
development of innovative mechanisms 
for managing traffic flow 

Expenditures related to maintaining the 
state company 

Expenditures related to leasing state 
company land plots and financing 
cadastral work

Property contributions made by 
the Russian Federation 

Compensation of expenses for 
land plot rental payments 

Financing of cadastral work

INTERNAL STATE 

COMPANY ACTIVITIES



131SECTION II. FINANCIAL ASPECTS OF THE STATE COMPANY’S PROGRAMME OF ACTIVITIES



132 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

Expenditures and sources of financing for Internal (other kinds of)                               State Company  activities in millions of roubles

Total 2010 2011 2012 2013

Expenditures related to carrying 
out internal (other kinds of) 
activities, total 

26 029.3 497.9 966.9 1 617.3 2 012.8

Expenditures related to R&D. 
territorial planning and design of 
road service facilities and other 
expenditures

7 775.9 0 54.9 233.7 309.5

Expenditures related to 
maintaining the State Company 17 336.7 496.7 738.0 1 200.4 1 406.8

Expenditures related to leasing 
land plots and financing cadastral 
work

916.7 1.2 174.0 183.2 296.5

Sources of financing for internal 
(other kinds of) activities, total 26 299.6 504.2 1 097.1 1 715.0 1 998.4

Russian Federation property 
contributions. including: 18 253.4 497.9 912.0 1 383.6 1 703.3

Property contributions for the 
purpose of maintaining State 
Company 

17 336.7 496.7 738.0 1 200.4 1 406.8

Property contributions for 
the purpose of compensating 
expenditures related to leasing 
land plots and financing cadastral 
work

916.7 1.2 174.0 183.2 296.5

Revenue from internal activities 8 046.2 6.3 185.1 331.4 295.1
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Expenditures and sources of financing for Internal (other kinds of)                               State Company  activities in millions of roubles

2014 2015 2016 2017 2018 2019 2020 2021

2 151.9 2 908.0 2 370.2 4 752.8 2 145.5 2 171.9 2 185.4 2 248.7

739.3 1 389.3 934.1 2 958.2 260.5 286.9 300.4 309.1

1 364.4 1 517.0 1 435.2 1 782.2 1 835.7 1 835.7 1 835.7 1 888.9

48.2 1.7 0.9 12.4 49.3 49.3 49.3 50.7

2 329.2 3 649.3 3 431.8 2 829.2 2 139.4 2 171.9 2 185.4 2 248.7

1 412.6 1 518.7 1 436.1 1 794.6 1 885.0 1 885.0 1 885.0 1 939.6

1 364.4 1 517.0 1 435.2 1 782.2 1 835.7 1 835.7 1 835.7 1 888.9

48.2 1.7 0.9 12.4 49.3 49.3 49.3 50.7

916.6 2 130.6 1 995.7 1 034.6 254.4 286.9 300.4 309.1
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Pattern of financing for internal (other kinds of) State Company activities in millions of rubles

 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

LEGEND: Revenue related to internal activities

Property contributions for the purpose of compensating expenditures related to leasing land plots and 
financing cadastral work

Property contributions for the purpose of maintaining the State Company

The diagram above shows the annual increase in financing for State Company activities that comes 
from internal (other types of) activities. The primary source of internal activity as a percentage is 
the property contribution for the maintenance of the State Company. 
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Sources of financing for internal (other kinds of) State Company activities

66%

3%

31%

Property contributions for the 
purpose of maintaining the 
State Company

Property contributions for 
the purpose of compensating 
expenditures related to leasing 
land plots and financing cadastral 
work

Revenue related to internal 
activities

100%
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The financial structuring of State Company investment projects is carried out in the form of 
portfolio project financing. The primary difference between project financing and another 
common form of financing, corporate, is that the revenue generated directly by the project 
serves as a source of funding for all costs and liabilities arising in the course of the project 
implementation (in contrast to corporate financing, for which the assets of the legal entity, the 
project initiator, serve as the source). 

The state company aims to ensure the financial stability of each individual project as called 
for in project financing, though it is able, should risks arise in individual projects, to cover 
the corresponding expenses with the general surplus that is formed in the entire portfolio of 
projects. This provides significant opportunities to increase overall efficiency and diversify risks. 

In addition, the State Company can put to use individual elements of corporate financing (to 
attract loan financing directly to itself, with the cost of servicing taken from revenues from the 
implemented portfolio of projects), which also expands the company’s opportunities in general 
in relation to the mechanisms of classical project financing. 

SECTION III. FINANCIAL STRUCTURING OF PROJECTS 

3.1. GENERAL PRINCIPLES OF THE STRUCTURING OF STATE COMPANY INVESTMENT PROJECTS

 

M-4 Highway
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Primary differences between project and corporate financing 

CORPORATE FINANCING PROJECT FINANCING

Loan agreement borrower Investor company
Special project company (SPC) established 
by shareholders for the purpose of 
implementing the project

Loan characteristics Term less lengthy, standard loan 
conditions 

Term lengthier, takes into account project 
features

Investor guarantees to 
creditors

Provided by investor company (for 
example, property pledge, restrictions, 
covenants, balance and off-balance 
transactions, pledge of shares)

As a rule, provided in a limited way, 
especially at the investment stage
(for example, the right of creditors to 
manage SPC in case of default) 

Loan security Investor company assets Project cash flow, project contracts, 
insurance coverage, etc.

Risks Belong to investor company Spread between project participants

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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It is not State Company practice to rely exclusively on corporate financing due to the following 
restrictions:

− highways that are agreement subjects belong to the State Company not by right of 
ownership, but by right of trust management, which limits the use of key corporate financing 
tools (attracting borrowed funds secured by the borrower’s property). 

Thus, the State Company acts as state agent for the management of those highways that have 
been transferred to it for trust management. For the implementation of projects related to the 
construction, reconstruction and integrated arrangement of highways of this kind on the basis 
of public-private partnership mechanisms, the State Company performs the following functions:

− carrying out preliminary analysis and development of the organizational and legal as well as 
financial structure of the project;

− holding tenders and attracting contractors/investors;

− bringing agreements for state support of projects in the form of federal budget subsidies to 
the contractors/investors.

Another advantage of project financing is the ability to effectively spread risks between 
borrowers, creditors and third parties.

The project financing mechanism empowers the State Company to concentrate the 
resources and expertise of all those with a stake in the SPC as well as to ensure the 
transparent and controlled use of financial investments. The process of financing 
investment project implementation is carried out continuously over several stages of the 
project’s life cycle, both at the pre-investment stage of the project, and directly at the 
investment and operational stages. 
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State Company investment projects are implemented through the mechanism of the public–
private partnership. Possible forms of public–private partnership employed by the State Company 
are presented below.

O&M contract

Concession 
contract

Toll collection 
revenue

Private 
investment

Design and 
construction contract

SPECIAL PROJECT 
COMPANY

Design 
and construction 

contractor

Operator

State

User

Private 
investor

The Design–Build–Finance–Operate (DBFO) Model, in accordance with which demand risk 
is borne by the private sector

The DBFO is a private partner engaged in designing, constructing/reconstructing a site, financing 
specified activities and operating the facility in accordance with quality standards agreed upon 
with a public partner who makes remuneration to the private partner 

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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The Build-Finance-Operate (BFO) Model, in accordance with which demand risk is borne 
by the state

O&M contract

Concession 
contract

Toll collection 
revenue

Budget financing

Private 
investments

Construction contract

СПЕЦИАЛЬНАЯ 
ПРОЕКТНАЯ 
КОМПАНИЯ

Construction 
contractor

Operator

State

Budget

User

Private 
investor

The majority of State Company investment projects are implemented under the BFO model, 
which calls for the private partner to carry out construction/reconstruction/integration at their 
own expense and with use of borrowed funds and subsequent operation of the object of the 
agreement for the course of its life cycle and upon completion of the construction/integration of 
the highway property established seeing to its transferral to state ownership. 

SPECIAL PROJECT 
COMPANY
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The BFO model calls for the development of design estimates as well as part of the preparation 
of the construction site (including the registration of land relations) to be carried out by the 
State Company. This model made it possible, on the one hand, to accelerate the launch and 
implementation of the first highway construction and reconstruction concession projects, and on 
the other hand to transfer design risks and land risks from the contractors to the public partner 
on account of the possible absence of such competencies and established practical mechanisms 
for the formation of land plots under transport infrastructure in the private sector. However, in 
the medium term, for a number of investment projects, the State Company plans to transfer its 
site design obligations to a private partner, that is, to undertake a step-by-step transition to the 
implementation of investment projects under the DBFO model. 

At the present time, when implementing investment projects, the State Company employs the 
following legal forms of the public-private partnership:

1) concession contracts governed by Federal Law No. 115-FZ "On concession agreements", 
including:

• direct toll concession;

• availability payment-based concession;

2)  long-term investment agreements;

3) O&M contracts.

In addition, one of the non-standard forms of public-private partnership open for application 
in the medium term is the investment agreement at the pre-project stage, which allows for the 
attraction of a private partner at an early stage of investment project development.

O&M contracts may also take the form of an investment agreement (which calls for contractor 
investment in the establishment of a toll collection system) as well as the form of a service contract 
in which the contractor assumes obligations only for the operation of a toll collection system 
already in place.

Despite the legal differences of these forms, the financial structuring of all investment projects is 
carried out in keeping with the general key principles outlined below.

1. Financial structuring is carried out on the basis of the investment project financial 
model built out of the need to maintain the economic balance of the project.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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As already mentioned above, project financing calls for the self-sufficiency of toll road construction 
and reconstruction projects, that is to say, that all costs associated with the operation of the 
highway and repayment of extra-budgetary funds raised at the investment stage with the required 
level of profitability must be covered by revenue from toll collected from highway users. The call 
to be self-sufficient and break even when implementing investment projects is reflected in the 
calculation of the consolidated coverage ratio, or CCR – a key indicator of the effectiveness of the 
project for the State Company. This ratio shows the correlation between discounted costs for the 
performance of obligations under the agreement and discounted revenues from fee collection:

where
CCR – consolidated cover ratio;

RPt – total revenue from the implementation of the investment project for period t;

PCt – payments to the State Company for contractor in relation to a concession or investment 
agreement carried out at the operational stage of the Investment project for period t;

SLFtSK  – payments related to the cost of servicing and repaying loan financing attracted by the 
State Company to the project for period t;

rSK – the profitability required by the State Company, with a mind to the risks taken on in relation 
to investment project implementation, is calculated on the basis of the applicable internal State 
Company methodological documents

The recommended CCR target is ≥1.3 for projects in which the toll is collected in favour of the State 
Company.
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The economic balance of State Company investment projects
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2. Financial structuring at the investment stage

Financing State Company highway construction and reconstruction is carried out with the aid of 
the following sources:

1) capital grants / government funding;

2) extra-budgetary funds / investor funds, including:

− investor loan funds;

− internal investor funds.

3) State Company internal and borrowed funds. 

The provision of public funding to private partners at the investment stage of project implementation 
is generally an important condition and criterion for project implementation, in as much as road 
construction projects are often of a social nature and are not always economically viable for private 
investors without government support. The significant investment required for road construction 
as well as the lengthy periods of time needed for project implementation (and, as a consequence, 
self-sufficiency) create significant risks for private investors. In addition, the availability of a capital 
grant in the project is often a prerequisite for the participation of funding organizations, serving 
for them as a guarantee of the state partner’s commitment to the project.

Federal budget subsidies, direct borrowing by the State Company, and other sources (details of 
the sources of expenditure funding for highway design, construction, and reconstruction can be 
found in Section 1.6) can serve as sources capital grant financing.

An important point in the financial structuring of investment projects is the determination of 
the optimal size of the capital grant. The size of the capital grant is determined on the basis of 
the investment project financial model by means of a consistent analysis of the sensitivity of 
project performance indicators to this parameter in such a way as to ensure, on the one hand, 
the maximum amount of extra-budgetary funding, and, on the other hand, to optimize the size 
of payments to the private partner and maintain the CCR at an acceptable level for the State 
Company. The size of the capital grant depends directly on the revenues generated by the project: 
the higher the projected revenues from the collection of fare, the less the need for state financing 
at the investment stage and, consequently, the greater the amount of extra-budgetary investments 
involved in the project.
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 Internal capital 

Key ways of financing State Company projects with private investment 

Contributions 
to authorized capital

Subordinated loans 
(junior debt)

Borrowed capital 

Bonded loans

Investor funds 

Bank loans 
(senior debt)

At the project implementation investment stage, the State Company can make a down payment to the contractor/
concessionaire (up to 30% of the total amount of state funding), provided that the State Company receives a bank security 
for the advance equal to the total down payment amount. Specific prepayment conditions and amounts are determined 
for each project individually and in accordance with the impact such a decision will have on improving project efficiency.

The total amount of state co-financing / capital grant remains unchanged and cannot be increased in the course of project 
implementation.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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The financial structuring of State Company projects is based on the premise that borrowed capital 
(senior debt) is the main source of private investment, which corresponds to the established 
world practice. For the majority of projects, 50% to 90% of private financing is attracted in the 
form of debt capital. 

One key prerequisite of financial structuring is the attraction of equity financing in an amount 
roughly equivalent to 5% of the value of the facility (it is this assumption that determines the 
variation of the ratio of internal and borrowed financing from 50% of the volume of attracted 
financing in projects with a relatively small share of private co-financing of construction to 10% of 
the volume of attracted financing in concession projects with a high share of private financing). 
This condition is necessary to protect the interests of both the state and senior creditors, in 
as much as it determines the threshold for the minimum amount of financial investments 
by which the project investor is responsible for the successful implementation of the project 
(and, accordingly, loses in the event of termination of the agreement through the fault of the 
contractor).

While conducting project investment analysis and defining the initial conditions of the tender, 
the State Company bases its actions on the assumption that loan financing will be attracted in 
the form of bank loans, which is due to the greater flexibility of the financing tool (the ability to 
use different rates in a more risky construction period and less risky period of operation, fixed 
and floating rates, and the possibility of flexible annuity payment configuration) or in the form 
of project bonds. Thus, financing for the construction of a new exit from the federal M-1 Belarus 
highway onto the Moscow Ring Road was to a large extent carried out with the use of Main Road 
OJSC concessionaire bonds. One of the advantages of bond financing is that it allows you to 
raise funds from non-government pension funds and of insurance companies in the long term.
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KEY DEBT FINANCING 

ASSUMPTIONS EMPLOYED IN 

FINANCIAL STRUCTURING:

1. Bank loans are attracted in national currency.  Loans in foreign 
currency, attracted from international financial organizations, can also 
serve as a source of loan financing for PPP projects. However, keeping 
in mind that project cash flow is expressed in Russian currency, and 
also taking into account the significant volatility of the Russian currency 
market in the absence of effective hedging mechanisms for currency 
risks and in the absence of state coverage of this risk, the attraction of 
loans in foreign currency is possible only in the case of currency risk 
closure by the investor or lender.

2. The attraction of bank loans can be calculated by employing two 
mechanisms for the formation of interest rates:

• fixed interest rates;

• floating interest rates – variable component rates linked to one of 
the key macroeconomic indicators (for example, the CPI, the key 
rate of the Central Bank of the Russian Federation, etc.).

Fixed interest rates are reasonable and attractive for all parties involved 
in project implementation in stable economic conditions and in markets 
with low inflation.

However, in an unstable market economy the cost of extra-budgetary 
funding that can be attracted can also be calculated with the floating 
rate mechanism introduced in key macroeconomic indicators (inflation 
or other similar indicative indicators) to hedge the risk of a significant 
change in the cost of borrowed financing. Floating rates make it 
possible, on the one hand, to attract investors even in adverse economic 
conditions under conditions acceptable to them, and on the other hand, 
to reduce the project’s current liabilities to creditors as the financial 
markets stabilize and rates are reduced. The mechanism of floating rates 
is also attractive because, as part of project implementation, the annual 
indexation of revenue from highway toll collection, the main source 
of private-partner investment return, is made in accordance with the 
consumer price index. Accordingly, the standard State Company project 
already contains an element that makes it possible to link expenditure 
changes in debt servicing at a floating rate with changes in project 
income. Linking the financing terms to revenue ensures the stability of 
the entire financial structure.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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It should be noted that the mechanism of a floating rate of return possesses significant 
optimization potential for increasing its attractiveness to all groups of capital market participants 
(commercial banks, investment and pension funds, other investors) by fixing the rate of return 
for certain periods or its connection to various indicators at investment and operational stages. 
Thus, as part of Central Ring Road concession projects, the rate of return for loan investments 
at the construction stage was tied to a banking indicator (Bank of Russia Key rate + Premium), 
with a subsequent transition to a floating rate of return, defined as Inflation + Premium after the 
highway was put into operation.

This sort of structure also has the potential to reduce the burden that exists in relation to servicing 
funds long-term, due to a mechanism in place to reduce floating rates after the stabilization of 
market conditions and the end of the economic development crisis cycle.

The size of a fixed or variable rate on borrowed financing differs depending on the organizational 
and legal form of the State Company project and the existing state of financial markets and is 
tested for eligibility for potential investors and creditors. The establishment of the size (rate) of 
profitability for private partner’s loan investments is carried out on a market and competitive 
basis.

1.  When structuring the repayment schedule of debt financing, you should focus on long-
term loans and loans of up to 12–15 years. The terms of said loans should include market 
commissions for the opening of a credit line and not the chosen amount of a credit line, 
interest accrual and payment for the duration of the investment phase, the repayment of 
principal beginning from the operational stage or a grace period for principal repayment of 
principal in the first years of operation. An assumption of planned refinancing in the loan 
repayment schedule subject to planned refinancing not earlier than before the agreement 
has been in place for 12 to 5 years and refinancing of not more than 40–50% of the initially 
raised volume of loan financing can be allowed for.

2.  The creation of a Debt Service Reserve Account (DSRA) in the last year of the investment 
stage is a standard condition and is supported in the amount of payments of principal and 
interest expenses for the period, usually from two to four quarters, which meets funding 
organization requirements.

The main tools for financing equity capital are contributions from shareholders to the company’s 
share capital and shareholder loans. At the same time, the greater part of the need for internal 
capital is financed by equity loans (junior, subordinated debt), subordinated in relation to senior 
debt obligations. 
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• A form of shareholder investment 
in the form of a loan, that 
allows payments to be made to 
shareholders, when the SPC has 
funds but cannot formally pay 
dividends (for example, in the case 
of accounting losses) 

• Priority requirements lower than 
senior debt 

• There are no / low requirements 
for the level of DSCR and the size 
of DSRA, but the rate for such loans 
is higher 

• Payment of the body of debt can be 
suspended depending on the level 
of covenants on senior debt

• Control over SPC activities 

• The right to claim SPC residual assets 

• Investments in the form of share 
capital are necessary at the stage of 
financial closing 

• Shareholders receive dividends           
on the residual principle 

• Shareholders usually have to accept 
the risks of the project and invest  
funds before the debt collection 

• With a small share of the share 
capital, lenders can establish more 
conservative DSCR ratios 

• At the end of the project, the balance 
of the share capital is returned to the 
shareholders

TYPES 

OF SHAREHOLDER 

INVESTMENT
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In keeping with generally accepted practice, the following can be investors in the equity of the 
project company:

• sector investors (sponsors), including structural units of construction and operating 
companies (operator). Investors of this kind have additional commitment to the project 
(construction contract, operating agreement, etc.), and they usually take on additional risks 
(construction, operation).

• financial investors interested in participating in projects of this kind as in a sort of financial 
asset (banks, management companies, insurance companies, infrastructure funds, etc.).

Portfolio funds, the key feature of which is a relatively short (4–7 years) investment period, are 
another type of financial investor. To ensure that investors of this sort are able to participate 
in State Company projects, flexible rules for replacing minority shareholders of the project 
company have been established.

The participation of these two groups of investors (sector and financial) provides a balanced 
distribution of competencies and resources for integrated projects. And in this regard, it is proper 
to participate in the implementation of primarily capital-intensive concession projects of consortia 
that represent the merger of these two groups of investors.

The value of equity financing that has been attracted can also be calculated using either fixed 
interest rates or floating. 

The establishment of the size (rate) of returns for a private partner’s loan investment is also carried 
out on a market and competitive basis.

The arrangement for the return of investor equity funds (unlike bank loans) is more flexible and is 
determined with the conditions set by creditors in mind and depends on many factors:

• the presence of funds available for distribution to shareholders; 

• the implementation of covenants established by senior creditors (DSCR – Debt Service 
Coverage Ratio), (LLCR – Loan Life Coverage Ratio and so on); 

• the discharge of all payments for senior loans for the period under review; 

• the fulfilment of the target ratio between internal and borrowed funds, provided that the 
subordinated loan cannot be repaid earlier than the senior debt; 

• the payment of interest on the subordinated loan for the period under review;
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3. Financial structuring at the operational stage

In accordance with the terms of the direct toll concession contract, the concessionaire may collect 
a toll for passage on a toll highway, which will then serve as a source of financing for operating 
costs and return of investment during the start-up facility. The longer the term of the contract, the 
more opportunities the concessionaire has to reimburse construction costs and the cost-effective 
operation of the infrastructure handed over to it by the state. 

All other organizational and legal forms of implementation of State Company projects besides 
the direct toll concession contract in favour of the concessionaire, provide for toll collection the 
highway users in favour of the State Company / state (the concession grantor). In this case, the 
contractor/concessionaire has the right to recover part of the capital costs incurred by him at 
the investment stage of the contract in the form of investment payment as well as to receive 
operational payment (infrastructure service fees) as compensation for the costs of maintaining, 
repairing and overhauling the highway, operating the TCS and ATCS, and other operating costs. 
Thus, the availability payment consists of two parts: 

1) investment payment;

2) maintenance charge.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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Availability payment structure

 

DEFRAYMENT OF 
OPERATIONAL EXPENSES

•	 Recoupment of internal investment

•	 Revenue for internal investment

Recoupment of expenditures and return of 
attracted loan investments

•	 Main body of debt

•	 Loan interest

Сurrent repairs and overhaul

•	 Insurance

INVESTMENT RETURN

Investment payment

Reducible portion
(can diminish for fines for 
failing to meet road quality 
requirements)

Indexed to the level of 
inflation
(can diminish for fines for 
poor operation)

Non-reducible 
portion

Maintenance charges

The investment payment structure includes:

1) the non-reducible portion, aimed at the return and servicing of borrowed investor funds. 

Return and servicing are carried out in keeping with the terms and duration of loan financing 
outlined above.

2) the reducible portion, aimed at the return and servicing of the investor’s internal funds. The 
reducible portion of the investment payment can be paid in full only if the transport and operational 
condition of the highway complies fully with the conditions of the TIC agreement. If critical defects 
are found to be present in the road, i.e. inconsistencies with the established TIC, the private 
partner is fined, and the amount paid out from the reducible portion of the investment payment 
is reduced. In this manner the contractor’s profitability is tied to the quality of the infrastructure 
service rendered to highway users.

Return and servicing are carried out with the conditions and terms for attracting internal capital 
that have been set out above.
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However, the arrangement of repayment for internal funds differs from that in place for borrowed 
funds. The repayment of the principal amount begins, as a rule, after the full repayment of 
borrowed funds (or, in a more accommodating form of subordination, the principal amount of 
investment is paid to shareholders no faster than the body of the senior debt).

At the same time, a significant portion of the principal amount of equity financing can be returned 
in the last 1–2 years of the agreement (and serve as a kind of investment pledge – an additional 
motivation for the contractor to fulfil in good manner all obligations under the agreement before 
the last year of its implementation).

LEGEND: Reducible portion of Investment payment

Non-reducible portion of Investment payment

0            3 0 0          6 0 0          9 0 0          1 2 0 0        1 5 0 0

2021–2033

2034–2039

2040

Example of trend and structure of investment payment return in millions of rubles

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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If the financial structuring utilizes floating rates of return for the attracted investments of a private 
partner, the terms of the agreement may provide for an adjustment of the investment payment in 
terms of compensation for interest on the contractor investment.

A maintenance charge (fee for infrastructure service) may be paid to cover expenses for: 

1) highway maintenance;

2) conducting scheduled maintenance;

3) highway repair;

4) highway overhaul;

5) TCS and ATCS operation;

6) SPC concessionaire expenditures;

7) other expenditures.

The operating payment amount is usually fixed for operational years in the price of the base 
period in keeping with the terms of the agreement and is indexed in payment periods by the 
consumer price indices published by the Federal State Statistics Service.

The operating payment paid out for the current operational period may be reduced by points 
awarded to the contractor in the form of fines for low-quality highway operation.

The operational payment is structured on the basis of the principle of uniformity in order to 
minimize possible cash gaps in the first years of paid highway operation, when the risk of failing to 
reach projected traffic flow is high due to the necessity of familiarizing users with toll passage. One 
mechanism that exists for implementing the principle of uniformity is the creation of specialized 
repair funds (MRA, Maintenance Reserve Account), uniformly organized during inter-repair periods 
so that by the time relevant repair and overhaul were to begin, funds would be available in the 
amount necessary to conduct the repairs in question. The distribution of periodic allocations for 
major and minor highway repairs by period should be carried out in keeping with the revenue 
curve from toll collection so that the amount of operational and investment payments for each 
period not exceed revenue collected from tolls for vehicle passage for the same period.
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The establishment of a repair fund as part of project financing is a widespread tool for managing 
the risks of long-term investment projects. One advantage of this arrangement for the contractor is 
the ability to perform repair work on a flexible schedule in connection with the technical capabilities 
of the contractor and the specifics of the technical solutions applied during the start-up facility, 
rather than to specific periods specified in the agreement.

Funding organizations frequently utilize this mechanism to reduce the risk of an investment project. 
As a rule, for the purpose of monitoring the targeted use of the money, they impose restrictions 
on the use of the repair fund resources, which are in a special account opened by the investment 
project contractor. 

Example of a maintenance charge mechanism

Recurring fee

(monthly)
defrayal of costs for:

• highway maintenance

• TCS maintenance

• automated traffic management system 
maintenance

• other types of operational costs

Repair fund payment
(annual)

Establishing repair fund for minor and 
major repairs

 Payment clarification in TCS in relation to 
number and combination of gateways in 
operation on highway

Indexing by cumulative consumer goods 
and services index

possible amount of decrease in 
maintenance charge made on account of 
failure to meet highway maintenance and 
operation demand

✓

✓

✓

✓ Indexing by cumulative 
consumer goods and services 
index

MAINTENANCE CHARGE

Decided on the basis of a concessionaire tender in relation to the size of the maintenance 
charge and keeping in mind the following:

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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The frequency of investment payments and maintenance charges is determined by the particular 
needs of each project. The following approaches to the timing can be used as a guideline:

1) for the non-reducible portion of the investment payment – quarterly, semi-annual 
payments, and other terms, depending on the terms of the loan capital provided by the 
financing organizations;

2) for the reducible portion of the investment payment – as a rule, an annual or semi-annual 
payment;

3) for maintenance charges in terms of recurring payments – within the time frames necessary 
to ensure continuous financing of the necessary operation of the toll highway;

4) for maintenance charges in terms of payments for repairs – usually an annual payment, 
with the possibility of establishing more frequent payments (ensuring continuous financing), 
taking into account the principle of uniformity of payments to minimize possible cash gaps in 
State Company cash flow. 
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M-11 Highway

Information panel
on the road
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3.2. SPECIAL ASPECTS OF THE FINANCIAL STRUCTURING OF INVESTMENT PROJECTS FOR 

ORGANIZATIONAL AND LEGAL FORMS OF AGREEMENTS

Depending on the macroeconomic situation and financial market conditions as well as on the 
organizational and legal form chosen for the implementation of the investment project, different 
approaches are recommended for structuring the State Company investment policy.

PPP structures employed by the State Company

O&M contract
Concession with direct 

toll collection

Concession with 
payment of the 

concession grantor

Long-term investment 
agreement

Su
bj

ec
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• Construction (reconstruction)

• Co-financing capital expenditure

• Maintenance and repairs, organizing toll collection

• Optionally: developing project documentation, land-use planning, preparing 
territory for construction

Payment for accessibility on behalf of the concession grantor:

• Maintenance charges

• Investment payments (investment return, fines and bonuses depending on 
operational quality

• Building ATCS*

• Maintenance and 
repairs

• Organizing toll 
collection system

Toll for user passage

Depending on the life cycle of the site: 20–30 years 10–15 years
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When developing pre-project and project documentation (subject of agreements), a form of organizational and 
legal agreement known as a pre-project stage investment agreement can be employed. When choosing the 
organizational and legal structure of an State Company investment project, the following aspects are important to 
keep in mind: 

• the time allotted by the State Company to launch the project. For example, the tender procedure for a 
long-term investment agreement takes, on average, 6 to 8 months, and to conclude a concession contract 
- up to 1.5–2 years;

• concessions are more directed at the formation of a market for infrastructure investors, while long-term 
investment agreements are aimed at establishing a market for building investors who are able to bear 
responsibility for facility maintenance;

• investment project risks: for example, the distribution of traffic risk between project participants has a 
key impact on the payment mechanism laid down in the agreement (see table below);

• the volume of private investment: concession contracts provide relatively strong investment protection in 
keeping with the provisions of Federal Law 115-FZ "On Concession Agreements" and make it possible to 
attract more private investment than with long-term investment agreements;

• budgetary constraints: long-term investment agreements are carried out with a greater share of 
government funding than concession contracts;

• a concession contract is concluded (as a mechanism that, thanks to regulation by special legislation, 
provides a greater level of investment protection) for high-margin projects that can recoup private 
investments at a sum of more than 20% of the cost of the object; 

• a long-term investment agreement is arranged for projects with a relatively small share of off-budget funds 
(less than 20%). 

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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Choice of payment mechanism – risk distribution

DIRECT TOLL COLLECTION AVAILABILITY PAYMENT

Private partner revenue

•  Private partner revenue is generated by 
toll collection

• Primary factors in private revenue: traffic 
volume and toll rate 

Private partner revenue – payment
for the availability of a public partner

Demand risk Demand risk is incurred by the private 
partner Public partner incurs risk

Special features for the public 
partner

Availability payment is a budget 
constraint of the concession grantor / 
public partner
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The parties to this contract are:

• the concessionaire, usually in the form of a special project company (usually a consortium 
of construction organizations and financing organizations as well as companies with 
experience in highway toll operation) determined by the results of a tender

• the concession grantor is the Russian Federation as represented by the State Company.

It is a contract that includes the concessionaire’s obligations for the establishment/reconstruction 
of the concession contract object – the highway/road section with the provision of work (services) 
for the design (if applicable), construction/reconstruction, transfer to concession grantor ownership 
following construction, operation (including repair, overhaul, maintenance) of the highway (road 
section), toll collection from highway users for passage for the duration of the agreement’s validity 
as well as securing financing/co-financing of capital expenditures from internal and borrowed 
funds. The role of the concession grantor in this project implementation arrangement can be 
limited to determining the functional, technical, operational and consumer requirements for the 
facility, co-financing the cost of highway design and construction, and monitoring the activity of 
the concessionaire. 

The primary distinguishing feature of this organizational and legal form of agreement is the 
allocation of traffic risk to the private partner who collects tolls from users. Accordingly, the return 
on investment in these contracts is provided for by toll collection from highway users and is 
possible only with sufficient traffic intensity. 

The concession contract is generally concluded for a period of up to 25–35 years, taking into 
account:

• the life cycle of the agreement subject, the highway (which essentially corresponds to the 
normative beneficial use of this type of facility);

• the required payback period, which tends to be rather long on account of significant capital 
investments.

3.2.1 CONCESSION CONTRACTS WITH DIRECT TOLL COLLECTION

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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THE RUSSIAN FEDERATION AS REPRESENTED 
BY THE RUSSIAN HIGHWAYS STATE COMPANY

 

GENERAL CONTRACTOR,
OPERATOR

FINANCING
ORGANIZATION

INVESTORCONCESSIONAIRE

Participants in a direct toll collection concession contract

Direct toll collection concession contract

CONCESSIONAIRE 

(Project company, 
established by a 
consortium of interested 
organizations)

CONCESSION GRANTOR

(Russian Federation 
as represented by 
Russian Highways State 
Company)

• Co-financing project at design and construction stages with 
aid of internal and borrowed funds 

• Design (optional) 

• Preparation of territory for construction (optional) 

• Construction (reconstruction)

• Highway maintenance 

• Major and minor repairs 

• Toll collection in favour of concessionaire

• Co-financing project at design and construction stages

• Determining the functional, technical, operational and consumer 
requirements for the facility

• Monitoring concessionaire activities

25–35 years

25–35 years
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In accordance with the financial structuring of investment projects of this kind, the key function of 
the State Company is to analyse:

1) the potential feasibility of the project in view of market conditions and the required 
profitability of the investment community participants involved (the required return of investors 
should generally be higher in this case than with other forms of project implementation in 
accordance with the higher risk to which they are subject);

2) the stability of investment project indicators to changes in key conditions and prerequisites; 

3) risk and its allocation in a manner that is acceptable for the private partner.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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INVESTORS 
(SHAREHOLDERS)

FINANCING 
BANKS

OPERATIONAL STAGE 
(maintenance – TCS and ATCS operation – repair – overhaul)

RUSSIAN HIGHWAYS 
STATE COMPANY
Monitoring concession 
contract, 

Allocation of excess 
profit

CONCESSIONAIRE

• Borrowed fund 
return

• Investor fund return

REVENUE FROM TOLL COLLECTION

Primary project cash flow at the operational stage for a direct toll collection 
concession contract 
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When structuring the direct toll collection concession contract, the possibility of including in the 
conditions of the contract the provision of minimum income guarantees to the concessionaire or 
the minimum guaranteed income (MGI) paid by the State Company to the concessionaire in the 
event of inadequate revenue from toll collection. This option can be used for projects with good 
financial efficiency and relatively high risk at the beginning of their implementation. The scope of 
these guarantees should not generally exceed the amount sufficient to secure fulfilment of the 
concessionaire’s obligations in relation to the borrowed financing raised for the implementation of 
the project and keeping in mind the requirements of the financing organizations and the adequacy 
of the funds available for debt servicing (fulfilment of the conditions by the DSCR and/or similar 
covenants), and site operation costs. In accordance with international practice, the operation of the 
MGI does not cover the entire duration of the contract, but may include a period of 3 to 15 years.

The main source of income for the concessionaire during the operational stage of projects of this 
sort will be revenue from toll collection. In the event that in a particular year the actual values of 
the minimum guaranteed income exceed the revenues from toll collection with allowance made for 
deductions and extra charges, the difference between the minimum guaranteed income and the 
revenue from the toll fees, including deductions and extra charges, is paid by the concession grantor 
to the concessionaire in the form of a compensation payment. 

A direct toll collection concession arrangement may provide for the condition that in the event that 
in an individual year the actual values of the revenues from toll fees exceed a certain threshold, 
the difference between this threshold and the revenue from toll collection is distributed between 
the concessionaire and the grantor in the form of excess profit in a proportion established in the 
contract. For example, the concession grantor’s share of the excess profit can be equal to the share 
of the capital grant in the capital expenditures for the construction of the site. In the distribution 
of excess profit, all toll revenue is first collected by the concessionaire, and then the established 
portion of the excess profit is paid by the concessionaire to the concession grantor. 

The availability and size of MGI for the project can be linked to the condition governing the distribution 
of excess income. The conditions of the first concession tenders (for the construction of the 15 km – 
58 km section of the Moscow–St. Petersburg highway bypassing the city of Odintsovo) functioned 
under the following logic: in the event of a reduction during the tender of the MGI, the threshold 
in relation to which the distribution of excess income is calculated is automatically increased. This 
would mean that the more financial risk was assumed by the concessionaire (requiring less financial 
security from the state at the operational stage), the greater the level of income from the project 
remaining fully at its disposal.

Another characteristic feature of direct toll collection projects is a lower level of regulatory 
requirements for indicators and the state of the highway. The structuring of projects of this kind is 
based on the concessionaire’s direct financial need for the quality of the road surface to be high and 
lanes to remain closed for as short a time as possible, since any negative factors will lead to a loss of 
users and, accordingly, a loss of concessionaire revenue. 

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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3.2.2. CONCESSION CONTRACT WITH PAYMENT OF THE CONCESSION GRANTOR

The parties to the contract and the terms of conclusion for this type of concessions are similar to that of Direct Toll. 

THE RUSSIAN FEDERATION AS REPRESENTED
 BY THE RUSSIAN HIGHWAYS STATE COMPANY

 

GENERAL CONTRACTOR,
OPERATOR

FINANCING 
ORGANIZATIONS

INVESTOR CONCESSIONAIRE

Participants of concession contract with payment of the concession grantor
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Concession contract with payment of the concession grantor

CONCESSIONAIRE

(Project company, 
established by a 
consortium of interested 
organizations)

CONCESSION GRANTOR

(Russian Federation 
as represented by 
Russian Highways State 
Company)

• Co-financing project at design and construction stages with 
aid of internal and borrowed funds

• Design

• Construction (reconstruction)

• Highway maintenance

• Major and minor repairs

• Toll collection in favour of public partner

• Co-financing project at design and construction stages

• Determining the functional, technical, operational and consumer 
requirements for the facility

• Determining criteria for evaluating concessionaire activities

• Preparation of territory for construction

• Monitoring concessionaire activities

• Payment of maintenance charges 25–35 years

25–35 years

The primary differentiating feature of this arrangement lies in the fact that the risk of traffic belongs to the 
concession grantor, and, accordingly, toll is collected from road users by the concessionaire in favour of the 
public partner. The return of the concessionaire’s investments with the necessary level of profitability is carried 
out through investment payments, and expenses for maintaining the road in proper condition are financed 
through maintenance charges. Maintenance charges and investment payments are structured in accordance 
with the principles laid out in the section above. However, the concession grantor payment may include other 
constituent parts, including those designed to encourage the concessionaire to improve the quality of the 
infrastructure services provided and maximize the revenue from toll collection. 

It should be noted that, in contrast to the direct fee collection concession, projects with payment of the 
concessionaire have more stringent requirements in place for the operational performance of the site during 
the operation stage. This is explained by the fact that the concessionaire assumes less risk (does not bear the 
risk of traffic), and also has no direct economic motivation to maintain a high level of road quality. This fact is 
counterbalanced by the establishment of requirements in the concession contract that connect the obligations 
for their implementation with the profitability of the investor. 
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Financing of concession contract with payment of the concession grantor

REVENUE FROM 
TOLL COLLECTION

RUSSIAN HIGHWAYS STATE COMPANY

 State Company payment in accordance with 
agreement

OPERATIONAL 
EXPENDITURES

INVESTMENT 
RETURN

CONTRACTOR
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The revenue generated by toll collection is vital for the State Company as a source of funding for 
the concessionaire’s payment (in the case of its being sufficient, the company can redistribute 
revenue from other projects for payments under one contract). 

This type of agreement is particularly appropriate for the implementation of socially significant 
highway projects for which it is not possible to establish a tariff that would provide for the return 
of investments, or for projects with a high traffic risk, which are not investment attractive for 
market participants.

It is important to note that tax considerations related to the implementation of concession 
contracts with the payment of the concession grantor are regulated by Russian law as part of the 
Tax Code of the Russian Federation and Federal Law No. 115-FZ "On Concession Agreements" 
and keeping the following features of VAT in mind. 

SECTION III. FINANCIAL STRUCTURING OF PROJECTS

M-4 Highway
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VAT related tax considerations of payments

CONSTRUCTION

State financing 
(subsidies)

VAT reimbursement not 
provided for

If the concessionaire is able 
to reimburse VAT, the 
amount of the concession 
grantor’s obligations to 
the concessionaire will be 
reduced

State financing
(from other sources)

VAT is reimbursed 
100%

VAT is reimbursed 
100%

Concessionaire
 investments

Maintenance charge Investment payment

VAT applicable

Highway operation services are subject to VAT 
in full in accordance with sub-clause 1, clause 
1, article 146 of the TAX Code of the Russian 
Federation

not subject to VAT

On account of the payment’s being made 
to cover the cost of servicing internal and 
borrowed funds of the concessionaire

OPERATION

It is of importance that, due to the special features of the State Company, 
revenue from toll collection that comes into its disposal are not subject to VAT 
(in contrast, for example, to the situation in which revenue is received by the 
concessionaire in the case of direct collection). One of the consequences of this 
regulation is that the project, implemented within the structure of payment of 
the concession grantor, with all other things being equal, is more economically 
efficient than the concession with direct collection of fees. 
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The parties to the long-term investment agreement are:

• the contractor, determined by the results of a tender (generally construction organizations 
with experience in highway operation);

• the contract owner – the State Company.

This type of agreement is a mixed civil-legal contract, which may include the obligations of the 
contractor for the implementation of integrated highway work/service related to design (if 
applicable), construction (reconstruction), and operation (including repair, major repairs and 
maintenance) for the term of the agreement as well as the provision of co-financing of capital 
expenditures from internal and borrowed funds. As part of the agreement, the obligations of the 
contractor may include obligations to effectuate the collection of toll from users of the subject of 
the investment agreement in favour of the State Company. An integrated long-term investment 
agreement is very close in principle to a concession with a concession grantor’s payment, though 
it is used in cases of a relatively small amount of investor investment obligations (no more than 
20% of the project cost), and the project is not guaranteed by the Russian Federation, but by the 
Russian Highways State Company.

3.2.3. LONG-TERM INVESTMENT AGREEMENT 

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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Long-term investment agreement

Contractor

Russian Highways State 
Company

• Co-financing project at design and construction stages with 
aid of internal and borrowed funds

• Design (optional)

• Preparation of territory for construction (optional)

• Construction

• Highway maintenance

• Major and minor repairs

• TCS* and ATCS** operation

• Toll collection in favour of Russian Highways State 
Company

• Co-financing project at design and construction stages

• 100% financing of operational stage through investment payments and 
maintenance charges

• Determining criteria for evaluating concessionaire activities

• Monitoring concessionaire activities

Up to 30 years

Up to 30 years

* Toll collection system.
** Automated toll collection system.
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CONSTRUCTION 
AND OPERATION 

SUBCONTRACTORS

CONTRACTOR

 

Long-term investment agreement participants

RUSSIAN HIGHWAYS STATE COMPANY

The term of the investment agreement is usually 30 years and is specified for each investment 
project, taking into account the life cycle of the investment agreement subject (for example, 
taking into account the period required for highway overhaul and then subsequent transfer to 
the contract holder in proper condition) as well as the projected revenue of the State Company 
for the investment project. 

In investment projects implemented in accordance with a long-term investment agreement, the 
risk of traffic is borne by the State Company (as in the case of the concession with the payment of 
the concessionaire). Accordingly, the reimbursement of the operating costs of the contractor is 
provided at the expense of maintenance charges paid by the State Company to the contractor in 
accordance with the conditions specified in the agreement. The contractor’s investment return 
is provided at the expense of investment payments made by the State Company to the executor 
in instalments during the operational stage and in keeping with the conditions specified in the 
agreement.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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Financing a long-term investment agreement  

TOLL COLLECTION 
REVENUE

RUSSIAN HIGHWAYS STATE COMPANY

State Company payment in accordance with 
agreement

MAINTENANCE 
CHARGES

INVESTMENT RETURNCONTRACTOR

1) a greater volume of state co-financing at the investment stage (in comparison to that of 
concession contracts with payment of concession grantor), the share of which can reach up 
to 90%; 

2) calculation of expenses for highway maintenance, repair and overhaul in accordance with 
the standards accepted by the State Company (SCS) with lengthened (with respect to federal 
standards) periods between repairs.

The tax considerations for implementing long-term investment agreements in terms of VAT 
taxation differ from those of concession contracts only in terms of accounting for VAT on state 
funding.

Agreements of this sort are structured with the following special features in mind:
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– subject to VAT

Funding related to payment for construction is subject to taxation in keeping 
with Article 146 of the Tax Code

– subject to VAT

During the construction stage, the contractor declares income in accordance with  
acceptance protocols KS-2 and KS-3 and pays VAT for 100% of work implemented 
and organizes accounts receivable for the difference between income (100% of 
work implemented) and state funding

INVESTMENT STAGE:

State funding

Extra-budgetary 
financing
(contractor 
investment) 

Tax payment considerations in relation to VAT

 

– subject to VAT
Services provided in relation to highway operation are subject to VAT in full in 
accordance with sub-clause 1, clause 1, Article 146 of the Tax Code of the Russian 
Federation

– not subject to VAT
Investment payments made for reimbursement of the primary sum of the 
contractor’s investment are directed to accounts receivable and are not 
subject to VAT a second time  (declared income already subject to VAT at the 
construction stage)

– not subject to VAT
Investment payments related to income on Contractor Investments (borrowed 
and internal funds of contractor) are interest accrued on payment deferrals 
granted for contractor work and services provided during construction of the 
site and recognized as a commercial loan in accordance with Article 823 of the 
Civil Code of the Russian Federation. Interest is payment for a commercial loan 
in accordance with Articles 153–158 of the Tax Code of the Russian Federation 
and is not subject to VAT

OPERATIONAL STATE :

Investment payments:

•	 Reimbursement 
of contractor 
investments   
(primary sum)

•	 Income (interest) 
on Contractor 
Investment 
(borrowed and 
internal funds of 
contractor)

Maintenance charges

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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Some advantages of long-term investment agreements include the following:

 – the promptness with which agreements of this sort are concluded: they are not regulated 
by the law on concession contracts and are implemented in accordance with Federal Law 
No. 223-FZ dated 18 July 2011 "On Procurement of Goods, Work, Services by Individual Types 
of Legal Entities" and in accordance with the local regulatory act of the State Company, 
the order of procurement activities of the Russian Highways State Company, approved by 
the Supervisory Board of the State Company (Minutes No. 38 dated 13 August 2012 with 
subsequent amendments and additions). Thus, an order by the Government of the Russian 
Federation is not required to announce public tender for the right to conclude a long-term 
investment agreement, which shortens the general period of the tender; 

 – the availability of a flexible mechanism for amending the agreement in case of a change to 
cost and key technical decisions without the need to amend the acts of the Government of the 
Russian Federation (as opposed to the situation with a concession contract). 
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The O&M contract is an agreement under which the obligations of a private 
partner (operator, contractor) include toll collection from users of the toll 
highway (a paid site or road sections) in favour of the State Company 
and also may include other obligations, in full of in part, especially 
ensuring technical operation and maintenance of toll collection systems, 
maintenance of technical operations and maintenance of the automated 
traffic management system (if applicable), highway maintenance (section 
or sections), major and minor repairs (if applicable) of a highway (a section 
or sections thereof), and rendering other services to users of the highway 
or sections thereof in accordance with the terms of the contract.

In addition to the above obligations, in order to ensure the establishment 
and operation of a unified system of toll highway management, agreements 
of this type may also include investment obligations of the operator 
(contractor) to establish toll systems and other intelligent transport 
systems for the completed highway (or section thereof), the performance 
of works related to the design, construction, and installation work and 
integrated arrangement of the highway (section or sections thereof), 
and other obligations in keeping with the terms of the agreement which 
are fully or partially funded at the expense of the operator (contractor), 
to be followed by their return (compensation) by the State Company in 
instalments during the term of the agreement and in keeping with the rate 
of return established in accordance with the contract.  

The recommended term for this type of agreement is on average 10 to 15 
years and is specified for each project in keeping with the length of the life 
cycle of the components (including equipment) of the charging systems. 

Any private company or State Company subsidiary may serve as operator. 
An advantage of implementing the above-mentioned organizational and 
legal structure, for which a State Company subsidiary serves as operator, 
is the ability of the State Company to respond promptly through corporate, 
contractual mechanisms to alter technical and other conditions of 
agreement implementation as well as the term of agreement conclusion, 
which does not require a tender.

This contractual form of agreement implementation enjoys the same 
advantages as long-term investment agreements.

3.2.4. O&M CONTRACT

THIS TYPE OF AGREEMENT 

ENSURES AN INTEGRATED 

TRANSFER OF THE EXISTING 

HIGHWAY TO A TOLL STRUCTURE 

AND IS CLOSE TO A LONG-TERM 

INVESTMENT AGREEMENT IN 

PRINCIPLE.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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3.3. GENERAL FINANCIAL MODELLING PRINCIPLES FOR STATE COMPANY PPP PROJECTS

3.3.1. INVESTMENT PROJECT MODEL STRUCTURE

To assess the financial and economic feasibility of investment project implementation as well as the choice of the 
ideal model and organizational and legal form of its implementation, the State Company, in keeping with international 
practices, employs the financial model of an investment project to determine the optimal structure of project 
financing and the initial values   of financial criteria and requirements used in the selection of private investors and 
concessionaires. In the process of project preparation and implementation, the financial model can be changed, 
adapted, and optimized. 

• in the financial model, financial indicators are calculated for a period covering the 
moment of conclusion of the agreement until its expiration, and the simulation period 
is equal to one calendar year;

• the financial model contains the minimum number of macros, employs the simplest 
formulas, and breaks complex formulas into components into corresponding cells;

• the financial model makes it possible to users to obtain basic results for base year 
prices and the prices of corresponding years (when applicable);

• the financial model makes it possible to carry out scenario analysis of project 
implementation with the different structure and cost of financing, the forecast intensity, 
capital and investment costs, terms of implementation and other assumptions made 
case by case;

• the financial model contains a sufficient degree of detailization, i.e., it contains 
breakdowns by main types of work/service, periods, income, item cost, etc. (if 
applicable). At the same time, the financial model provides information in an integrated 
form, sufficient for use in project information and presentation materials; 

• the financial model is structured in accordance with the requirements of Russian tax 
and accounting legislation. 

Investment project 
financial models are 
generally built on the 
basis of the following 
principles:
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Principles for the creation of a PPP project financial model (agreement with payment of concession grantor)

VOLUME OF MAINTENANCE CHARGES AND INVESTMENT PAYMENTS SENSITIVITY ANALYSIS

Input and model assumptions

Project organizational and legal forms; macroeconomic project environment; base 
year; project implementation term; highway technical parameters; planned tariffs and 
forecast traffic intensity; project capital expenditure volume and timing of use of non-
current assets; volume of project operational costs; structure of financing, value of 
financing sources and term for use and repayment; tax requirements; private partner 
working capital; discount rates; scenarios for sensitivity calculation

Forecast of revenue and 
operating expenses

The type and volume of services related to site operation (service price list), revenue 
from toll collection; private partner expenditures for construction, repair, overhaul 
and other insurance expenditures; public partner expenditures for investment return 
for private partner site construction

Capital expenditures and 
other costs at the investment 
stage

Forecast of capital investment with inflation in accordance with construction deadline; 
other expenditures at investment stage; expenditures for financial closure, business 
plan, SPC expenditures

Amortization, taxes, working 
capital Tax payments, calculation of working capital, calculation of site earning value

P&L, CF, DCF. financing 
forecast

Calculation of return and servicing of investor’s internal and borrowed funds in State 
Company direct borrowings; repayment schedule; % and commission; calculation of 
investment payments

Efficiency valuation Financial efficiency (for the State Company, for investors); economic and budgetary 
efficiency

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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3.3.2. DESCRIPTION OF THE KEY COMPONENTS OF THE INVESTMENT PROJECT FINANCIAL 

MODEL

1. The macroeconomic environment

2. The tax environment

The macroeconomic parameters employed in the financial model have been adopted in 
accordance with the forecast of socio-economic development prepared by the Ministry of 
Economic Development of the Russian Federation and on the basis of data supplied by the 
Federal State Statistics Service. 

The following indicators are used as key macroeconomic inputs: the consumer price index 
(CPI), the index of investment in fixed assets (PSI), the key rate of the Central Bank of the 
Russian Federation, the GDP deflator index, and other indicators, depending on the financial 
structure of the project.

The macroeconomic parameter forecast exerts significant influence on the project indicators 
because:

• revenue from fee collection, operating costs, and maintenance charges are indexed to the 
CPI; 

• capital expenditures are defined in the agreements in keeping with indexation relative to the 
base year price determined in the conclusion of the General board of state expert review;

• in cases employing floating rates of return on private partner borrowed and internal capital, 
the amount of investment payments is also adjusted in the medium term, depending on the 
interest rate.

The financial model employs uniform tax assumptions that comply with current Russian 
Federation tax legislation and are specified in the internal methodological documents of the State 
Company. At the same tax components of investment project implementation vary depending on 
the organizational and legal form. The key features of taxation in terms of VAT are discussed in 
preceding sections.

3.3.2.1. THE INVESTMENT PROJECT EXTERNAL ENVIRONMENT
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3.3.2.1. THE INVESTMENT PROJECT EXTERNAL ENVIRONMENT
The revenue base of State Company projects is made up of revenue collected from highway users 
in the form of tolls when employing the organizational and legal forms of agreements that provide 
payments to the state company to the investor/concessionaire at the operational stage of the 
project implementation. First of all, this revenue makes it possible to finance operating costs 
associated with the operation of the subject of the agreement and the activities of the special 
project company (in the implementation of the project in accordance with concession contracts), 
and secondly, to ensure the return and servicing of private investor internal and borrowed funds 
and State Company direct borrowings made for this project.

Key factors influencing the size of project revenue:

•  traffic intensity along the highway;

• the amount of toll collected from users.

These parameters are determined as a result of transport modelling with the restrictions imposed 
on the tariffs set out in Chapter 2.1 in mind.

To forecast toll collection revenue, the State Company employs an annual indexation of tariffs in 
accordance with the level of the previous year’s CPI and the provisions of the program of activities 
set out in Chapter 2.1.

3.3.2.2. REVENUE FORECAST

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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The size of capital expenditures for the project is determined on the basis of design specifications 
and estimates or technical feasibility studies on the price level of the relevant years. 

The final construction cost is determined in accordance with the results of the tender and in 
keeping with the proposal of the tender winner. The amount of state co-financing of capital 
expenditures for the project or the total amount of capital expenditures for the project (depending 
on the project conditions) is fixed following the results of the competition and is not subject to 
re-indexing. 

In addition, project capital costs in the financial model are presented in the form of three groups 
of fixed assets for the purpose of more accurately determining the earning value at the end of 
each operating year:

1. As a general rule, the highway falls into the 10th amortization group, and is depreciated for 
tax purposes over a period of 30 years. Since the term of tax depreciation does not always 
coincide with the term of the concession contract, the residual value of the road will not be 
recognized as part of the expenses for the calculation of profit tax at the time of concession 
contract termination.

2. As a general rule, artificial structures belong to the 5th amortization group and are 
depreciated for tax purposes over a period 10 year.

3. As a general rule, TCS and ATCS belong to the 5th amortization group and depreciate for tax 
purposes over a period of 10 years.

For tax purposes, a capital grant is considered property received under a concession contract 
and is therefore not subject to income tax. Accordingly, during the operational phase, a portion 
of the capital investments financed by the capital grant is not taken into account when calculating 
depreciation for calculating the profit tax.

The financial model of the concession agreement may include other costs at the investment 
stage: the cost of operating a special project company, the cost of consulting support, the cost of 
financial closure, commission on borrowed investor funds, and the cost of attracting and servicing 
bank security provided for by conditionsof the contract. Due to the more complex and lengthy 
process involved in carrying out the tender, concluding agreement terms, and structuring the 
concession projects as a whole (in relation to long-term investment agreements, for example), the 
cost involved can be quite significant and simply ignoring it will lead to an incorrect assessment of 
the financial effectiveness of the project.

3.3.2.3. CAPITAL EXPENDITURES, AMORTIZATION AND OTHER EXPENDITURES 

AT THE INVESTMENT STAGE



183

3.3.2.4. FORECAST OF OPERATING EXPENDITURES AND OTHER REVENUES 

AT THE OPERATIONAL STAGE

Project operational expenditures include:

1. Expenditures for the maintenance, repair, and overhaul of the facility agreement. As 
a general rule, the size of these costs and the frequency of their implementation are 
determined on the basis of established standards, in keeping with indexation to the level of 
the corresponding years of their implementation, and making use of corrective coefficients 
that take into account the specific nature of the particular project and its organizational and 
legal form; 

2. The cost of operating (maintaining) TCSs, ATCSs, and Emergency Road Assistance is 
determined for each project individually, taking into account the configuration of the TCS 
(the number of lanes, the ratio of manual and automatic lanes, the length of the highway, 
etc.). These costs are similarly indexed by the CPI to the level of the corresponding years of 
implementation of these costs.

3. The project cost may include insurance expenditures for the operational stage. Calculation 
of the amount of insurance coverage for each year of operation of the contract subject is 
made in accordance with the insurance policy of the State Company and the practice of the 
Russian insurance market, in compliance with Articles 947, 949 of Chapter 48 of the Civil 
Code of the Russian Federation and is defined as the sum of insurance of a highway and 
artificial structures created as part of the project. Insurance cover for artificial structures is 
up to 100% of the earning value of the artificial structures, and for the highway, it depends 
on the particular project. The insurance premium is determined in accordance with the 
current market practice of insurance organization for insurance of sites of this kind and is 
subject to insurance conditions. 

4. When implementing a project under the concession contract structure, operational 
expenses can additionally include:  

• expenses for maintaining the SPC in keeping with current market practice (in accordance with 
the scale of the project);

• the cost of obtaining a bank security at the operational stage. The amount and cost of obtaining 
a bank security of this sort is established in accordance with the current market practice, taking 
into account the indexation of its size in accordance with the CPI. 

When structuring the concession contract, the interest income of a private investor on various 
reserve accounts can also be taken into account

To ensure the objectivity of additional project expenditures as SPC expenditures (including those 
of consulting services for the purpose of attracting financing), project conditions may provide for 
limits the corresponding costs for the purpose of reasonably limiting the costs to the state in the 
event of termination of the contract and compensation to cover financing costs.

Other principles related to the accounting and structuring of operating costs and maintenance 
charges are discussed in more detail in Section 3.1.

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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3.3.2.5. FINANCING STRUCTURE AT THE INVESTMENT STAGE AND INVESTMENT 

PAYMENTS 

Approaches to determining the optimal size of the capital grant, the ratio of internal and borrowed 
capital in private partner funds and the required return on them, and principles for the formation of 
investment payments are set out in the sections above.

Financial modelling considers private investor compliance with the requirements of maintaining 
credit covenants by financial organizations in its calculations.

Financial coefficients applied as covenants in loan agreements:

• DSCR: Typically, the target DSCR is defined at the level of 1.05–1.3 (determined in accordance 
with the requirements of funding organizations). DSCR can be calculated on cash flows for the 
quarter, half year, 12 months.

 

• CFADS – cash flow for debt servicing (significant requirements on the part of banks for this 
indicator for projects are typical).

CFADS = Revenue – Maintenansce

+ Account balances + Account balances DSRA

• D/E (Debt/Equity) – the ratio of borrowed funds to internal funds (in PPP projects, a high D/E level 
can reach 9, which corresponds to a 90% share of the concessionaire’s financing). 

D 
E

Senior dept

Authorized capital of concessionaire + shareholder loan of concessionaire investors

• DSRA Reserve account: required as an additional protection; for each line of credit, a separate 
DSRA account may be established that is separate from the others and for which each creditor has 
its own claim rights. The balance of the DSRA account often requires an amount equal to the semi-
annual servicing of the body of debt and interest. Funds from this account are typically only used 
in cases of unforeseen difficulties in servicing the debt. Primary DSRA funding is carried out at the 
stage of construction both at the expense of investors’ own funds, and at the expense of the debt.

Cash flow for dept servicing

return of body of dept + % of dept

=

DSCR  =

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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3.3.2.6. THE MAIN INDICATORS OF STATE COMPANY INVESTMENT PROJECT 

EFFECTIVENESS

In accordance with the State Company investment policy a number of indicators are calculated in 
the financial model to assess the effectiveness of projects. These indicators can be divided into 
three groups:

1) budgetary effectiveness;

2) economic effectiveness;

3) financial effectiveness for:

• the project as a whole; 

• for the State Company; 

• for investors.

In addition to the above indicators, other indicators of investment project effectiveness can be 
applied.

Investment project budgetary effectiveness is estimated by comparing the total amount of 
discounted tax revenues to the budgets of various budgetary system levels of the Russian 
Federation and other state capacities from the implementation of the investment project, 
including other revenues and savings through the introduction of toll operation, with the size of 
the budgetary investment in the investment project.

The assessment of budgetary effectiveness indicator – the Budget Profit Index (Budget Profit 
Index, – is the ratio of the total set of direct and indirect tax revenues to the budget and other 
budgetary capacities to the amount of budget expenditures associated with the implementation 
of the investment project and is calculated with the use of the following formula:

Budgetary effectiveness 

for which

is the amount of state support in the form of budgetary expenses related to 
the implementation of the project, with the exception of the funds of Russian 
Federation NWF for the period t, t = 1 … , T;

 is the term of the investment agreement;

is the discount rate. It is calculated according to the applicable methods adopted 
by the government authorities, and in their absence, use of the rate of return on 
the Russian Federation’s debt securities (bonds of the federal loan of the Russian 
Federation) with a maturity comparable to the life cycle of the investment project 
is recommended;
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where:

is the indirect tax flow for period t – tax revenues resulting from the implementation 
of the investment project into the budgets of various levels of the budget system 
of the Russian Federation during the period t from economic agents that are not 
investors or participants in the investment project, calculated on the basis of 
current tax legislation, deduction norms of tax revenues to the budgets of various 
levels of the budgetary system of the Russian Federation;

state capacities from the implementation of the investment project at the 
expense of other revenue and savings from the introduction of toll operation 
for the period t;

the extended cost of the project or an estimate of the value of assets created 
during the implementation of the investment project at the time of the end of the 
life cycle (Terminal Value), which is determined by the formula:

is budget cash flow for the period T taking into account the cost of operating the 
facility at the operational stage of the investment project per year (including average 
annual costs for the current and major repairs of the highway);

is the expected growth rates of the budget cash flow in the post-forecast period.

The investment project is recognized as meeting the criterion of budgetary 
efficiency if the calculated value of the budget efficiency index exceeds 1

Budget Cash Flow (BCF) generated by the investment project for the period t, 
defined by the following formula:

is direct tax cash flow of period t – tax revenues directly attributable to the 
implementation of the investment project into the budgets of various levels of the 
budgetary system of the Russian Federation during the period t. The evaluation 
of this indicator is made on the basis of investment and operational cash flows of 
the investment project, the projected structure of the project’s business assets, 
investment and tax legislation as well as the current tax rates for the budgets of 
various levels of the budget system of the Russian Federation;

for which

g –

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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To evaluate the effectiveness of cash flow, the following indicators can be employed

• profitability index (PI);

• net present value (NPV);

• internal rate of return (IRR);

• simple pay-back period (PBP);

• discounted pay-back period (DPBP).

As part of the assessment of financial effectiveness, the financial effectiveness of the project, 
financial effectiveness for the State Company, and financial effectiveness for the private partner 
are calculated.

The project is considered to be consistent with the criterion of financial efficiency (sustainability) if 
the net present value of project cash flow (without funding) is above zero. The NPV indicator (net 
present value) for the project is determined in the following way

Financial effectiveness

net present value of project cash flow (excluding funding);

the total amount of income from highway toll collection for the period t;

State Company budget expenditures related to the project (total capital 
investment minus funding provided by the private partner) during the period t of 
the contractual model i;

the cost of construction for period t;

expenses for operation and maintenance for period t;

net present value of assets upon expiry of the contract. This is a further stream 
of revenue from highway toll collection minus maintenance costs;

a discount rate, for example, the weighted average cost of capital for a state or a 
state company.

OMt 

VT 

rP 

NPVproject

tollt

ССt

BD t,i
AV
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Financial effectiveness for the State Company is calculated thus:

Financial effectiveness for the private partner

is calculated in the following way:

total income of SC – total expenditures of SC
+ residual value of assets

, for which:

, for which:

–   net present value of State Company cash flow;

borrowed funds raised by the State Company / funds (NWF) allocated for the project 
and used to finance the project for the period t;

profitability of Russian Federation debt securities with a comparable maturity;

project servicing of debt obligations to the State Company/funds (NWF), used to 
finance the project for the period t.

The net present value of State Company cash flow ought to be greater than 0.

– is free cash flow to equity;

the required return on equity investments;

– (Terminal value) is the post-forecast cost (post-forecast cash flow) for equity capital;

    is the number of the forecast step (for free cash flow);

–  is the number of the forecast step (for the discount rate);

–  is the number of years in the forecast period. 

SECTION III. FINANCIAL STRUCTURING OF PROJECTS
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The calculation of free cash flow on equity (FCFE) is carried out according to one of the following 
formulas:

, for which:

, for which:

, for which:

is the free cash flow in relation to the investment project;

is the income tax rate; 

is net interest payments (interest paid for the period less interest received for the 
period);

is net change in debt financing (the raising of debt financing is positive cash flow, and 
repayment of debt financing is negative cash flow).

is net profit;

is a change in working capital (an increase in investments in fixed assets);

is a depreciation of fixed assets, intangible and financial assets, changes in reserves, 
changes in deferred tax liabilities, and gains/losses from the revaluation of assets;

is cash flow from investment activities; 

is net change in debt financing (the raising of debt financing is positive cash flow, and the 
repayment of debt financing is negative cash flow).

To calculate the return on equity, the capital asset pricing model (CAPM, Capital Asset Pricing 
Model) is employed:

is the estimated equity price; 

is a risk-free rate;

is the predicted market return on the underlying asset; 

is beta-coefficient, a measure of the impact of systematic risk on the investment project, 
which reflects the sensitivity of the value of the company’s shares relative to the portfolio 
of the stock market as a whole.
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The internal rate of return of an investment project for a private partner is determined with the 
use of the following equation:

, for which:

, for which:

is the number of forecast steps (for free cash flow); 

is the number of years in the forecast period;

is free equity cash flow for year n;

 –  is the terminal value (post-forecast cash flow) for the equity.

The pay-back period                       is calculated by means of the following formula: 

is the number of periods;

is cash flow for period t; 

is the amount of initial investment for the zero period. 

, where

 is the number of periods;

is cash flow for period t;

is the amount of the initial investment in the zero period; 

is the discount rate equal to the weighted average cost of capital.

, for which:

The discounted pay-back period                       is defined in the following manner:

,  where
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A key indicator of the effectiveness of the State Company investment project is the consolidated 
coverage factor (CCR) of project costs at the operational stage, which is calculated as the ratio of 
discounted revenues from paid operation of the project and other confirmed sources of income to 
expenditures at the operational stage in accordance with the internal methodological documents 
of the State Company. This is described in more detail in Section 3.1.

The main result of the financial model is the establishment of economic balance for the project, 
which is defined as project self-sufficiency, i.e. the ability to cover investment payments and 
maintenance charges to the investor as well as direct State Company borrowing costs undertaken 
for the project, and revenue from toll collection. A schematic representation of the economic 
balance of the project is presented in the graph below: 

Graph representing economic balance of the project in prices 
for the corresponding years in keeping with CPI, in millions of roubles
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Investment payment

Maintenance charge in prices for corresponding years by CPI

Revenue from toll collection in prices for corresponding years

The approach adopted by the State Company, which is based on an assessment of the contribution 
of the investment in GDP under consideration, does not make it possible for us to properly 
determine the economic effectiveness of road investments. In general, in keeping with this 
methodology, every rouble invested in the highway increases the GDP to the same amount, and 
a multiplying effect of direct and indirect benefits created by investments of this sort can also be 
added to this. The methodology was developed by the Ministry of Economic Development and is 
employed by the State Company as well as other state organizations like Rosavtodor.

Investment in highways gives rise to numerous economic benefits. A reduction in the time 
spent on the road as well as a reduction to transport costs should lead to the emergence of 
new enterprises, creating additional jobs, raising living standards, and stimulating development. 
A reduction in pollution and accident rates can also be included among these benefits. In terms 
of cost, in addition to initial investment, operating and maintenance cost, other effects (such as 
environmental and social impacts) need to be considered. 

Economic effectiveness
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SECTION IV.  LEGAL STRUCTURING OF PROJECTS

4.1. CONCESSION CONTRACTS

Historically speaking, the concession contract was the first organizational 
and legal form of PPP project put into practice by the State Company. It 
was also the beginning of the history of the development of the public-
private partnership mechanism in modern Russia. The chief  regulator 
of relations for the preparation, conclusion, execution, and modification 
of concession contracts is Federal Law No. 115-FZ dated 21 July 2005 
"On Concession Agreements" (hereinafter referred to as the Law on 
Concession Agreements).

In accordance with clause 1 of Article 3 of the Law on Concession 
Agreements, under a concession contract, one party (the concessionaire) 
undertakes at its own expense to construct and/or reconstruct 
property specified by the contract (immovable property or immovable 
property and movable property, tied to each other technologically and 
intended for the carrying out of activities provided for in the concession 
contract), the right of ownership to which belongs or will belong to the 
other party (the concession grantor) for the performance of activities 
utilizing (operating) the subject of the concession contract, and the 
concession grantor undertakes to provide the concessionaire the right 
of possession and use of the subject of the concession contract for 
the implementation of the activity over the period established by the 
contract. 

The concession contract is concluded between the Russian Federation, 
as represented by the State Company*, which acts in accordance with 
the law, and the concessionaire. Russian legislation does not explicitly 
classify the concessionaire as a special project company, though in 
concessions implemented by the State Company, and as a reflection 
of accepted international practice, the concessionaire is a classical SPC 
created by a consortium of investors and project sponsors. 

Leading concession companies such as Vinci (France), major Russian 
construction companies Mostotrest PJSC and DSK Avtoban JSC, financial 
market leaders Russian Direct Investment Fund, Leader Management 
Company, and VTB Capital JSC, and others all serve as concession 
investors.

* In accordance with sub-clause 8 clause Part 3 Article 6 of Federal Law No. 145-FZ 
dated 17 July 2009 "On the Russian Highways State Company and on amending 
certain legislative acts of the Russian Federation".

HISTORICALLY SPEAKING, THE 

CONCESSION CONTRACT WAS 

THE FIRST ORGANIZATIONAL AND 

LEGAL FORM OF PPP PROJECT PUT 

INTO PRACTICE BY THE STATE 

COMPANY.



195

A concession is a complex contractual arrangement that provides for detailed regulation of all 
aspects of the project’s long-term life. The body of the document, the total volume of which, 
including the annexes (without technical and design documentation) equals 1000 pages or 
more, contains a detailed description of the obligations of the parties involved in relation to the 
construction (reconstruction) of the subject of the contract, the parties’ obligations to co-finance 
the activities in question and subsequent operation of the facility, toll collection activities, if such are 
included in the functionality of the concessionaire, requirements for the quality of infrastructure 
service provided to users are fixed, the procedure for cooperation between the parties and other 
project participants is determined in case of problematic situations, and compensatory and other 
mechanisms guaranteeing investors’ rights and ensuring the stability of project implementation 
are likewise determined. 

An obligatory condition of the concession contract is the attraction of private investments to 
the project. That is to say, the subject of the concession contract, in whole or in part, should 
be constructed/reconstructed at the expense of the concessionaire (by means of internal 
and borrowed funds). Current legislation has not yet set a strict minimum threshold for 
the participation of the concession grantor (i.e. the state) in co-financing the construction/
reconstruction of the subject of the contract, though the practice of implementing State 
Company contracts is based on a minimum threshold in value equal to 25% of private 
investment in the project. 

The threshold for the separation of investments between share capital and borrowed capital 
is likewise not regulated by the current legislation and is determined by the conditions for the 
implementation of a particular project and the established practice of implementing project 
financing, including the policy of funding organizations.

SECTION IV. LEGAL STRUCTURING OF PROJECTS
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The heart of a concession project lies in the concession contract. However, if you look at the 
entire set of documents that makes up a project, you can see that it is only the centre, the core 
of the structure. In addition to the concession contract itself, the concession documentation also 
includes: 

• a direct agreement (an agreement on cooperation) – a tripartite agreement between the 
concession grantor, the concessionaire, and financing organizations; it regulates the 
interaction of the parties during project implementation, and is considered by the project 
financing organizations an important element for securing the repayment of project loan 
investments; 

• a loan agreement or, in more general terms, documentation related to the attraction 
of loan financing to the project, including, depending on the financing structure, bond 
documentation and documentation related to syndication of the loan, etc.;

• a sponsorship agreement regulating cooperation between investors and project sponsors 
and funding organizations, and collateral and other security documentation;

• shareholder documentation, which regulates cooperation between project sponsors and 
includes, among other things, SPC corporate documents (constituent documents, internal 
regulations and regulations, the corporate agreement); 

• security and insurance documentation related to the concession contracts; 

• documentation regulating the mechanisms for monitoring the targeted use of project funds 
in the project (such as bank support for the project);

• an agreement with a technical expert that regulates the procedure for technical monitoring 
of progress made on the construction of the subject of the agreement and the resolution of 
technical disputes;

• the building contract for construction of the subject of the agreement;

• a contract(s) for the operation of the subject of the agreement;

• an O&M contract;

• other documents.

Nonetheless, even this list is only a superficial, brief enumeration of the primary documents, 
behind which corresponding documents and treaties are hidden, and then behind all of that, there 
is the painstaking work carried out by project teams, both from the concession grantor and from 
other participants: investors, concessionaires, financing organizations, insurance organizations, 
general contractors, technical experts, consultants for all these parties, and many, many more 
organizations and departments.
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Types of concession contracts

Concession with direct payment collection
The first type of concession contract implemented in practice in the Russian Federation at the 
federal level was a concession contract with direct payment collection (revenue from highway 
toll collection is added to concessionaire revenue). Concession contracts No. K-1 dated 17 July 
2009 for the financing, construction and toll operation of the "New exit onto the Moscow Ring 
Road from the federal M-1 Belarus Moscow–Minsk Federal Highway" and No. K-2 dated 27 
July 2009 for the financing, construction and toll operation of the 15 km–58 km section of the 
Moscow–St. Petersburg Highway became agreements of this type. 

This could be called a classic concession contract, one in which the assumption of the risk of 
traffic is made by the concessionaire. The return of investments made by the concessionaire 
is provided for by the toll, which is collected in favour of the concessionaire. The source of 
financing for costs at the operation stage is also the fare collected by the concessionaire. 

M-4 Highway
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The experience gained from structuring the first two concessions showed that even near 
a metropolis of the size of Moscow, the available traffic intensity is not sufficient for the 
implementation of projects of such scale at the expense of extra-budgetary funds alone. 
Accordingly, after studying the projects, in order to ensure their feasibility, state support was 
provided for in the form of concession grantor (state) co-financing of that part of the cost related 
to construction of the object of the contract (Clause 13, Clause 3 of the Law on Concession 
Agreements) by means of a capital grant. The source of capital grant for the projects was a special 
infrastructure fund, the Investment Fund of the Russian Federation. 

All State Company concession projects were and are subsequently implemented with the 
use of capital grants (co-financing the costs of constructing/reconstructing the subject of the 
contract). It is true, however, that the source of co-financing of this sort became subsidies already 
received by the State Company for construction or funds from the National Wealth Fund (for the 
implementation of the Central Ring Road project). 

A variation of the concession contract with direct payment collection is the concession 
contract with direct payment collection and a guarantee of minimum income. In a 
concession contract of this sort, the concessionaire assumes a limited traffic risk. In cases 
when the traffic intensity provided for by the project, which would allow the investor to 
expect a return on investments, is not achieved, corresponding funds are received from the 
concession grantor as compensation (clause 5, part 3, Article 38 of the Law on Highways).

There has been good experience in State Company practice of preliminary structuring of 
projects in this manner for the financing, construction, and toll operation of the 646 km–684 
km (stage 8) section of the Moscow–St. Petersburg Highway (M-11), though in the subsequent 
work on the concession and its expansion, with the inclusion of the 7th stage contract in the 
subject  (543 km–646 km), the form of concession with a concession grantor payment (the so-
called operational concession) was given preference. 

At the present time, the concession mechanism calling for direct payment collection and a 
minimum income guarantee, which is a compromise between the classic concession with the 
transfer of risk of demand to the concessionaire and the operational concession that does 
not involve transferring the risk to the private party, is not considered by the State Company 
as an ideal way of allocating risks in its projects, though it can be applied depending on the 
conditions of a particular project. 
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Concession with concession grantor payment 
Considering the relatively low traffic intensity to be found at a distance from large metropolitan 
areas, the difficulties for investors in assuming the risk of traffic and structuring projects in 
accordance with the concession mechanism calling for direct payment collection, the State 
Company looked to international experience in the use of concession mechanisms such as the 
so-called hidden/shadow toll and the maintenance charge (or the so-called availability payment), 
which could be considered as possible options for the expanded application of the concession 
mechanism in the development of the country’s infrastructure and for the attraction of investments 
in road construction. 

The implementation of concessions with hidden/shadow fees, however, did not fully reflect the 
investment structuring needs of the State Company, which managed a network of arterial and toll 
roads, and did not fit into the rules of Russian concession legislation. 

However, the concept of a concession with maintenance charges reflected both the needs of 
the Russian Federation to attract investment while taking into account the legal status of the 
State Company as an infrastructure centre that could take responsibility for mitigating the risks of 
projects for private investors, and of the private party that might not be prepared to assume full 
responsibility for the risks of traffic.

In this regard, the movement towards concessions with maintenance charges was made with the 
adoption of Federal Law No. N 257-FZ dated 8 November 2007 “On Highways and Highway Activities 
in the Russian Federation and Amendments to Certain Legislative Acts of the Russian Federation,” 
for which in clause 7, part 3, Article 38 the possibility of compensation of the concessionaire by the 
concession grantor of expenses, both related to the construction of the facility and the operation 
of the subject of the concession contract was provided for. Nevertheless, these provisions were 
not fully reflected in the Law on Concession Agreements. 
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Legal consolidation of operational concessions (according to  Russian legislative practice: a 
concession with the concession grantor payment) was finally granted in 2012 by means of 
corresponding amendments to the Law on concessions (Article 7 of the Law on Concession 
Agreements). They introduced the term concession grantor payment to the legal environment, 
a payment which could be established in the event that the concessionaire was not awarded the 
right to receive revenue from collecting toll for use of the subject of the concession contract.

It was also established that the parameters of the concession grantor payment were to be 
determined in accordance with the criteria of the concession tender held (clause 6, part 2, Article 
24 of the Law on Concession Contracts). Taking into account the legislative provisions and practice 
in relation to their application to specific projects, the following general concept of the concession 
grantor payment can be given: the concession grantor payment is in fact the regular carrying 
out of payments by concession grantor to the concessionaire at the operational stage for the 
purpose of returning the investment to the concessionaire with the established profitability as 
well as payments aimed at reimbursing project operating costs.

At the same time, the concessionaire, in accordance with the requirements of the concession 
contract, has assumed the responsibility and risk associated with achieving and maintaining in the 
subject of the contract high quality indicators in relation to the infrastructure service rendered to 
users, and indirectly to the state.

Quality indicators of this sort are expressed through both heightened standards in relation to 
the quality of road construction (the State Company has implemented a new standard for the 
quality of pavement (STO AVTODOR 10.2-2014 "Evaluation of the transport and operational 
condition of Russian Highways State Company highway covering for the period of contractor 
fulfilment of warranty obligations" (Order No. 7 dated 20 January 2015), to the requirements 
of so-called transport performance indicators (an integrated system of technical requirements 
for road performance indicators), and to extended road maintenance requirements as well as 
in relation to compliance with user road accessibility requirements.

All of these requirements are aimed at ensuring that concessionaire activities are as comfortable 
as possible for the end-user, for drivers and passengers, and that repair and other technical work 
is carried out during highway down times and goes unnoticed by users.
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Without assuming the risk of traffic, in concessions with concession grantor payment the 
concessionaire assumes all risks associated with operation and with the level of infrastructure 
service provided. Project profitability in this case is directly dependent on performance and 
achievement through a set of indicators that have been fixed and heightened in respect to 
standard requirements.

The failure to comply with these requirements entails a decrease in project profitability for the 
concessionaire and in extreme cases may result in the loss of the investor’s equity. Calculation 
of the amount of the investment payment made as part of the concession grantor payment in 
the so-called reduced portion is rendered on the basis of an assessment of the quality of the 
infrastructure services provided by the concessionaire in accordance with the above-mentioned 
parameters.

It must be noted that in order to increase the investment attractiveness of the concession with 
concession grantor payment, the amount of the investment payment, which within the financing 
structure is considered attributable to borrowed funds, is subject to a special conditions, i.e. 
they are not subject to any reduction. 

Maintenance charges form the financial basis the full-scale highway operation for the whole 
term of the contract, including road maintenance, and major and minor repairs carried out on 
the road. The terms of the contract provide a detailed system for concession grantor monitoring 
of the concessionaire’s activities, and which involves a system of penalties and forfeitures that 
can be applied to the concessionaire for failure to comply with the relevant obligations.

The concession with concession grantor payment provides for the long-term financial obligations 
of the concession grantor (in relation to State Company – Russian Federation projects) and 
payment of the corresponding concession grantor payment sums (investment payment and 
maintenance charge). At one time, the possibility of the Russian Federation accepting obligations 
of this sort for a period exceeding the three-year planned budget period adopted in Russia was 
called into question.
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In 2014, however, amendments were made to the Rules for decision making on the conclusion 
of state contracts for the supply of goods, work, and services for federal needs, public-private 
partnership agreements, and concession contracts on behalf of the Russian Federation 
for a period exceeding the approved limits of budgetary obligations, which were approved 
by Resolution No. 1071 of the Government of the Russian Federation dated 26 November 
2013, which established that the corresponding agreements could be concluded for a period 
exceeding the limits of the relevant budgetary obligations as a part of Russian Federation state 
programs in keeping with a period of time and funding limitations provided for by the relevant 
activities of the programs in question, and in the event that such agreements are concluded 
for a period exceeding that established for the respective programs, the agreements may be 
concluded on the basis of a determination by the Government of the Russian Federation, the 
draft of which in this case would be subject to preliminary approval by the Ministry of Finance 
and the Ministry of Economic Development of the Russian Federation (Clause 5 (1) of the Rules). 
It was in this way that the uncertainty that had worried many investors was eliminated, and a 
clear and transparent procedure for assuming long-term budgetary obligations by the Russian 
Federation was established.  

For the purpose of increasing the investment attractiveness of projects, their conditions 
provide for the possibility of concessionaire involvement in the distribution of excess project 
revenue (distribution of a portion of excess revenue), which depends on the efficiency of 
concessionaire work at the subject of the contract.

The first concession structured according to concession grantor payment was Concession 
Contract No. K-3 dated 18 November 2014 on the financing, construction, and toll operation 
of the 543 km–646 km and 646 km–684 km sections of the Moscow–St. Petersburg Highway. 
In this contract, operator duties, i.e. toll collection on behalf of the concession grantor (the 
State Company), were assigned to the concessionaire. The same structure was subsequently 
employed for structuring Central Ring Road construction project concessions, though due to 
the particular features of that project, such as the division of the ring into start-up complexes, 
which were independent subjects of contracts, and the necessity of ensuring the unity of the 
operator duties performed by having a single Central Ring Road operator, operator duties were 
separated from concessionaire activities into an independent project.
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Other concession contract classifications
It is commonly known that the way events in our life are classified can depend on the foundation 
upon which they are set and the goals of the classification. The primary sorts of concession 
contracts utilized by the State Company were considered above and distinguished from one 
another in accordance with the basic distribution of risk of demand between its parties. 

No less important, however, is a classification of contracts in terms of the distribution of the basic 
obligations for the establishment/reconstruction of the subject of the contract. Establishment 
(construction)/reconstruction and subsequent operation invariably fall under the obligation of 
the concessionaire in every structure.

In practice, however, it can be relevant to divide concessions into projects implemented in 
accordance with project documentation that had already been prepared by the concession 
grantor, and projects for which the concessionaire has been charged with site design. For 
projects of this kind, the life cycle contract mechanism in place in international practice is fully 
implemented.
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The first stage includes carrying out engineering surveys, preparing 
the technical conditions necessary for hook up to utility systems, the 
transfer/alteration of utilities, and the development of documentation 
for territory planning.

The second stage calls for project and cost estimate documentation 
development. The size of the documentation under development is 
determined in accordance with the requirements of Resolution No. 87 
dated 16 February 2008 of the Government of the Russian Federation 
"On the composition of sections of project documentation and 
requirements for their content". Sometimes this stage, either on its 
own or together with the first stage, is called architectural design for 
the purpose of separating it from the other stage, detail design, which 
is usually combined with the site construction stage. The result of this 
stage is a suite of documents known as project design documentation. It 
is also mandatory for cost estimate documentation to be developed for 
projects implemented with the use of public funds. These documents 
contain all of the important technical solutions necessary for the site, 
which are subsequently subject to further elaboration for the purpose of 
carrying out construction and installation work. 

Another feature to consider is that the design and cost estimate 
documentation together with the results of engineering surveys (if the 
inspections were not previously conducted) is subject to mandatory 
state construction inspection and can subsequently be put into use 
only after passing inspection. By the same token, any alteration made 
to the project design must past state inspection once again. Permission 
to put the site into operation is granted to the construction contract 
owner only if the parameters of the site constructed correspond to 
the design documentation that passed state inspection. Based on the 
results of cost estimation documentation examination, the state partner 
is given a project valuation, which makes it possible to determine the 
cost requirements of future construction, which in turn determine the 
parameters of the criteria for a future concession tender.

The third stage of construction design entails detail design, which 
consists of elaborating the existing basic design solutions in place for the 
purpose of carrying out construction and installation work. In practice, 
it is implemented either by the relevant construction organization 
subdivision, the general construction contractor, or by the project 
organization involved.

IT SHOULD BE CLARIFIED AT THIS 

TIME THAT, IN KEEPING WITH 

CURRENT RUSSIAN LEGISLATION, 

THE ENTIRE PROCESS OF 

HIGHWAY CONSTRUCTION 

DESIGN AND IMPLEMENTATION 

CAN BE DIVIDED INTO SEVERAL 

STAGES:
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All concession projects that have been implemented by the State Company up to now have been 
based on previously developed project documents. On the one hand, this has allowed the State 
Company to base the structuring of its projects and the timely establishment of areas of highway 
easement (land plot confiscation) on the available project documentation, while on the other 
hand, many technical solutions, had they originally been designed by the private partner, may 
have been organized differently

For the purpose of identifying and resolving these complex technical issues, the State Company 
has had recourse to the use of the mechanism of investment project technological and price 
auditing. The results of the concession project audit became a topic of public discussion, 
and the recommendations made therein were included in the terms of implementation of 
subsequent projects.

Furthermore, concession contracts, from the time of the very first concessions, began to 
include conditions allowing the concessionaire to carry out so-called project documentation 
optimization.

This condition provides the concessionaire who, in accordance with the current provisions of the 
Urban Development Code of the Russian Federation, takes on the role of developer in relation 
to the relevant subject of the concession contract, the right to carry out adjustments to the 
project documentation in relation to those areas approved by the concession grantor without 
causing parameter degradation to the site or its transport and operational indicators as well 
as within the limits of a previously defined highway easement and in unconditional compliance 
with the requirements construction inspection and observation of the term of site establishment 
specified in the concession contract in accordance with the contract conclusion resolution. In 
addition, many decisions capable of improving the project and its economics are implemented 
by the concessionaire in conjunction with the general contractor at the stage of detail design 
development.

The implementation of projects for which design obligations would be included among the duties 
of the concessionaire, which would bring them into closer line with a full life-cycle contract, is, as 
indicated above, one of the priorities of the State Company.
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Projects
Some examples of project currently in preparation include the new exit onto the Moscow Ring 
Road from the federal M-1 Belarus Moscow–Minsk highway, and a construction project with 
subsequent toll operation on the new exit onto the Moscow Ring Road at the 60 km section of the 
M-7 Volga Federal Highway (bypassing Balashikha, Noginsk), Moscow Region.

In concluding a consideration of issues related to possible concession relation classifications, it 
should be noted that contracts concluded for the reconstruction of objects already in existence at 
the time of contract conclusion are subject to transfer to the concessionaire, which, in addition to 
the reconstruction of the facility, assumes from the very outset all obligations for its operation and 
the ensuring of uninterrupted traffic thereon. To date, concession contracts have been concluded 
by the State Company only in respect to newly constructed sites, though for a number of sites, 
such as the planned concession contract for the project new exit onto to the Moscow Ring Road 
from the M-1 Belarus – Moscow–Minsk Federal Highway, one will be concluded for a road already 
in existence and functioning.
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Concession contract content

A concession contract lies at the heart of a concession project. The multi-page document 
contains detailed regulation of all aspects of project life over a long-term period.

One factor that predetermined the development of concession projects in the road industry was 
the statutorily confirmed possibility of deviating during project development from the standard 
forms of the contract previously determined by regulatory provisions. This make it possible, 
within the limits established by the Law on Concession Agreements and other legislation in 
place, to establish the terms of the contracts and adapt them to meet the needs of particular 
projects.

The structure of the standard concession contract with concession grantor payment and its 
annexes, currently in State Company use, is presented below in Appendix No. 1. As can be seen, 
many issues on the regulation of party obligations are made in appendices that are no less 
voluminous than the primary document itself.

in 2009–2010 

When the State Company began operating in 2009–2010, it already possessed two 
concessions with direct payment agreements. They were based on international experience 
and adapted to the reality of Russian implementation conditions. Subsequently, the State 
Company formed a concession model contract based on the experience gained from their 
implementation as well as the implementation of subsequent contracts, for which the 
relevant contract provisions were developed over the course of discussions between the 
concession grantor and the concessionaire with the participation of funding organizations.
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From a legal point of view, to conclude a concession contract, the parties need to agree 
on the essential terms of the concession contract, to which the subject of the concession 
contract (its description), the purpose and duration of its operation, the concessionaire’s 
obligations in relation to the establishment/reconstruction of the object of the concession 
contract, compliance with the term established for its creation and/or reconstruction and 
implementation of activities under the contract, the term of the concession contract and the 
time of transfer to the concessionaire of the subject of the concession contract, and the size 
of the concession payment as well as the procedure and term for its payment. The list of 
conditions is defined in the Law on Concession Agreements (Article 10) and is supplemented 
by the provisions of the Law on roads (Article 38). In this case, the Law on roads specifies 
sector specificity and is applied in addition to the main act for concession relations, the Law 
on Concession Agreements.

Without dwelling on all aspects of the mutual obligations of the parties to the concession contract, 
we would like to note those features that are peculiar to State Company projects and, at times, 
raise questions among concerned market participants.

Unlike the foreign practice of developed countries, where the concessionaire can be entrusted 
with the organization of highway easement, legislation currently in place in Russia assumes that 
the granting of land for the creation of the subject of the concession contract is the responsibility 
of the concession grantor, and the conditions and procedure for granting land plots are essential 
conditions of agreements concluded (see Article 10 of the Law on Concession Agreements). Land 
plots are granted to the concessionaire in the form of long-term leases.

It should be kept in mind that in so much as the State Company exercises the powers of the 
concession grantor in keeping with the direct indication of the Law on the State Company, the land 
plots necessary for the implementation of concession contracts are provided by the authorized 
state authority for long-term lease to the State Company, which then, to fulfil the requirements 
of the Law on Concession Agreements and the Law on the State Company (Part 8, Article 36) 
concludes a sublease contract with the concessionaire for the land plots. This feature does not in 
any way affect or prejudice the rights of the concessionaire, but is merely a consequence of the 
special status of the State Company as the party exercising the powers of the concession grantor 
in the performance of concession contracts.
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The provisions, however, should not be interpreted as an obligation of the concession grantor to 
transfer the entire set of land plots directly upon conclusion of the agreement. Experience building 
lengthy lineal sites such as roads shows that the most costly in terms of time is the formation of 
the easement. It is a lengthy and time-consuming process involving numerous adjustments, land 
surveying and cadastral work, dispute resolution involving land and property owners, the need 
to sometimes face complex social problems, and the carrying out of work to change the category 
and type of permitted use of land.

By the time the concession contract has been concluded, the work may not have been completed 
in full. However, by this time a sufficient number of land plots have been obtained to allow the 
concessionaire and its general contractor to obtain a building permit and to develop works on the 
subject of the contract. With regard to the remaining concession contract sites, the parties agree 
on a timetable for the allocation of land, and it is used by the concessionaire to plan a construction 
schedule. A delay in granting land plots or access thereto in the implementation of the contract is 
viewed by the concession grantor as a default and may lead to the extension of the construction 
period and corresponding justified compensation payments.

With regard to the preparation of the construction site (the removal, rearrangement of 
utilities located in the easement), the recent practice of concluding contracts assigned these 
obligations to the concession grantor. However, given that this type of work is carried out for 
the construction of the subject of the concession contract, there are no legislative obstacles 
to its inclusion among the concessionaire’s duties. Moreover, for the structuring of projects 
for which design obligations are included among those of the concessionaire, obligations for 
the preparation of the territory of the construction site logically fits into the list of obligations 
of the private party.

Current contracts also include a schedule for the release of the territory, though one should take 
into account that work of this type can be carried out in parallel with the construction of the subject 
of the contract, in accordance with the schedule agreed on by the parties, and the concessionaire 
undertakes to allow the relevant State Company contractors to perform the work.
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An important condition aimed at protecting the concessionaire and investors is that regarding 
the determination of the term for the construction of the subject of the contract. They are 
affirmed in the decision to conclude a concession contract and, in accordance with established 
practice, are counted from the date the concessionaire receives the building permit. This aspect 
of project structuring takes into account that the conclusion of the concession contract (the 
so-called commercial closure) is in fact just the beginning. By the time work has commenced, 
the concessionaire and the concession grantor must have carried out a significant number of 
activities, especially they must have seen to the assurance of borrowed finances for the project 
(for projects in which the stages of commercial and financial closure are separated), obtained 
the necessary insurance coverage, signed the corresponding sublease contracts for land plots 
with the concession grantor, involved together with the concession grantor a technical expert, if 
necessary, to ensure the development of an appropriate volume of working documentation, etc. 
These conditions are considered preliminary to start construction.

According to the latest practice in place in the State Company, at the same stage, the contracts 
that provide bank support for the project and the shared control between the financing 
organizations and the concession grantor for the targeted expenditure of the project funds 
are concluded.

The fulfilment of the preliminary conditions for the commencement of construction in 
accordance with the terms established by the concession contract is carried out with the 
concessionaire receiving, as the developer, the appropriate building permit to open the 
construction period.

The fulfilment of the concessionaire’s obligations during the construction and investment 
phase is completed by the concessionaire’s receipt of a start-up permit, after which the 
operational phase of the concession contract begins.

Particular attention is paid in the concession contract to regulating the distribution of risks 
between the parties and the consequences of the onset of various events that do not always 
directly depend on the contract’s immediate participants.

The section specially devoted to the economic balance of the concession, and which specifically 
regulates the issues associated with the onset of the so-called special circumstances is dedicated 
to this topic. These provisions determine the cases in which the concessionaire has the right to 
apply to the concession grantor with a demand to restore the upset concession balance sheet, 
including for the payment of appropriate compensation and the extension of the term remaining 
for the fulfilment of certain obligations or the contract as a whole. The contract contains detailed 
regulation of the order and settlement procedures for issues of this sort, which are in keeping 
with international practice for the implementation of projects of this kind. 

Moreover, the parties to the concession contract must agree on ways to ensure the concessionaire’s 
obligations under the contract are met, the amount of security provided, and the period for which 
it is provided as well as the procedure for reimbursing the parties’ expenses in the event of early 
termination of the concession contract.
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Legislation currently in place establishes a mandatory list of ways that can be utilized by the 
concessionaire to ensure the fulfilment of its obligations (Clause 10 of the Law on Concession 
Agreements):

• provision of an irrevocable bank security;

• transfer of the concessionaire’s rights under the bank deposit agreement by the 
concessionaire to the concession grantor as a pledge;

• insurance of the concessionaire’s risk of liability for breach of obligations under the 
concession contract.

In addition to the aforementioned methods, the parties have the right to utilize others, though the 
key word here will be "in addition", i.e. the methods of provision specified in the law are the main 
ones and are subject to establishment in the relevant concession contract.

It should be noted that liability insurance under concession contracts has not been widely 
established in market practice, therefore, the primary way of ensuring the fulfilment of obligations 
under concession contracts concluded by the State Company is to provide bank security.

SECTION IV. LEGAL STRUCTURING OF PROJECTS
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•	 A BANK SECURITY AT THE INVESTMENT STAGE
to ensure the timely completion of the establishment of the subject of 
the concession contract and cover the risks of the concession grantor’s 
losses at the dissolution of the concession contract and the failure of 
the concessionaire to fulfil its obligations at the Investment stage 
(with the exception of the down payment), including: expenditures for 
the conservation of the construction site, incomplete revenues from 
untimely commissioning of the facility, risks of highway shortcomings, 
costs of organizing a new tender, and other similar risks.

The amount of the bank security, which would make it possible to cover 
the above-mentioned risks, can equal approximately 5–15% of the cost 
of highway construction and depends on the complexity of the projects, 
the subject composition of project participants, their creditworthiness, 
and other factors.

At the same time, for the purpose of optimizing project participant 
workload while preserving the balance of interests of the parties, 
State Company concession contracts may provide for the so-called 
amortization of the bank guarantee, i.e. change its size as the project 
moves forward.  Also, as an isolated incident, there is an application of 
reverse depreciation, i.e. an increase in the size of the bank guarantee 
at the investment stage on account of an increase in the risks of the 
concession grantor in the event of the dissolution of the concession 
contract as the work progresses due to a deterioration of the conditions 
for attracting a new contractor for the completion of work, such as in 
terms of including warranty obligations, an increase taking place in the 
cost of work due to indexation, and timely commissioning of the facility.

DEPENDING ON THE STAGES 

OF IMPLEMENTATION OF THE 

CONCESSION CONTRACT AND 

SECURED OBLIGATIONS, THE 

FOLLOWING TYPES OF BANK 

SECURITY MAY BE USED:
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•	 A BANK SECURITY FOR DOWN PAYMENT 
in the amount of the down payment to the concessionaire, which, in the event of dissolution 
of the concession contract, ensures the concessionaire’s obligation to return the outstanding 
portion of the down payment.

The provision of the bank guarantee is a key condition for transferring the concession grantor’s 
down payment to the concessionaire.

•	 A BANK GUARANTEE AT THE OPERATIONAL STAGE
to ensure the proper operation by the concessionaire of the subject of the contract as well as 
fulfilment of other obligations at the Operational Stage. The size of the bank security depends on 
the specific parameters of the project.

An additional way of ensuring the interests of the concession grantor and minimizing the risks 
associated with the construction and operation of the facility is the availability of insurance 
coverage for the entire term of the contract, which includes:

− insurance of the risk of loss or damage to the facility;

− insurance of the risk of delay in putting the facility into operation;

− liability insurance to third parties for causing them harm during the construction and 
operation of the facility.

It is the responsibility of the concessionaire to ensure the availability of this insurance coverage.

It should be specially noted that, despite its detailed nature, the concession is also a flexible tool. 
Unlike the mechanism of contracts in the field of public procurement, public contracts, which 
proceed upon the basic principle of the immutability of the contract in time, the long-term nature 
of the concession contract requires its adaptation to project conditions. Accordingly, the parties 
to the concession contract are in constant dialogue and, if necessary, changes are made to the 
concession contract. 

SECTION IV. LEGAL STRUCTURING OF PROJECTS



216 THE RUSSIAN HIGHWAYS STATE COMPANY WHITE PAPER

In accordance with the general rule confirmed in clause 3, Article 36 of the Law on Concession 
Agreements, the concession contract may be amended by agreement of the parties.

The following are the exceptions to the general principle:

• a change in conditions determined on the basis of a decision to conclude a concession 
contract and a concessionaire tender in accordance with the criteria of the tender;

• a change in material conditions at the request of the concessionaire

In the first case, as follows from the formulation of clause 3, Article 36 of the Law on Concession 
Agreements, we are talking about a situation in which the parties plan to change the conditions 
determined collectively on the basis of a decision to concluding a concession contract and a 
concessionaire tender in accordance with the criteria of the tender.

In this case, the relevant resolution of Government of the Russian Federation is required 
to amend the corresponding provisions of the concession contract. The second situation 
governs cases of significant change to the conditions, when the concessionaire comes forward 
with an initiative and provides for special procedure and term for the consideration of the 
concessionaire’s request.
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Conclusion of the concession contract

A concession contract is concluded: 

• in keeping with the results of the tender (public or closed). A closed tender (among a 
limited number of participants) is held in cases specified in the Law on Concession 
Agreements, when the concession contract is concluded with respect to the subject of the 
concession contract, information about which constitutes a state secret, and the subject 
of the concession contract is of strategic importance for ensuring the defence capability 
and security of the state;

• without conducting a tender in cases provided for by the Law on Concession Agreements, 
for example, in the case where the concessionaire is determined by a decision of the 
Government of the Russian Federation;

• as a private initiative.

M-4 Highway
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Conclusion of a concession contract without a tender

The concession contract may be concluded without a tender only in cases and on terms expressly 
provided for in the Law on Concession Agreements. The law provides for several such cases, the 
first two of which are related to specific situations that may arise during the carrying out of the 
concession tender:

1) the recognition of the tender as having failed if the deadline for submission of bids for 
participation in the tender has passed and less than two bids for participation in the tender 
have been submitted; in this case the concession grantor has the right to offer the party 
who submitted the single bid for participation in the tender that is recognized as meeting 
the requirements of the tender documentation a tender proposal within no more than 60 
working days from the date of receipt of the relevant notice by the concession grantor, and 
then, if the proposal is in concordance with requirements the finalist has the right to decide 
on concluding a concession contract or not.

2) the recognition of the tender as having failed if less than two bids are submitted to the 
tender commission or the tender committee has found less than two bids to be in compliance 
with the requirements of the tender documentation. In this case, the concession grantor 
has the right to take a decision on concluding a concession contract with a single participant 
whose bid is recognized as meeting the requirements of the bidding documents. In practice, 
in particular, in the implementation of the Central Ring Road project, the State Company 
was faced with a situation in which, with high competition at the initial stage of the tender 
(preliminary selection had been passed by 5 companies), subsequently, having taken into 
account the changed macroeconomic situation in place, in each of the two concession tenders, 
only one bid was submitted;

3) concluding a concession contract with a person who has the right to own and use property 
that may be subject to a concession contract, has arisen on the basis of a lease agreement, 
subject to the conditions specified in the Law on Concession Agreements;

4) with a concessionaire, as determined by a decision of the Government of the Russian 
Federation. This mechanism has not been used, however, as part of State Company practice 
when concluding a concession contract for the establishment of a system for charging large-
scale transport.
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Conclusion of the concession contract as a private initiative

The private concessionary initiative is a new mechanism, according to which the proposal to 
conclude a concession contract does not come from the state, but from a private investor.

The primary stages of the implementation of the private concession initiative are:

1) preparation of a proposal for concluding a concession contract by a private investor;

2) consideration of the submitted proposal and decision-taking by the authorized party;

3) conducting of negotiations on the finalization of the proposal and the draft concession 
contract.
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The one to initiate  conclusion of a concession contract prepares and submits proposals to the 
authorized party on concluding a concession contract, draft concession contract, financial model, 
and other necessary documents. After the submitted documents have been considered, the 
authorized party takes one of the following decisions:

1) on the possibility of concluding a concession contract on terms proposed by a private 
investor;

2) on the possibility of concluding a concession contract on other terms;

3) on the impossibility of concluding a concession contract.

In the event that a decision is taken to conclude a concession contract on terms and conditions 
proposed by a private investor, the authorized party will place a proposal for concluding a 
concession contract on the Internet with a view to accepting bids for participation in the tender 
from concerned parties.

In the event that the concession contract is concluded on other terms, prior to the placement 
by the authorized party of the proposal for concluding a concession contract on the Internet, 
negotiations shall be held with the private investor in the form of joint meetings with a view to 
clarifying and/or amending the provisions of the concession contract.

In the event that within forty five days from the moment of offering of the concession contract 
conclusion there were no statements of willingness to participate in the tender on the conditions 
stipulated by the offer on concluding a concession contract, the concession contract is concluded 
with a private investor without holding a tender.

Upon receipt of bids for participation in the tender for the specified period, a tender is held for the 
right to conclude a concession contract in accordance with the established procedure.

The mechanism for concluding a concession contract as a private initiative does not yet have 
experience in implementing federal projects and has not been used in the practice by the State 
Company. One particular obstacle is the inadequate elaboration of certain procedural aspects, 
in particular, the definition of the authority with power to consider and decide on concluding a 
concession contract with a private initiator.
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Conclusion of the concession contract in accordance with the results of 

a tender

The most wide-spread and well-attested practice is that of holding a public tender for the 
right to conclude a concession contract. All concession contracts implemented by the State 
Company were concluded in accordance with the results of public tenders.

The Law on Concession Agreements contains detailed regulation of the competitive procedures 
and order for concluding a concession contract, and accordingly, all actions and decisions of 
the State Company are subject to strict observance of the rules established by the provisions 
of this law.

It should be noted that in spite of detailed regulation, the procedural rules of the Law on 
Concession Agreements provide for a much more flexible procedure in comparison with the 
rules that are in place for ordinary public procurement.

Making use of this flexibility, the State Company strives in as much as it is possible to bring 
the rules of tenders into closer compliance with international standards. When structuring 
the competition, determining the qualification requirements for its participants, the State 
company proceeds from the principles of effective competition, in which consortiums of 
companies that have real opportunities to implement relevant projects compete, and tries to 
avoid situations of unlimited unfair competition. 

A public tender for the right to conclude a concession contract is conducted in accordance 
with the decision of the Government of the Russian Federation on concluding a concession 
contract (adopted in the form of an order of the Government of the Russian Federation).
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The decision on concluding a concession contract establishes:

1)  the essential terms of the concession contract;

2)  the criteria and parameters of the criteria of the competition;

3)  type of tender (public or closed);

4)  the period of publication in the official publication, posting  the announcement of a public 
tender for the right to conclude a concession contract on the official Internet website;

5) the party authorized by the concession grantor to approve the bidding documents, 
amendment of the tender documentation, the creation of a tender commission and the 
approval of its composition.

Prior to being sent off for approval by the Government of the Russian Federation, the draft 
order is subject to approval by the concerned federal executive authorities of the Russian 
Federation (Ministry of Transport of Russia, Ministry of Finance of Russia, Ministry of Economic 
Development of Russia).

The draft tender documentation is developed by the State Company and submitted for public 
discussion. The final version of the tender documentation is approved by the board of the State 
Company.

The current legislation does not require the inclusion of the text of the draft concession contract 
in the text of the tender documentation. The terms of the tender documentation include the 
primary terms of the concession contract, which will form the basis of the future project. The 
draft of the concession contract is sent to the winner of the tender or to a person in regards to 
whom a decision was taken to conclude a concession contract with.

This is done on account of the fact that the current legislation provides for the possibility of 
holding negotiations with the winner of the tender on the terms of the draft concession contract. 
In fact, the tender offer is submitted not by the text of the concession contract, but against the 
basic terms, which are reflected in the text of the tender documentation and in the decision to 
conclude the concession contract.
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Preliminarily and in advance of the official announcement of the tender, the State Company 
holds a public discussion of the draft documentation of the concession tender, as part of 
which it collects the opinion of market participants and potential investors on its content and 
conditions for the project. Only after consideration of such materials is the final text of the 
tender documentation formed.

Project tender documentation and other tender materials that require publication must be placed 
in the Internet on the State Company website, as well as on the website www.zakupki.gov.ru.   
An announcement about the tender and key stages of the competitive procedures as they pass 
are also posted in print media.

Concession tenders conducted by the State Company are held in two stages and include time-
separated preliminary selection and competitive selection.

Preliminary selection is intended to determine the main group of concerned companies with 
whom the concession grantor then, in the period before submitting bids, conducts a series of 
open consultations, during which it clarifies the conditions in place for the implementation of 
the project.

Demands made upon the participants of the competition, in addition to the general and standard 
conditions on the availability of legal capacity, the legality of the institution, the absence of 
arrears in compulsory payments to the budgets of the Russian Federation, not being in a state of 
bankruptcy or liquidation, focus on the following several main areas:

• requirements for financial sustainability;

• requirements of experience participating in the implementation of public-private 
partnership projects (concession and otherwise) in the transport sector on a similar scale 
and complexity; and

• requirements experience building facilities similar in technical parameters to the facility, 
the establishment/reconstruction of which is called for by the terms of the concession 
contract.

Unlike other tenders, concession tenders conducted by the State Company allow for the 
confirmation of qualification requirements through the corporate participation system. That is, 
they are initially focused on the fact that the concessionaire will be a special project company 
created by a consortium of investors-participants in the project who will pool their competencies 
and resources in order to participate in the tender and implement the project.
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Unlike in foreign tender procedures, Russian concession legislation does not allow the replacement 
of the person who submitted the tender bid to become a participant of the tender. This means 
that it is impossible to file a bid on behalf of an informal consortium and then at the stage of 
forming a tender proposal to establish a SPC and to submit a tender proposal on behalf of the SPC 
as part of the existing legislative regulation. In this regard, investors with an interest are invited to 
engage as early as possible in the formation of consortia and the creation of SPCs.

The tender bid is a formalized package of documents, and the tender documentation contains 
detailed rules for its execution. The State Company proceeds from a presumption of the integrity 
of the participants in the tender and, given the large volume of documents submitted, allows 
for the possibility of deviation from certain rules for compiling bidding documents, as decided 
by the tender commission. Thus, typos, mistakes, and individual errors in themselves do not 
affect the possibility of admission to the competition. However, such deviations cannot affect 
the content and reliability of the information and data contained in the bid or tender proposal, 
which would inevitably entail the recognition of such a bid or a bid that does not comply with 
the tender documents.

It should also be noted that the tender commission for concession tenders is formed with the 
broad participation of representatives of federal authorities and public organizations. Thus, 
the activities of the State Company aim for the greatest transparency of all tenders conducted.

In addition to public discussion of the tender documentation, which is held before the 
announcement of the competition, after its announcement, but before the bids are filed with 
market participants, a project road show is held. It is designed to draw attention to the project, 
and to allow market participants to receive the most relevant and reliable information about the 
project and forthcoming procedures.
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Road shows are held with invitations made to representatives of international financial 
institutions, leading Russian and foreign banks, investment, insurance, construction 
companies, and other participants in the PPP market, with mandatory organization of both 
general discussion and bilateral consultations with concerned parties.

The State Company tries to minimize the expenses of the participants of the tender at this stage 
and gradually deviates from the practice of establishing a demand for the provision of collateral 
in the form of a deposit. At this stage of competitive procedures, a bank security becomes an 
acceptable form of security.

After submission of competitive bids, on the procedure of opening of which representatives of 
entities submitting the bid may be present, the tender commission reviews bids for participation in 
the tender and determines the compliance of the entities submitting the bid with the requirements 
established for the participants of the tender.

In keeping with the results of the preliminary selection of bidders, the tender commission 
decides whether to admit the applicant to participate in the tender or refuse to admit the 
applicant to participate in the tender and draws up this decision in accordance with a protocol 
for pre-selection of bidders indicating who has passed the preliminary selection and those 
who have not.

Then the State Company project team conducts a series of meetings with all the participants of the 
competition, during which a systematic discussion of project implementation conditions is carried 
out. The course of discussions and their results are recorded in the relevant protocols of open 
consultations. Practice has proven the expediency of carrying out the basic  consultations in the 
general presence of all tender participants, and final consultations within the limits of individual 
meetings with each of the tender participants.

Then, after the stage of open consultations, the participants of the tender and their consortiums 
form their bids.
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The competitive selection as a subsequent stage of the tender provides for the following 
procedures:

1. Submission of bids by the participants of the tender and in the day and hour specified in the 
tender documentation, the bids opening.

2. By the date the bids are opened, the bidder must make provision for his participation 
in full.

3. Further, the tender commission determines the compliance of the bid with the 
requirements of the tender documentation and assesses the bids in order to determine 
the winner of the competition. Based on the results of bid consideration, the tender 
commission decides on compliance or non-compliance of the bid with the requirements 
of the tender documentation and determines the winner of the tender.

4. Contest by decision of the concession grantor can be recognized in the event that less than 
two bids are submitted to the tender commission or the tender commission has found less 
than two bids to be in compliance with the requirements of the tender documentation, 
including the tender criteria.

5. In keeping with the results of the consideration and evaluation of bids, the participant who 
offered the best conditions is deemed winner of the tender. The decision to determine the 
winner of the tender is formalized by a protocol for the consideration and evaluation of bids.

6. Within fifteen working days from the date of signing the protocol on the results of the 
tender or the decision of the concession grantor to declare the tender invalid, the tender 
commission publishes a notice on the results of the tender with the winner or the decision 
to declare the tender invalid with the justification for the decision posted on the official 
website of the State Company;

7. Awarding of the concession contract to the winner or the sole participant of the tender and 
conducting negotiations with the winner of the competition.
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The State Company sends the draft concession contract agreed upon by the federal executive 
authority to the winner of the tender or the only participant in the tender whose proposal meets 
the requirements of the tender documentation approved by the board of the State Company.

After the protocol on the results of the tender is signed by members of the tender commission, the 
proper authority, concession grantor, or the person authorized to conclude a concession contract 
carries out negotiations in the form of joint meetings with the winner of the tender in order to 
discuss the terms of the concession contract and their possible change based on the results of the 
negotiations. The terms and procedure for conducting negotiations are determined by the bidding 
documents.

The results of the tender are fixed in the relevant protocol, which is signed by the members of 
the tender commission. Within five working days, the concession grantor sends the winner of the 
tender a copy of this protocol, a draft concession contract that includes the terms of the contract 
determined in the decision to conclude the concession contract, the tender documentation, and 
the tender proposal submitted by the winner.
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The concession grantor or representative authorized by it in the decision to conclude a tender 
contract shall conduct negotiations in the form of joint meetings with the winner of the tender 
in order to discuss the terms of the concession contract and their possible change following the 
results of negotiations.

The terms of the draft contract cannot be changed in accordance with the results of the 
negotiations, as stated above, if these conditions were the criteria for the tender and/or their 
content was determined on the basis of the tender offer of the person with respect to whom a 
decision was made to conclude a concession contract. Also, those provisions which in the tender 
documentation itself have been designated as unchangeable cannot be changed.

The term and procedure for conducting negotiations are determined by the bidding documents. 
Based on the results of this stage, a concession contract is concluded (commercial closure). The 
notice on the conclusion of a concession contract shall be published in the manner and within the 
time limits established by the Government of the Russian Federation in the decision on entering 
into a concession contract.

An indispensable condition for concluding a concession contract is the provision, provided 
by the date of the conclusion of the contract, of documents confirming the granting by 
the concessionaire to the concession grantor the documents securing the fulfilment of the 
obligations of the concessionaire.

Depending on the conditions of a particular project, the terms of the tender documentation may 
stipulate the duty of simultaneous implementation of both commercial and financial project 
closure. Despite the advantage of such a scheme for the concession grantor, it actually makes 
it a necessity to have a strong financial partner participating in the consortium and conducting 
parallel negotiations with the winner of the contest and its funding organizations.

In other cases, the stage of financial closure is in fact the first stage in the implementation of 
the concession contract itself. At this stage, the concessionaire secures borrowed funds for the 
project, which implies close interaction with the concession grantor in terms of approving the 
entire package of credit and security documentation as well as agreeing and concluding contracts 
on cooperation with funding organizations.

Taking into account all the above-mentioned important tender competition events and activities, 
the entire process may take from nine months to one and a half years.
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State Company concession contract projects

1. The reconstruction of 33 km–132 km section of the М-1 Belarus Federal Highway;

2. Construction of a new exit onto the Moscow Ring Road from the 60 km section of the 
M-7 Volga Federal Highway (bypassing of Balashikha, Noginsk), Moscow Region;

3. Construction of Central Ring Road start-up complex No. 3;

4. Construction of Central Ring Road start-up complex No. 4;

5. Construction of the (543 km–646 km and 646 km–684 km) sections of the Moscow–St. 
Petersburg Highway; 

6. Construction of the 15 km–58 km section of the Moscow–St. Petersburg Highway;

7. Construction of a new exit onto the Moscow Ring Road from the M-1 Belarus Moscow–
Minsk Federal Highway.
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4.2. LONG-TERM INVESTMENT AGREEMENT 

A long-term investment agreement is a mixed civil and legal investment agreement containing 
elements of various types of contracts provided for by the current legislation of the Russian 
Federation (construction contracts, maintenance, repair, major repairs of roads, performance 
of works, services related to maintenance the toll system (hereinafter TCS) and the automated 
traffic management system (hereinafter ATCS).

The economic nature of this agreement is close to that of the concession with concession grantor 
payment, but it also possesses important legal and organizational differences.

First of all, it should be noted that the different subject matter of the agreements. If for the 
concession contract, the concession grantor is the public partner, the Russian Federation, and 
the State Company is only the representative of the Russian Federation in such relations, then in 
the case of the long-term investment agreement, the State Company is the party to the contract 
in direct and assumes all financial and other obligations in accordance with the agreement.

At the same time, if a consortium of companies becomes a party to the agreement as part of a 
specially established company, then only a construction company with relevant experience and 
financial stability or a group of such companies acting jointly on the side of the LIA contractor 
may become party to the LIA, taking into account the particularities of the tender.

M-4 Highway
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Then, as concerns property, the concessionaire acquires the ownership of the property and 
the rights to use the property that is the subject of the concession contract, becomes developer 
in relation to the subject of the contract, acquires rights to land plots where the subject of the 
concession contract is located, the established subject is reflected on the concessionaire’s 
balance sheet, separately from other property of the concessionaire.  The LIA contractor does 
not acquire such property rights in relation to the subject being constructed, and the use 
of the property of the corresponding road is carried out on the same grounds as the use of 
persons performing work on maintenance, repair, etc. on the road.

As a consequence, the implementation of this type of agreement is carried out in accordance 
with the civil legislation in place in the Russian Federation. The long-term investment 
agreement (unlike the concession contract) does not enjoy special legislative regulation in the 
form of a separate federal law.

The State Company implements projects in the form of investment agreements in 
accordance with the procedure and terms provided for by the Civil Code of the Russian 
Federation, Federal Law No. 39-FZ dated 15 July 1998 "On investment activities in the 
Russian Federation implemented in the form of capital investments", Federal Law 
No. 145-FZ dated 17 July 2009  "On the Russian Highways State Company and other 
regulatory legal acts".

The aim of the agreement is to create and ensure the proper operation of the road throughout 
its life cycle in accordance with modern technical and operational parameters, environmental 
requirements, and road safety*.

* The term life cycle should be understood as the period from the beginning of its creation to the end 
of the depreciation period (its full depreciation). In this case, the terms of the agreements structured 
according to the "life-cycle contract" structure, as a rule, provide for the obligations of the private partner 
to restore the earning value of the subject of the agreement by carrying out major repairs before the end 
of the validity period of the LIA.
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The implementation of the investment agreement is carried out in keeping with the structure 
of life-cycle contracts and the BTO (construction–transfer–operation) property legal model, 
which calls for private partner implementation of the construction / reconstruction / integrated 
arrangement and subsequent operation of the subject of the agreement for the duration its life 
cycle, and transfer to state ownership of the newly created highway property upon the completion 
of construction / reconstruction / integrated development. The subject of these agreements may 
also provide for the private partner to design and/or prepare the territory of the subject of the 
agreement.

The following basic obligations of the LIA Contractor can be singled out:

• Co-financing of the project at the design and construction stage using internal and 
borrowed funds

• Design (optional)

• Preparation of construction site (optional)

• Carrying out of work and provision of services for obtaining all necessary permits, approvals 
of state authorities, municipal authorities, operating organizations, for land surveying and 
cadastral work, preparation of the construction site, construction, commissioning of the 
road

• Construction/reconstruction

• Road maintenance

• Restoration of wear layers, major and minor repairs during the operation period

• Ensuring the compliance of the road with maintenance requirements, transport 
performance indicators, and availability indicators during the operation period

• Operation of TCS and АTCS at the operation stage

• Agency services for toll collecting as revenue of the Russian Highways State Company
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• Provision of the necessary security package, which includes:

− bank security at the Investment Stage (the size of which, by on the experience of projects 
implemented on the basis of concession contracts, can range from 5% to 10% of the cost 
of construction of the facility);

− bank security for advance payment;

− bank security for the performance of work on the restoration of wear layers;

− bank security for repairs; 

− bank security for overhaul; 

− bank security for guarantee obligations (ensuring the fulfilment by the concessionaire 
of warranty obligations, the amount of which may equal approximately 10% of the cost of 
overhaul).

• Fulfilment of guarantee obligations in respect to the highway following the termination of 
the agreement.
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The financing of construction of the subject of the agreement by the Russian Highways State 
Company  (government funding) is provided through subsidies provided to it from the federal 
budget. Russian Highways State Company obligations  provide for reimbursement of the 
contractor’s expenses for operating the highway in the form of maintenance charges as well as a 
phased return of funds invested by the Contractor at the construction (reconstruction) stage, with 
the stipulated rate of return on invested capital.

Profitability rates vary depending on the achievement of the specified highway target transport 
and operational parameters, the quality of the transport service provided to the users of the 
highway (section of highway), and the accessibility of the highway (section of highway) to the users 
of the highway (section of highway).

Financing at the operational stage of the implementation of the agreement by the Russian 
Highways State Company is carried out at the expense of Russian Highways State Company 
revenue received from toll collection.

In accordance with the long-term investment agreement, the Russian Highways State 
Company must ensure:

• co-financing of the project at the design and construction stages;

• 100% financing at the operation stage in the form of an investment payment ensuring a 
stage-by-stage compensation (return) of the investment of the contractor invested at the 
investment stage of agreement implementation, including payment of interest accrued 
on the given investment, and maintenance charges aimed at the maintenance, overhaul, 
operation of the road (including operation of the TCS and ATCS);

• monitoring of contractor activities in accordance with the established criteria for evaluating 
contractor performance.
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The term of the agreement with the contractor is defined within the ranges provided for LIA, taking 
into account the life cycle chosen for the project (which may include, for example, the termination 
of the agreement after repair/overhaul, the termination of the agreement before the repair/
overhaul and inclusion of this work in the subject of the following agreement, other technical and 
organizational aspects affecting the term of the implementation of the agreement).

It should be noted that investment agreements are carried out on the basis of PPP methodology 
and principles, taking into account international and Russian experience in structuring investment 
projects and attracting private capital in the development of transport infrastructure.

The LIA is an agreement concluded between the State Company and a Contractor that has been 
selected in accordance with the Procedure for procurement activities of the Russian Highways 
State Company  (Minutes of the Supervisory Board No. 38 dated 13 August 2012).

Prior to the announcement of the Tender, the State Company ensures the posting of an information 
memorandum, and a draft of the Tender Documentation, including the draft Agreement, for the 
relevant projects on its official website.

M-1 Highway
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The State Company then organizes public discussion of the documents with concerned individuals 
and organizations*.

The purpose of the public discussion is to inform the public and participants of the investment 
market in as effective a way as possible about the planned projects, goals, and objectives of the 
investment activities of the State Company and ensure equal initial opportunities for potential 
investors and lenders to participate in the implementation of projects.

In addition to conducting preliminary public discussions, after the announcement of the tender 
and before submitting bids for participation in the competition, a presentation of the project is 
possible.

The purpose of the tender is the selection of a contractor who meets the general requirements 
and possesses the qualifications necessary for the tender, and who offers the most effective, 
economically viable, and balanced conditions for the implementation of the Project. The 
winner of the tender receives the right to conclude a long-term investment agreement on the 
terms of his bid.

Tenders for the selection of project contractors are conducted in accordance with Russian 
Federation legislation, including Federal Law No. 145-FZ "On the Russian Highways State Company 
and on amending certain legislative acts of the Russian Federation", Federal Law No. 223 "On 
Procurement of goods, work, and services by individual types of legal entities", the Procedure for 
procurement of the Russian Highways State Company  (Minutes of the Supervisory Board No. 38 
dated 13 August 2012) and other internal regulatory documents of the State Company.

* Public discussion of the conditions of the tender and tender documentation for the implementation of 
PPP projects in the field of transport and road construction (Order No. AD-P92487 of the Deputy Prime 
Minister of the Russian Federation  dated 12 April 2013).
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Information about the Tender is posted on the following Internet information resources:

http://zakupki.gov.ru/ 
Official website for placing an official notice on the holding of a Tender, and Tender Documentation, 
including the text of the Long-Term Investment Agreement;

www.russianhighways.ru 
Official site of the State Company; for placing a notice on the holding of a Tender, and Tender 
Documentation, including the text of the Long-Term Investment Agreement and other information 
related to the Tender;

http://etp-avtodor.ru 
Site of the Electronic Trading Platform; for placing a notice on the holding of a Tender, and Tender 
Documentation, including the text of the Long-Term Investment Agreement.

The basis for holding tenders for the right to conclude investment agreements is the decision 
of the Board of the Russian Highways State Company to approve the tender documentation 
and to hold a tender on its basis.

The draft of Tender Documentation consists of 3 (three) volumes::

Volume 1 – General provisions. Contains general provisions on the holding of the Tender, 
including the text of the provision on the tender commission, terms, abridged and conventional 
names used in the Tender Documentation, and an official notice of the Tender that includes 
information on the site and subject matter of the Long-Term Investment Agreement, the main 
terms of the Long-Term Investment Agreement.

Volume 2 – Tender. Contains the requirements for the applicant, the tender bid, determines 
the procedure and conditions for participants to familiarize themselves with the materials and 
information on the Tender, the criteria of the Tender and the procedure for evaluating the 
bids, as well as the order and conditions of the Tender, and the procedure and conditions for 
concluding the Long-Term Investment Agreement based on the results of the above-mentioned 
tender procedures.

Volume 3 – Draft of the Long-Term Investment Agreement and its annexes.
All volumes and annexes thereto are an integral part of the tender documentation.
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In the course of the Tender, the State Company may amend the approved Tender Documentation 
provided that the deadline for submission of tenders is extended or there are at least 15 (fifteen) 
days from the date of the official publication of the changes until the deadline for bids receipt. In 
addition, Russian Highways State Company has the right to post information on the progress of 
the tender in the media as well as on the company’s official website.

Any concerned party has the right to send a request to the State Company in writing to clarify the 
provisions of the Tender Documentation in the manner prescribed by the Tender Documentation.

The general terms of the tender are determined on the basis of the need to provide the participants 
of the Tender sufficient time to study the Project and prepare well-developed, reasonable bids.

The tender can be held in one or two stages in accordance with the requirements and conditions 
set forth in the Tender Documentation. In accordance with recent practice, tenders for the right 
to conclude long-term investment agreements are concluded on the basis of two-stage tenders. 
Prior to 2015, it was State Company practice to employ one-stage tenders.

One-stage Tender — A tender that, as a rule, consists of the following procedures:

1. Acquaintance of applicants with materials on the project, clarification of the provisions of 
the tender documentation;

2. Tender bids receipt;

3. Bids opening;

4. Tender bids evaluation, concluding the tender.

Two-stage Tender – a tender that consists of two stages: Preliminary Selection and Tender 
Selection.

Preliminary Selection – the first stage of the Two-Stage Tender, held for the purpose of 
identifying persons admitted to Tender Selection – Participants of the Competition:

1. Acquaintance of applicants with materials on the project, clarification of the provisions of 
the tender documentation;

2. Tender bids receipt;

3. Bids opening;

4. Tender bids evaluation.
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General requirements and those related to qualifications are established in accordance with 
the requirements of the Procedure for procurement of the Russian Highways State Company 
(Minutes of the Supervisory Board No. 38 dated 13 August 2012). General requirements are 
understood as the conditions that the bidder must possess legal capacity, not be in a state of 
liquidation or bankruptcy, have no debts toward the budgetary system of the Russian Federation, 
not be included in the registers of unscrupulous suppliers, etc. Qualification requirements 
define threshold values of indicators of tender participant financial stability and his experience 
producing works on sites of similar complexity.

The order of procurement activities of the Russian Highways State Company (Minutes of the 
Supervisory Board No. 38 dated 13 August 2012), tender documents allow participation in 
contests for LIAs by both Russian and foreign companies and parties. However, unlike with 
concession tenders, in keeping with antimonopoly practice established in the Russian Federation 
it is impossible during the LIA tender to form a SPC as an independent legal entity representing 
a consortium of investors, since confirmation of compliance with the qualification requirements 
using corporate communications is not allowed for tenders of this sort. At the same time, the 
possibility of consortium participation without the creation of a SPC is still possible. In this case, 
the LIA consists of a group of tender participants, and the parties included in the consortium 
are actually co-executors of the LIA and bear joint responsibility before the State Company for 
its implementation.
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The second stage of the Two – Stage Tender is Tender Selection, as a part of which the 
Commission accepts, examines and evaluates the Second Parts of Bids (Tender Bids) of the 
Tender Participants in order to identify the Winner of the Tender and the ranking of other 
Tender Participants in accordance with the points awarded to the Second Parts of the Bids:

1. Bids receipt;

2.Bids opening;

3.Bids evaluation, concluding the tender.

Two-stage tenders are typically held over 6–8 months, and one-stage tenders over 3–6 months.

An indicative list of activities for one-stage and two-stage tenders is provided in Appendix No. 1.

The tender for the right to conclude long-term investment agreements can be conducted both 
in electronic form and in paper (written) form. Currently, the State Company has moved towards 
holding tenders for the right to conclude a LIA exclusively in electronic form.

The primary feature of the electronic form of the tender is the use of electronic document 
circulation in the implementation of tender procedures. In particular, the submission of Bids and 
Tender Proposals is carried out electronically through the Electronic Trading Platform, and upon 
receipt of Bids and Tender Proposals, access to them is granted on the date and time specified in 
the Tender Documentation.

In addition, in connection to the application of the electronic tender form, the procedure for 
granting obligation Collateral for Agreement conclusion has changed – the Security amount is 
blocked by the ETP Operator in the Bidder/ Tender applicant’s account open for participation.
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At present, the first project implemented by the State Company in electronic form is a public two-
stage tender for the right to conclude a long-term investment agreement for the construction, 
reconstruction, maintenance, repair, overhaul and toll operation  of the 633 km–715 km section 
(bypass of Losevo and Pavlovsk), Voronezh Region, M-4 Don Federal Highway from Moscow to 
Novorossiysk via Voronezh, Rostov-on-Don, Krasnodar (bypass of Losevo and Pavlovsk), Voronezh 
Region.

When holding a competition, a representative of the State Company is appointed Tender 
Coordinator and is assigned the task of interacting with the applicants and concerned parties. The 
Tender Coordinator can be appointed from within the ranks of any of the structural subdivisions 
of the State Company.

The Tender Coordinator is officially responsible for interaction with the contest participants, 
including those responsible for receiving, recording and storing the documents of the contest 
participants, maintaining correspondence with the contest participants (including by e-mail) as 
well as performing other functions for organizational and technical support of the Tender, a list of 
which can be found in the Procedure for Procurement and Tender Documentation.

In addition to being composed of State Company employees, the competition commissions 
include representatives of state executive authorities and public organizations as well as 
independent representatives of commercial and public organizations as approved by with the 
parties and organizations, the aim of which is increasing the transparency and independence of 
tender procedures.
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When organizing and holding Tenders for the selection of project contractors, the State Company 
is guided by the need:

1) to ensure equal and non-discriminatory access to participation in Tenders for qualified 
Russian and foreign participants of the investment market as well as to ensure the objective 
and transparent nature of the tender procedures being carried out;

2) to ensure a high level of tender of bids (at least 2–3 Tender participants);

3) to ensure the selection of qualified project contractors.

The legal model of the long-term investment agreement is similar to the model of the O&M 
contract with investment obligations, which is also a mixed civil law contract, which is concluded in 
keeping with the rules established by the procurement Procedure of the State Company. A general 
description of the subject and the primary obligations of the parties under in O&M contract are 
given in paragraph 3.2.4 above.

The tender for the right to conclude an O&M contract is structured and conducted in accordance 
with the general rules and in the schedule described above for long-term investment agreements. 
Differences may be found in the qualification requirements for the participants of the tender, for 
which experience is required in the field of road maintenance and toll systems as well as in the 
criteria of the competition, which in this case reflect the specific features of the subject matter of 
the agreement. Qualification selection requirements and competition criteria are formed in strict 
accordance with the provisions of the procurement activities Procedure.

The State Company is currently developing an O&M contract on an innovative model of public–
private partnership project implementation based on the long-term investment agreement 
model.

A corporate PPP is understood as a form of public–private partnership involving the state (state 
companies, corporations) in the capital of special project companies implementing PPP projects 
and involving private investments through corporate transaction mechanisms.
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CRR.
Bypass of Zvenigorod
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In projects of this sort, the state partner acts simultaneously as a contract owner and founder of 
the relevant special project company with which a corresponding long-term investment or O&M 
contract is concluded on a non-competitive basis (by direct purchase).

The primary stages of implementation for projects of this sort are:

• preliminary study of the project, the formation of the necessary pre-project documentation 
and project documentation (DED (TEA), DPT, business plan, transport model, financial 
model, agreement, corporate documentation, and other documents);

• the establishment of a SPC by the State Company independently or with the participation of 
other partners. Generally speaking, other state companies or institutions directly involved 
in the implementation/financing of the project can serve as co-founders. In the case of the 
participation of partners, the State Company receives a controlling stake in the SPC. In this 
case a corporate agreement that regulates the management of the company, the functions 
and investment obligations of the project participants, and the procedure for withdrawing 
from the capital and the project and other issues is concluded with the partners.

• conclusion between the State Company and the SPC of a long-term investment agreement 
or O&M contract in keeping with a non-competitive procedure for direct purchase, which 
meets the requirements of the State Company’s PAO.

• depending on the conditions of a particular project, the search for strategic investment 
partners can be carried out immediately after the conclusion of a corresponding agreement 
with the SPC, or if the State Company finances the project with borrowed funds, may be 
postponed until a later, operational stage, when the main risks have passed and its validity 
is confirmed.

• the sale of State Company shares to project investors and further implementation of the 
project.

Thus, in contrast to traditional forms of PPP, additional investments of private investors are called 
for in corporate PPP when paying for the SPC shares purchased from the State Company. Thus, 
the state partner receives additional income by entering into corporate relations with market 
participants.
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Simultaneously, the mechanism of corporate PPP includes the mechanisms of competitive 
procedures, but not at the level of concluding a basic agreement, but at all other stages. Thus, 
the choice of contractors in the creation of the facility will be carried out at the level of the SEC by 
conducting competitive procedures, the sale of shares of the State company to investors is also 
expected through a competitive procedure.

Thus, the mechanism of corporate PPP ensures:

• the overall competitiveness of the procedure for selecting investors for the Project and the 
possibility of attracting new market participants to the Project;

• control by the agent of the state (Russian Highways State Company) for the implementation 
of the Project through the mechanism of participation in the corporate structure while 
maintaining the operational and economic independence of the operator (SPC);

• the attraction of commercial and technical market expertise at the stage of Project condition 
establishment for those areas in which the State Company may lack competence, without 
incurring additional costs for external consultants;

• the attraction of additional funds that may be channelled to the implementation of this 
or other projects of the State Company as part of the implementation of participation 
interests in the SPC;

• the optimization of project implementation term in comparison to the usual procedures 
in place.

• the ability to eliminate the risk of failing to attract an investor (no one participating in the 
tender) – lack of market interest; project structuring errors are identified at an early stage, 
and if the project is not of interest to the market, it may be financed at the expense of extra-
budgetary financing (state bonds) raised by the State Company, and the Project may be sold 
after its exit from the construction and initial operation zone of risk.

Thus, a balanced and flexible mechanism is formed, taking into account the distribution of risks 
and responsibilities for the Project.

The implementation of this mechanism has already been approved by the Russian Highways 
State Company as part of the implementation of the investment project for the operation of 
section 4 (1 091 km–1 319 km sections) of the M-4 Don Federal Highway.
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APPENDIX NO. 1

Standard structure of concession contract with payment of concession grantor and annexes thereto

A. GENERAL PROVISIONS

1. Subject of the Concession Contract

2. Site of the Concession Contract

3. Term of the Concession Contract

4. Stages of Concession Contract implementation

5. Other general provisions

6. Technological and Price Audit

B. INVESTMENT STAGE. IMPLEMENTATION OF PRELIMINARY CONDITIONS FOR 
CONSTRUCTION

1. The primary obligations of the Parties at the Investment Stage

2. Design Documentation and Engineering Surveys

3. Development of Detailed Design Documentation

4. Optimization of Design Documentation

5. Provision of Land Plots

6. Preparation of the construction site

7. Engaging a General Contractor and Technical Expert

8. Implementation of the Preliminary Conditions for the Start of Construction and the 
Approval of Individual Annexes

C. INVESTMENT STAGE. CONSTRUCTION

1. Construction Schedule

2. Materials and equipment

3. Monitoring construction and correcting defects

4. Acceptance and confirmation of work during the construction period

5. Hand-over of the Highway following Construction

6. Dispute Resolution

7. Obtaining the start-up permit

8. Cooperating with other parties
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D. OPERATIONAL STAGE

1. General Provisions

2. Official Registration

3. Requirements for the Highway. Highway Accessibility

4. Repair

5. Overhaul

7. Other property

8. Concession Grantor Monitoring at the Operational Stage

9. Monitoring technical and economic performance

10. Monitoring Highway accessibility requirements

11. Monitoring Maintenance Requirements

Е. OPERATOR ACTIVITIES

F. HIGHWAY ALTERATIONS

G. FINANCIAL LIABILITIES AND SETTLEMENT PAYMENTS BETWEEN THE PARTIES

1. General Provisions

2. Payment currency and procedure

3. Taxes and fees

4. Prohibition of double collection

5. Financial obligations of the Concessionaire

6. Financial obligations of the Concession Grantor at the Investment Stage

7. Financial obligations of the Concession Grantor at the Operational Stage

8. Maintenance Charges

9. Investment Payments

10. Reduction of Investment Payment

11. Enforcement reserve for maintaining technical and economic performance
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H. ASSURING OBLIGATIONS UNDER THE CONCESSION AGREEMENT

1. Bank securities. General provisions

2. Bank securities provided at the Investment Stage. Bank security for Down Payments

3. Bank securities provided at the Operational Stage

4. Insurance

I. ECONOMIC BALANCE OF CONCESSION

1. General provisions

2. Refinancing

3. Cooperation Agreement

4. Special Circumstances

5. Consequences of the onset of Special Circumstances

6. Actions of the Parties following onset of Special Circumstance

7. Concessionaire Reporting and clarification of the Schedule of Compensation of Expected 
Additional Expenses

8. Mitigating the consequences of Special Circumstances

9. Reduction in the amount of Additional Expenses reimbursed by the Concession Grantor

10. Recalculation and payout of Investment Payments and Maintenance Charges at the 
onset of Special Circumstances and postponement of Highway Construction

11. The procedure for paying Maintenance Charges and Investment Payments following 
the postponement of Highway Commissioning through the fault of the Concessionaire

J. THIRD PARTY LIABILITY AND CIVIL ACTION
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K. AMENDMENT AND TERMINATION OF THE CONTRACT

1. Amendment of the Concession Contract, limits on Indemnities at Termination

2. Termination of the Concession Contract. Compensation in the Event of Early Termination

3. Early Termination upon agreement of the Parties

4. Early Termination following onset of Special Circumstances and Force Majeure

5. Early Termination at request of one of the Parties

6. Additional grounds for Early Termination at the request of one of the Parties. Special 
Features of Indemnity Payment upon Termination

7. Early Termination Procedure

8. Period of appeal to Arbitration following Early Termination

9. Consequences of terminating Concession Contract

10. The procedure for calculating the Termination Indemnity and the procedure for making 
payments following Termination

11. Requirements for the transfer of the Highway, Land Plots, and Other Property and 
Assets following Termination of the Concession Contract

L. RESOLVING DISPUTES

1. Procedure for Resolving Disputes

2. Conciliation Procedures

3. Arbitration

M. PROJECT AGREEMENTS
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N. OTHER PROVISIONS

1. Terms and Definitions

2. Assignment of Concessionaire Rights

3. Intellectual Property Rights

4. Cooperating in Good Faith

5. Force Majeure

6. The Concession Grantor’s Right to Direct Governance

7. Confidentiality

8. Applicable right

9. Official Registration

10. Salvatore clause

11. Full agreement

12. Nature of obligations

13. Waiver of immunity

14. Number of copies and language of the Agreement

15. Notifications and statements
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O. LIST OF ANNEXES:

No. 
item NAME

1 Terms and Definitions

2 Highway Description and Feasibility Study

3 Highway Technical and Construction Requirements

4 Rules of Operation

5 Technical Assignment for the Adjustment of Project Documentation

6 Necessary Insurance Coverage

7 Сoncessionaire Reporting

8 Procedure for Financial Closure

9 Technical Assignment for the Development of Working Documentation

10 Schedule for Developing Working Documentation

11 Schedule of Provision of Land Plots and Preparation of the Construction Site

12 Construction Schedule

13 Form of Contract for Sublease of Land Plots. List and Details of Land Plots

14 Bank Security Forms

15 Addresses and Details of the Parties

16 Procedure for Financing at the Investment Stage

17 Procedure for Financing at the Operational Stage

18 Procedure for Calculating a Decrease in Maintenance Charges and Investment Payments

19 Penalties

20 Tax Assumptions

21 Energy Consumption Regulation

22 Primary Terms of the Agreement on Cooperation

23 Procedure for Ensuring the Fulfilment of Obligations to Maintain an Appropriate Level of Highway 
Performance Indicators of the Road and Road Safety Requirements
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No. 
item NAME

24 Report Form

25 Regulations for Accepting Work on Construction

26 Regulations for Harmonization of Documents

27 Regulation for Interaction with the Information and Computing Centre

28 Procedure for the Organization of the Construction of Facilities of Adjacent Infrastructure

29 Regulations for the Elimination of Accidents and Other Emergencies

30 Regulations for Interaction with Owners of Road Service Facilities

31 Regulations for the Approval of the Location of Facilities in the Easement and Issuing of Technical Conditions

32 Regulations for the Provision of Weight Monitoring

33 General Requirements to the Agreement with the Technical Expert

34 Procedure for Holding a Tender to Attract a Technical Expert
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APPENDIX NO. 2

Approximate schedule for the implementation of a one-stage tender LIA project:

MAIN STAGES OF IMPLEMENTATION IMPLEMENTATION PERIOD 
(CALENDAR DAYS)

Placement of the draft of tender documentation on the websites of the State Company 
and the Ministry of Transport 1

Holding public hearings related to conditions of tender and the draft of tender 
documentation 15

Reporting on the results of public discussions to the Government of the Russian 
Federation 5

Approval by the Supervisory Board of the Russian Highways State Company of 
conclusion of a long-term investment agreement with the winner of the tender (major 
transaction)

20

The approval of the tender documentation by decision of the Board of the Russian 
Highways State Company with account of the changes introduced following results of 
public discussions

7

Publication of the official notice of holding of tender and tender documentation 1

Tender bids receipt, familiarization of potential participants of procurement with 
materials of project documentation on the basis of relevant requests 30

Bids opening 1

Consideration and evaluation of bids, conclusion of tender 30

Signing of a long-term investment agreement with the Russian Highways State Company 15

Construction Time
In accordance with the 
terms of the agreement

Operation Time
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An approximate schedule for the implementation of a two-stage tender LIA:

MAIN STAGES OF IMPLEMENTATION IMPLEMENTATION PERIOD 
(CALENDAR DAYS

Placement of the draft of the tender documentation on the websites of the State 
Company and the Ministry of Transport 1

Holding public hearings related to conditions of tender and the draft of tender 
documentation 15

Reporting on the results of public discussions to the Government of the Russian 
Federation 5

Approval by the Supervisory Board of the Russian Highways State Company of 
conclusion of a long-term investment agreement with the winner of the tender (major 
transaction)

20

The approval of the tender documentation by decision of the Board of the Russian 
Highways State Company with account of the changes introduced following results of 
public discussions

7

Publication of the official notice of holding of tender and tender documentation 1

Holding an open presentation about the project (optional)

Tender bids receipt, familiarization of potential participants of procurement with 
materials of project documentation on the basis of relevant requests 30

Bids opening 1

Consideration and evaluation of bids 30

Conclusion of consideration of tender bids 1

Tender bids receipt 30

Conclusion of tender 1

Signing of a long-term investment agreement with the Russian Highways State Company 15

Building Time
In accordance with the 
terms of the agreement

Operation Time
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This document does not constitute an official offer, outline of essential contract terms, official communication 
concerning bidding or tenders held by Russian Highways State Company, or any other document of this kind 
creating binding obligations. This document has been composed for informational purposes only. The Russian 
Highways State Company reserves the right at any time, without any prior warning, to make changes, deletions 
or otherwise, including modifications of a substantial nature, to any information contained in this document and 
is not under any obligation to make notifications of such changes.

Under no circumstances does the State Company bear any responsibility for the accuracy, completeness, 
relevance, timeliness, content, importance, or compliance of any information contained in this document with 
reality. Under no circumstances does the State Company bear any responsibility for decisions or actions that 
were or could be committed and/or abstained from as a result of the review of this document.
Information as of 30 June 2017

WHITE PAPER
RUSSIAN HIGHWAYS STATE COMPANY

CONTRACTOR – AVTODOR-INVEST LLC

MOSCOW, 2017
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Tel.: +7 (495) 727-1195 
9, Strastnoy Boulevard, Moscow, Russia, 127006

E-mail: IR@russianhighways.ru
www.russianhighways.ru




