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The prospects for implementing the Federal Property Management government program depend on the amount
of financial backing, as determined by the budget system’s actual potential. The approved federal budget for
2014-2016 envisages a gradual reduction, over the next few years, in the amount of expenditure earmarked for
the implementation of this government program, while the requests of the RF Federal Agency for State Property
Management (Rosimushchestvo) for some additional funding have not been satisfied.

About a year ago, by its Regulation of 16 Febru-
ary 2013, No 191-r, the RF Government approved
the Government Program Federal Property Mana-
gement, which became a major landmark and influ-
enced the entire system of ownership relations in
this country.

This document proclaims that the government
policy of federal property management (to be further
elaborated by the new government program) is pursu-
ing the following goals:

e clear definition and formation of a complete
set of federal property needed by federal gov-
ernment bodies and their subordinated federal
organizations in order to adequately perform
their government functions;

e creation of an efficient federal property ma-
nagement system capable of creating, in ac-
cordance with the functions assigned to federal
government bodies, appropriate mechanisms
for estimating the actual usefulness and neces-
sity of the property entities to be thus mana-
ged, as well as regulatory procedures for their
entry or exclusion from management lists;

o effective alienation of federal property required
for commercial use;

e creation of an efficient system for entry into re-
cords and control of federal property in a single
system for record-keeping and management of
federal property.

On this basis, two principal areas for improving the
existing federal property management procedures are
outlined:

e management of the process of property aliena-
tion (improvement of the government’s perfor-
mance in the capacity of asset seller);

¢ management of the development of properties
remaining in state hands.

One of the program’s merits is that it has singled out
as, an independent goal, the management of potential
risks associated with the program’s implementation,
and the orientation to a new, higher level of techno-

logical backing for the record-keeping and monitoring
procedures.

Not wishing to discuss all the details of the new go-
vernment program, we should like to dwell on its key
targets, in particular those that can be expressed in
gquantitative terms.

First of all, the target function of every federal pro-
perty object should be properly defined and consoli-
dated, and the said property be alienated if no such
target function is determined.

This task is to be fully accomplished in respect of
federal state unitary enterprises (FSUE) no later than
2018 (in an event of allocation of additional resour-
ces — in 2015); in respect of economic societies with
state stakes — no later than 2018; in respect of federal
state institutions (FSI) — at the level of 15% in 2018
(on condition that additional resources be allocated —
in the same year, but fully completed); in respect of
property entities owned by the RF Treasury — at the
level of 30% in 2018 (on condition that additional re-
sources be allocated —in the same year at the level of
90%). The definition, for each of those organizations,
of their target functions for the purposes of manage-
ment will imply their reflection in the single system for
record-keeping and management of federal property.

This standpoint is supported by the plans envisag-
ing that, every year, the lists of joint-stock companies
with state participation and FSUEs, the size of land
plots owned by the RF Treasury (with the exception of
land plots removed from turnover or those limited in
turnover), and other property entities owned by the
RF Treasury, should be reduced by a certain fixed num-
ber (based on the estimations for the year 2012) (with-
out taking into account the properties to be received
by the RF Treasury as a result of privatization of FSUEs
over the period of 2013-2018). It is envisaged that all
the four targets should be entered in the Federal Sta-
tistical Work Plan.

As a result, by 2018 there should remain no unitary
enterprises with the right of economic management,
while the number of joint-stock companies with state



RUSSIAN ECONOMIC DEVELOPMENTS No. 2, 2014

stakes will be reduced more than tenfold?, the number
of properties owned by the RF Treasury (with the ex-
ception of land plots) — by 90%, the area of land plots
owned by the RF Treasury and uninvolved economic
turnover — by 35% (on condition that additional re-
sources be allocated, as well as financial backing pro-
vided for their subdivision and entry in the cadastre, in
accordance with the expenditure items earmarked for
covering the activity of the Federal Service for State
Registration, Cadastre and Cartography (Rosreestr)).

The completeness of federal property records
(share of properties actually entered in the register vs.
total number of properties to be in the register), from
2014 onwards, must be no less than 80%.

Besides, the key targets include:

e increasing the relative share of stocks issued by
companies with state participation and circulat-
ing on Russia’s organized securities market, in
order to gradually double this index by 2018 (in-
creasing the number of state-controlled open-
ended joint-stock companies whose stocks are
listed for circulation on Russia’s organized secu-
rities market);

e ensuring, by 2018, adequate competitiveness,
investment attractiveness and public openness
of partially state-owned companies (ensuring
that these organization meet their key targets
comparable with those of their leading counter-
parts around the world);

e meeting the established budget targets for the
amount of revenues generated by use and sale
of federal property.

From 2013 onwards, no less than 4 sales of big pro-
perties with high investment attractiveness must be con-
ducted via public offering of stocks (out of the number of
properties designated for sale in the course of this year by
decisions of the RF President and/or the RF Government)
(exchange transactions and strategic sales).

The organizational and technical aspects of the goal
of improving the quality of state property manage-
ment involve the following measures: (1) ensuring a
single record-keeping and control system based on the
incorporation of informational technologies in all the
management processes and procedures, at any stage
and level, including the operation of territorial bodies;
(2) ensuring transparency of Rosimushchestvo’s per-
formance by means of granting public access to infor-
mation on federal properties entered in the completed
inventory records, as a basis for creating a complete
and verified database of such entities; (3) determina-

1 Atthe same time, judging by the estimations presented in the
appendices to the program, such a scenario can actually be im-
plemented only on condition that some additional funding is pro-
vided.

tion and consolidation, to each member of Rosimush-
chestvo’s staff, of their personal areas of responsibility;
(4) establishing within Rosimushchestvo a special in-
ternal control subdivision and charging it with the task
of implementing the necessary control mechanisms, in
order to adequately supervise the implementation of
adopted regulations, processes and procedures.

One of the key targets outlined in the government
program in this connection is the almost complete
elimination, by 2018, of all paperwork related to the
management of information flows: all government
services must be delivered in an electronic form, and
the share of electronic legal documents in the docu-
ment turnover between Rosimushchestvo, its territo-
rial bodies and government organizations must be no
less than 99%. This new operation mode will ensure
the required transparency level and adequate control
over all the ongoing processes.

The goal of creating a legislative backing for the pro-
gram envisages the adoption, over the period of next
five years, of 25 new normative legal acts, including
the introduction of alterations in the federal laws on
state and municipal property privatization, on State
registration of titles to immovable property and the
transactions therewith, and on unitary enterprises.

Similarly to any government program, the prospects
of successful implementation of the Government Pro-
gram Federal Property Management will depend on
the availability of financial resources which, in its turn,
is determined by the budget system’s actual potential.
The planned volume of financial resources to be allo-
cated from the federal budget to this government pro-
gram over the entire period of 2013—2018 amounts to
a total of more than Rb 33.4bn, to be supplemented
by additional allocations envisaged in the government
program (in an event of emergence of some additional
potential in the federal budget) in the amount of ap-
proximately Rb 19bn.

In the draft federal law On the Federal Budget for
2014 and Planning Period of 2015 and 2016, submit-
ted by the RF Government to Russia’s parliament, a
certain amount of expenditure is earmarked for the
implementation of this particular government pro-
gram (alongside other government programs). In
the explanatory note attached to the draft law it is
explained that the amount allocated to this subitem
should be Rb 5.486.1bn in 2014, Rb 5,348.9bn in 2015,
and Rb 5,188.9bn in 2016.

The amount of relevant budget allocations to this
government program as specified in the draft law has
increased on the initially planned amount, specified in
the government program'’s passport, by Rb 234.7bn in
2014 and by Rb 73.8bn in 2015. It was intended that
over this period, some additional budget funding should
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be allocated to Rosimushchestvo in order to enable it to
draw up an individual technical passport for each federal
property entity, with the purpose of its subsequent use.
However, the increased funding planned for the
years 2014 and 2015 (a total of Rb 308.5bn) was to
be almost completely neutralized by the reduction in
the amount of expenditure earmarked for the imple-
mentation of this government program in 2016 (by
Rb 280.9bn) by comparison with the amount initially
specified in its passport, due to the cut, by 5%, in the
amount of federal budget expenditure earmarked for
government purchases of goods, work and services
in the draft federal budget. Moreover, in per annum
terms, a planned cut in expenditure earmarked for this
government program was to begin in 2015, when this
amount was to decrease on 2014 by Rb 137.2bn. And
then, in 2016, the amount of planned reduction on
2015 in absolute terms was to increase to Rb 160bn.
However, the main targets specified in the explana-
tory note to the draft law with regard to the implemen-
tation of the Government Program Federal Property
Management over the period of 2014-2016 fully cor-
responded to the already approved values (in accor-
dance with the basic scenario, without any additional
budget allocations), without any further adjustments.
In the end, in the adopted Federal Law On the Fede-
ral Budget for 2014 and Planning Period of 2015 and
2016, the amount of planned allocations to the imple-
mentation of the Government Program Federal Proper-
ty Management (in the part relating to the Subprogram
Improvement of the Efficiency of Government Property
Management and Privatization) is Rb 5,436.1bn for
2014, Rb 5,298.9bn for 2015, and Rb 5,138.9bn for
2016. For the planned scenario-based annual funding
allocations to the government program, see Table 1.
Thus, the annual amount of allocations from the
federal budget to the Government Program Federal
Property Management (in the part relating to the Sub-
program Improvement of the Efficiency of Government
Property Management and Privatization) is some-
what higher than that envisaged in the government
program’s passport in accordance with the basic sce-
nario, with the exception of 2016, when the amount
of allocations to the government program turns out to
be approximately 5% less than that envisaged in the
passport’s current version. However, this reduction
(by Rb 330,9bn) is 1.6 times more than the aggregate
amount in excess of that envisaged in the passport for
the two preceding years (Rb 208.5bn).

1 It should be borne in mind that the government program en-
visages the implementation of one more Subprogram entitled Go-
vernment Material Reserve Management, which mostly involves
confidential information classified as state secret or as restricted-
access information.

Table 1
BUDGET ALLOCATIONS TO THE GOVERNMENT
PROGRAM FEDERAL PROPERTY MANAGEMENT
IN 2014-2016 (BILLION RB)
2014 2015 2016
5,251.4 5,275.1 5,469.8

Source
Basic scenario
(as in GP’s passport,
current version)
Additional financing volume
(as in GP’s passport,
current version)
Optimistic scenario
(as in GP’s passport,
current version)
Conservative scenario
(as in GP’s passport,
current version)
Explanatory note to draft law
On 2014-2016 Federal Budget
Law On 2014-2016 Federal
Budget of 2 December 2013, No
349-FZ (Appendices 16 and 18)
Rosimushchestvo’s expenditures
in framework of FTP Develop-
ment of the Single State System
of Registration of Rights and
Cadastre Records of Immov-
able Property (2014-2019), RF
GP Economic Development
and Innovation Economy

4,415.2 4,567.7 5,710.7

9,667.0 9,843.0 11,181.0

5,859.0 5,823.0 6,825.0

5,486.1 5,348.9 5,188.9

5,436.1 5,298.9 5,138.9

50.0 57.67 100.2

At the same time, when taken in per annum termes,
the amount of expenditure earmarked for the im-
plementation of this government program displays a
downward trend, while Rosimushchestvo’s requests for
additional funding have remained unsatisfied. Moreo-
ver, the amount of allocations envisaged in the current
federal budget for this government program is much
less than that planned in accordance not only with the
optimistic scenario, but also the conservative scenario.
So, as far as the actual possibility of achieving the key
targets set by this government program for the next 3
years is concerned, one should be oriented to the figu-
res corresponding to the basic scenario (Table 2).

The bulk of expenditures allocated under the ba-
sic scenario, which must be taken as the main guide-
lines due to the specific targets set in the approved
budget for the period of 2014-2016, is earmarked for
the measures involved in the implementation of this
government program (more than */,). Next in line are
the expenditures allocated to federal property man-
agement development (10-15%) and improvement of
the procedures of record-keeping and monitoring of
the use of federal property (more than 7%); of these,
the amount of funding allocated to the drawing-up of
technical passports for each property entity owned by
the RF Treasury is as follows: Rb 750bn in 2014-2016,
including Rb 410bn in 2014; Rb 250bn in 2015 and
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Rb 90bn in 2016). The amount of funding allocated to
other areas of activity is minimal.
Table 2
MAIN TARGETS FOR 2013-2016, ENVISAGED
IN THE GOVERNMENT PROGRAM FEDERAL PROPERTY
MANAGEMENT

Indicators 2013 2014 2015 2016
Share of federal property enti-

ties, for which target functions

are determined (%), including:

federal state unitary enterprises 25 35 45 60
economic societies with shares
(stakes) in federal ownership
property entities owned by
Treasury of Russian Federation
federal state institutions 0 0 0 5
Annual reduction of num-
ber of partially state-owned
joint-stock companies,

on previous year, as %
Annual reduction of number
of federal state unitary enter- 6 12 13 15
prises, on previous year, as %

Reduction of total area of land

plots owned by Treasury of Rus-

sian Federation and removed

from turnover relative to total

area of land plots owned by 5 10 15 20
Treasury of Russian Federation

in 2012 (except for land plots

removed from turnover and

those limited in turnover)), as %

Reduction of number of prop-

erty entities owned by Treasury

of Russian Federation (less

land plots) relative to number

of property entities owned by 1 3 5 7
Treasury of Russian Federa-

tion in 2012 (except property

entities exclusively owned by

Russian Federation), as %*

25 35 45 50

* less property entities to be received by the Treasury of the
Russian Federation as a result of privatization of FSUEs over the
period of 2013-2018.

Rosimushchestvo’s approaches to the implementa-
tion of this government program imply the allocation of
funding to certain types of activity like the determina-
tion of the functions of each managed federal property
entity, the management of their development, aliena-
tion and potential risks, improvement of the procedures
of record-keeping and monitoring of the use of federal
property, and the implementation of measures envis-
aged in the government program.

Additional support for the implementation of the
Government Program Federal Property Management
will be provided in the form of allocations to Rosimush-
chestvo in the framework of the Federal Targeted Pro-
gram (FTP) Development of the Single State System of

Registration of Rights and Cadastre Records of Immov-
able Property (2014—2019) (approved by Decree of the
RF Governmenta of 10 October 2013, No. 903), which
is part of the Government Program (GP) Economic De-
velopment and Innovation Economy. These will amount
to approximately Rb 208 bn in 2014-2016 (including
Rb 50bn in 2014, Rb 57.8bn in 2015, and Rb 100.2bn in
2016), while the bulk of funding is carried forward to the
period of 2017—-2018 (approximately Rb 1.8bn).

In this connection, it should be noted that the distri-
bution of budget allocations, as outlined in Appendices
16 and 18 to the Law on the 2014-2016 Federal Bud-
get with regard to the Government Program Federal
Property Management in the framework of the Sub-
program Improvement of the Efficiency of Government
Property Management and Privatization, makes it pos-
sible to distinguish only 4 groups of expenditures: (1)
expenditures on the payment of salaries to the staff of
state and territorial bodies (expenditures on personnel
remuneration designed to ensure proper performance
of state (or municipal) bodies, treasury institutions,
the administrative bodies of government off-budget
funds); (2) expenditures designed to ensure proper
performance of government bodies, including territo-
rial bodies (purchase of goods, work and services for
state (municipal) needs (two separate items with iden-
tical titles); (3) expenditures designed to ensure ad-
equate performance of government bodies, inclu-ding
territorial bodies (other budget allocations); (4) ex-
penditures allocated in the framework of the Subprog-
ram (purchase of goods, work and services for state
(municipal) needs).

From this point of view, it is impossible to properly
understand the configuration of cash flows related to
government policies in respect of specific types of pro-
perty, for example expenditures on the management of
government blocks of shares (or stakes) in economic so-
cieties. Meanwhile, this expenditure item is one of the
most important ones in the framework of this govern-
ment program which envisages, among other things,
that from 2014 onwards, the share of civil servants em-
ployed in the managerial and control bodies of partially
state-owned joint-stock companies will be reduced to
30%. Consequently, their replacement with professional
CEOs will inevitable require the allocation of an appro-
priate amount of funding.

So, later on it will be logical to expect further elabora-
tion of the government programs addressing the issue of
federal property management — especially given the fact
that the recent switchover to the allocation of the bulk
of budget resources on the basis of targeted programs
have given rise to many questions, and the estimation of
performance of government program may provide yet
another impetus for their further improvement.



