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1. Glossary
Arkady Rotenberg – Russian oligarch with an estimated fortune of $1 bn (acquired in the last 5 years), former judo sparring partner of Mr. Vladimir Putin. He claims to discuss with Mr. Putin only sport issues and their youth, nevertheless he manages to get large government contracts without participating in tenders (see part 6.3 WHO IS ARKADY ROTENBERG?)In a Forbes interview he confirmed his participation in the Moscow St. Petersburg project, said that he personally invited Vinci and persuaded them to stay after the Khimki forest conflict. Together with N-Trans he owns 25% of Mostotrest Inc., the general contractor for the motorway construction. 
Igor Levitin – the Russian Minister of Transport (2004 — May, 2012). He became Minister after working for nearly 8 years in N-Trans LLC, most recently as the deputy director. The federal road agency Rosavtodor — organizer of the concession contract tender — is part of the Russian Ministry of Transport.  
N-Trans LLC – the largest private transportation company in Russia. In October 2008 Vinci announced N-Trans to be its partner in the NWCC LLC. N-Trans neither acknowledged, nor denied this information. 
VINCI, VINCI Group. – the largest French construction corporation with a yearly turnover of about €70 bn. It claims to adhere to the highest environmental standards. At the time of writing, there are several ongoing trials against Vinci for unfair competition.
The North-West Concession Company, NWCC LLC, concessionaire – a company, established in 2007 for participation in the concession contract tender. Its only founder and owner is VINCI Concession Russie. 
VINCI Concession Russie – the only owner of NWCC LLC. It is co-owned by VINCI Concessions SA (France) - 25%, VINCI Concessions Vosstran Russie (France) - 25%, Sunstone Holding (Cyprus) – 50%. 

A report by CEE Bankwatch Network from April 2011 revealed the ultimate owners of VINCI Concession Russie. These are VINCI SA – 38.75%, natural persons, primarily with Arabic names, – 11.25%, Arkady Rotenberg – 18.45%, unknown persons – 31.55%.

In September 2011 it became known that Sunstone Holding (Cyprus) had been changed to PlexyLimited (Cyprus), which is presumably connected to the publication of the Bankwatch report. 
Natural persons, primarily with Arabic names – 11.25%. They are participating in the concession mainly through International Business and Contracting Holding Sal Beirut (Lebanon). The identities, motivation and the origin of capital of these individuals are unknown. Lebanon investments in the Russian motorways  look very exotic.
Rosavtodor – Federal Road Agency of the Russian Ministry of Transport. Until February, 15, 2011 it had been acting as the concession grantor in all relations with the concessionaire. Rosavtodor ordered the project documentation and preparatory works on the construction site. 
Avtodor – State company Avtodor is a part of Rosavtodor and has been acting as the concession grantor since February, 15, 2011. 
Pur Projet – the environmental company, engaged by Vinci to assess the environmental situation in the Khimki forest and to improve communication between the stakeholders. 
Leningrad highway – a toll-free motorway between Moscow and St. Petersburg. In the section in the Moscow region it is constantly congested.
Principle – an independent public organisation specialising in the protection of forests. This report is part of a special project on disclosure of the financial and legal manipulations leading to the destruction of the Russian nature. 
2. Summary
To participate in the concession for the construction and operation of the Moscow-St. Petersburg toll motorway the French corporation Vinci SA established a joint venture together with Mr. Arkady Rotenberg, an oligarch close to Mr. Putin, and N-Trans LLC, where the Russian Minister of Transport had been formerly working. The unusual precautionary measures used to keep the Russian owners of the company unknown (a complex web of off-shore companies, a company registered in the British Virgin Islands, a change of the companies' structure after it was first publicised etc.) indicate that individuals who make decisions in the Russian Government and the Ministry of Transport could be involved in this joint venture. The following preferences granted to NWCC LLC by the governmental institutions strengthen these suspicions:
1.  Violating the principle of  participants' equality, the Russian Minister of Transport Igor Levitin signed a preliminary agreement with Vinci SA on its participation in the project before the open tender was organized. 

2. Vinci Concession Russie, the 100% owner of NWCC LLC, did not meet any of the tender requirements (e.g. construction experience etc.). This fact was ignored by the organisers of the tender, who were subordinate to the Minister of Transport Igor Levitin.

3. Unjustifiably rigid requirements for participation in the tender automatically excluded all Russian companies, which did not have any partners among international construction corporations.

4. The only competitor of NWCC LLC, the consortium of the international companies FCC, Alpine and Brisa, was rejected even after it had offered better conditions than NWCC, without a clear explanation. 

5. After the second participant had been rejected, the tender commission could either announce a new tender, or sign the concession contract with NWCC. Though the proposal of NWCC was worse than the one of its competitor, the contract was signed without any public explanation. 

6. According to the tender conditions, NWCC LLC was obliged to raise financingof 28.284 billion rubles. However, it seems that Mr. Vladimir Putin and the Russian Government are more concerned about raising financing, than are the final owners of NWCC. For example, the Russian Federation, and not the NWCC’s owners, is the guarantor for the NWCC bonds and there is a high probability that those bonds will be redeemed by the State pension fund. The Russian partners easily agreed to a financing scheme that uses the Russian pension fund, although the international company was obviously invited in order to attract international capital.

7. NWCC LLC states in its reports that it does not have a bank guarantee for 2.750 billion rubles for the duration of the concession contract, though it was one of the requirements of the tender. NWCC also shows profits for the first half of 2012 of 161 million rubles, mainly from depositing money from the pension accounts of the Russian citizens. 

8. In violation of the law, the concession contract prohibits expansion of the Leningrad highway, the existing toll-free competitor of the new road.The Russian Government failed to respond to the CEE Bankwatch Network report on the complex off-shore scheme behind the concessionaire of the federal motorway and the Transparency International report on corruption elements in the construction project. It seems that high-level officials are very motivated to continue the project with NWCC. 
9. After President Medvedev had put a halt on construction in 2010, the governmental commission found a peculiar argument for continuation of construction on the same route — the risk of additional payments from the federal budget in the amount of 36 billion rubles in case NWCC leaves the project. The possibility of organizing a new tender and finding a new investor was not considered.  
Vinci's behaviour is also difficult to explain in terms of fair business logic.

1. Vinci SA offered its brand name to VINCI Concession Russie, though it owns only 38.75% of the new company. The public list of Vinci's subsidiaries does not reveal any other case like this. Vinci SA also ignores the fact that in its reports NWCC shows only Vinci and Eurovia as its owners, thus misinforming the public. 

2. Vinci SA announced its partnership with N-Trans in 2008 and at the same time established a joint venture with an unknown Cyprus-based company, mentioned nowhere in the N-Trans structure. Since then Vinci has never mentioned its Russian partners publicly. Actually N-Trans have never participated in this joint venture as we know that it is a private project of N-Trans`s managers
. All of them are former colleagues of Minister of Transport Igor Levitin with whom he worked for 8 years at a precursor of N-Trance – Severstaltrans company. They are Konstantin Nikolaev, Nikita Mishin, and Andrey Filatov. 
3. After removing the only rival of Vinci from the tender, Vinci remains the only participant and then openly speaks about its exclusive negotiations with the Ministry of Transport on the concession contract.

4. After Arkady Rotenberg’s «persuasion» Vinci did not leave the project despite clear signals from the EBRD and the EIB that their standards had not yet been met. It follows that these banks have higher standards than Vinci.

5. Vinci agreed to participate in a scheme, in which a conflict of interests can be traced: Arkady Rotenberg co-owns NWCC as well as the general contractor Mostotrest.  

6. Vinci did not provide guarantees for debt financing of the NWCC, awaiting guarantees from the Russian side, though no such guarantees were provided for by the tender conditions.   

7. Vinci's actions concerning environment are unclear. It announced the participation of the French ecological company Pur Projet in the project and establishment of coordination committees on the Khimki forest. However, activities on this issue were not discernable and, if at all, are being performed without any cooperation with the Khimki forest defenders or the NGOs opposing the project (Movement to Defend Khimki Forest, Greenpeace Russia, WWF Russia).   

8. Vinci SA failed to address the concerns raised in the CEE Bankwatch Network and Transparency International reports, though one expects from such a major corporation some reaction to the revelations about its participation in a politically corrupt and environmentally damaging project. 
3. Project chronology
More detailed explanations are outlined in section 4 together with the sources of information
	Date
	Event

	July, 21, 2005
	The federal law «On concession contracts» № 115-FZ from --- (hereinafter the law № 115-FZ) is adopted in order to attract foreign investments and effectively manage state property. 

	November, 8, 2005
	Mr. Oleg Shakhov, the general director of the Federal State Institution «The roads of Russia» announced participation of an investor pool (Boygues, Macquire, OHL, Vinci and others) in the construction of the Moscow-St. Petersburg toll motorway. He said that «the project was too massive to be performed by only one company». 

	September, 22, 2006
	Igor Levitin (the Russian Minister of Transport), and the Chairman of the Board of Vinci SA signed a memorandum on mutual understanding. According to this memorandum Vinci should provide support to the Russian concession programme and to the construction of the Moscow-St. Petersburg motorway in particular.  

According to law № 115-FZ, article 21, every person can apply for an open tender. Signing of a preliminary agreement with one participant before the tender procedure is not provided by law and violates the principle of  participants' equality. 

	November, 30, 2006
	Decree of the Russian Government №1708-r is signed.

Passport of the investment project on construction of the Moscow-St. Petersburg motorway (15-58 km) is approved.

Project costs of 66.081 billion rubles are approved. They include: 
· Concessionaire's equity – 7.710 billion  rubles;
· Concessionaire's debt financing – 28.884 billion rubles;

· Russian federal budget funds – 29.487 billion rubles. 

	April, 24, 2007
	Decree of the Russian Government №511-р is signed. According to it, powers of the grantor of the concession agreement on the Moscow-St.Petersburg toll motorway (15-58 km) are exercised by Rosavtodor.

Rosavtodor is assigned to organise an open tender. 

	July, 9, 2007
	Rosavtodor decree №50

Federal state institution «Roads of Russia» represented by general director O.G. Shakhov is put in charge of preparation of the tender documentation and placement of orders for preparation of land on the construction site.

	September, 13, 2007
	Rosavtodor decree №64: approval of the open tender documentation.

According to this documentation, an applicant should have at least 10 years' experience in successful realisation of concession projects, a yearly turnover of at least $1 billion, experience in maintenance of at least 2 toll-roads etc. It is obvious that the documentation was written with the intention of attracting VINCI or similar  giant foreign construction firm, since no Russian company could meet these requirements.

At the same time it is enough for the applicant, if these requirements are met by its co-owner with a share of at least 10%. Consequently, it appears that the organisers of the tender wanted to get a brand of an international construction company, but not necessarily to have it directly carrying out the project as a whole.
Without any clear explanation all Russian construction companies appeared to be out of the tender in favour of VINCI or few similar foreign construction companies. It follows that article 23 of the law № 115-FZ has been violated. It states: «The tender documentation should include neither unjustified restrictions nor preferences for one of the participants».


	October, 25, 2007
	Peak Shores Investment Corp (BVI) is registered, apparently in order to hide the partners of Vinci (the company registrar has offices in Moscow and on the BVI).

	November, 9, 2007
	The new articles of organisation of VINCI Concession Russie, the 100% owner of NWCC, are registered. The following owner's representatives are listed there:
· General director of VINCI Concessions - Mr. David Azema;

· Representative of VINCI Concession Vosstran – Mr. Joel Velasque

· Representative of Sunstone – Madame Maria Tsokka (representative of Team Nominees ltd (Cyprus));

To apply for the tender, Vinci established a joint venture with an unknown Cyprus-based company.

	January, 29, 2008
	The envelopes with the open tender participants' applications are opened and was announced about three potential participants: NWCC LLC, Stolichny trakt Inc and «AERU Highway B.V.»

	September, 16, 2008
	There are two applicants: NWCC LLC and Stolichny trakt Inc. According to the minutes, both companies present their proposals and provide all the documents needed. Why third participant had left the open tender, is unknown. 

	October, 28, 2008
	Rosavtodor decree №96о.

The tender is declared invalid, because the tender commission concluded that less than two proposals met the tender documentation requirements.   
The proposal of Stolichny trakt Inc. is considered not to meet the tender documentation requirements. Rosavtodor does not publish more detailed information.   

	October, 30, 2008 
	Rosavtodor decree №457-r

The tender commission decides to conclude the concession contract with NWCC LLC on the ground that its proposal supposedly meets all the tender requirements.

The tender commission ignores the fact that neither NWCC, nor its 100% owner VINCI Concession Russie has experience in construction or meets the financial requirements of the tender. Vinci SA neither owns nor manages directly the concessionaire. These are indeed exclusive negotiations.  

Article 29 of the law № 115-FZ was violated, since a participant, who did not meet the requirements of the tender documentation, was accepted to the tender. 

	October, 30, 2008
	Vinci SA states: 
that its partner in NWCC is N-Trans (which is not a construction company and where Mr. Igor Levitin, the Minister of Transport, had worked for 8 years). Actually N-Trans have never participated in this joint venture as we know that it is a private project of N-Trans`s managers . All of them are former colleagues of Minister of Transport Igor Levitin with whom he worked for 8 years at a precursor of N-Trance – Severstaltrans company. They are Konstantin Nikolaev, Nikita Mishin, and Andrey Filatov. that NWCC started exclusive negotiations with Russia’s Ministry of Transport on the concession contract for the first section (43 km) of toll motorway between Moscow and Saint Petersburg.



	July, 27, 2009
	Rosavtodor and NWCC LLC sign the concession contract for a period of 30 years.

According to this contract, NWCC should provide debt financing contracts for the amount of 28.884 million rubles within the next 6 months.  

	November, 5, 2009
	The Russian Government decree № 1642-r (signed by Mr. Putin): Khimki forest lands on the territory of 144.88 hectares are transformed from forest land into  land for the use of industry, power industry and transport. 

This decree contradicts a number of earlier adopted laws and codes of the Russian Federation.

	November, 27, 2009
	A memorandum of understanding is signed between NWCC, Vnesheconombank, the EBRD and EIB.

According to the memorandum, the EBRD should give loans to NWCC and issue bonds, which should be bought by the Vnesheconombank at the expence of the state pension fund which funds Vnesheconombank manages. 

	January, 2010
	NWCC prepares a plan of cooperation with stakeholders.

In this plan NWCC is called a consortium with Vinci and Eurovia as participants (no other participants are named). The plan provides for a conciliation committee, where ECOOBORONA, Greenpeace and WWF are to take part. However, the plan has never been implemented, as EBRD and EIB did not finance the project.

	January, 2010 
	NWCC assesses the environmental and social impact of the project. 

Environmental damage is assessed based on 8 criteria. The final report states that the current motorway route causes maximal damage according to 5 criteria and high damage according to 3, thus being the worst among all routes considered. 

So the NWCC report confirms the environmental impacts connected with the motorway construction along the chosen route. One can assume that this assessment influenced the EBRD and EIB.

	February, 27, 2010 
	The Russian Government decree №240-r

State guarantees are provided to NWCC for the bond issue in the amount of 10 billion rubles (€250 million).

	March, 5, 2010
	The Russian Government decree № 128

The state guarantee limit is set to 29.548.48 million rubles (€739 million).

	April, 4, 2010
	Sberbank of Russia Inc. and Vnesheconombank, two state-owned banks, sign a contract on a credit line to NWCC for 29.2 billion  rubles for a period of 20 years. 

No owner of NWCC provides a line of credit that would be consistent with the international practice of debt financing. The tender documentation required that the concessionairefind financing on its own, and no assistance from the Russian Federation was provided for in the tender documents. 
However, this credit line has not been used yet, instead money from the State pension fund were used. Probably, Sberbank of Russia Inc. and Vnesheconombank prefer to risk losing the state pension fund money, that their own.



	April, 2010
	VINCI president Yves-Thibault de Silguy gives an interview:

«I was astonished how determinedly Prime Minister Vladimir Putin removed the obstacles we faced».

«Putin personally intervened in the oak-grove issue and quickly found substitutes for the foreigners», continues Les Echos. «Instead of foreigners, Sberbank and Vnesheconombank will provide loans to NWCC for conditions considered amazing in Russia: in April they signed a credit line contract for 29.2 billion rubles for a period of 20 years, as well as promising to redeem more than 70% of the 20-year bonds of NWCC for 10 billion rubles», I think you can find the original of this article in French sources.

	April, 7, 2010
	Transparency International in Russia publishes a report on the project.

Numerous indications of corruption are listed. In particular, conflict of interests of the two public officers are mentioned. These are
· the Minister of Transport Igor Levitin;

· former director of the FSI «The roads of Russia» Oleg Shakhov. 

	April, 26, 2010
	NWCC signs an act of fulfillment of the preliminary financial security conditions on the grounds of its credit line contract. 

	August, 26, 2010 
	President Dmitry Medvedev puts a halt on the construction in order to hold further public and expert discussions.

	October, 2010 
	An independent environmental assessment of possible routes is conducted by  leading Russian ecologists together with Greenpeace and WWF.
The proposed route is recognized as ecologically dangerous. It is stated that the Khimki forest has recreational value for ca. one million people and that more than 2/3 of the citizens of Moscow and Khimki do not support the proposed route.

Any of the alternative routes would cause minimal ecological damage and would avoid the massive housing demolitions necessary under the proposed route.

	December, 14, 2010 
	A meeting of the Russian Government commission on transport and communications with participation of NWCC representatives takes place. No NGO opposing the route attends this meeting. 

The commission decides to continue construction along the original route. The main arguments are:

· The risk of concession contract cancellation with the grantor at fault, which would require additional financing from the federal budget  of 36 billion rubles (€900 million);

· Additional budget expenses of 500 million rubles (€12.5 million) to compensate NWCC for contract cancellation. The commission did not appear to consider the possibility of finding other investors, able to raise capital (36 million rubles) for the construction along an alternative route. The commission ignored the fact that the law №115-FZ does not prohibit a further tender in case of contract cancellation. 

It also ignored the assessment of the leading ecologists and the Transparency International report.

	January, 2011
	· The EBRD and EIB announce that they are no longer participating in the project, citing that at least one of the reasons is logging of the 100 years old oak-grove as an outstanding unresolved issues.
 Mr. Arkady Rotenberg «persuades» Vinci to stay; obviously, Vinci has been hesitating.

 

	February, 1, 2011
	President Medvedev's speech in Ekaterinburg:

«And the last one, not the least, just according to the order of appearance - the Khimki forest. You know, I was engaged in it. At some moment I broke the course of the process just in order to understand on my own. I cannot consider myself an expert in this field, but I had tried to understand honestly, and here are the conclusions I reached...».

«...And in this case I think, national interests have been sacrificed in favour of commercial interests of some individuals, who at that time [time of the initial decision] influenced decisions»

	February, 15, 2011
	Russian Government decree № 215-r

The state institution «Russian motorways» becomes the new grantor of the concession.

	April, 30, 2011 
	CEE Bankwatch Network's report on NWCC is published.

According to the report, Sunstone, a Cyprus-based company, owns 50% of the concession. A chain of Cyprus-based companies leads further to Mr. Arkady Rotenberg, and another one to Peak Shores Investment, registered on the British Virgin Islands and thus with its owners unknown. The report calls VINCI a cover for oligarchs. The structure of N-Trans, the company once named as the Russian partner of VINCI, includes off-shore companies, but none of them are the same as the companies among the NWCC owners. 
It follows that 50% of the Moscow-St. Petersburg motorway, built with the federal budget and pension fund money, is controlled by Mr. Rotenberg and an unidentified group of persons, covered by the VINCI brand.  

	June, 12, 2011
	Several years after the start of the construction, a year after President Medvedev put a halt on construction, a construction permit is issued for the first time. Logging and the preparation of the territory had been conducted without the legal permits necessary according to the article 51 of the Russian Federation Town Planning Code.  I 

	August, 19, 2011
	Russian Government decree №1489-r 

The concession contract's duration is extended by 1 year.

	
	

	September, 1, 2011
	The NWCC bond prospectus is issued, construction is started. According to the prospectus:

48 billion rubles (€1.2 billion) of 66 billion rubles (€1.65 billion) or 80% of the total cost of the project will be received by Mostotrest Inc., the construction company owned by Mr. Rotenberg. There is no information about the selection of this company through a tender procedure.

Sunstone (a 50% owner of Vinci Concessions Russie) is changed to the Cyprus-based Plexy Limited. Presumably, the CEE Bankwatch Network report is the reason for this change. Since Mr. Rotenberg openly states his participation in the project, other participants' wish to remain unknown indicate that they may be connected (related?) to the public officers making decisions in the state institutions of the Russian Federation. 
The danger of competition from of competing roads (the toll-free M10 highway) is eliminated by a special clause of the concession contract that is triggered when the traffic capacity of the M10 road is increased by more than 10%. This is in violation of article 37 of the law «On motorways and road operations in the Russian Federation» № 257-FZ, according to which a toll motorway construction is allowed only in case of existence of an alternative toll-free passage. In fact, due to the overload of the M10 motorway, a functional passage does not exist.

It follows that Russian people have to decide between being stuck in a traffic jam and paying to VINCI, Mr. Rotenberg and an unidentified group of people. The right to free movement, article 27 of the Russian Constitution, is violated. 

	October, 21, 2011
	NWCC 20-year bonds in the amount of 10 billion rubles are placed on the MICEX Stock Exchange on this day only.

	December, 13, 2011
	French ecologists from Pur Projet, hired by VINCI, publish a report, proposing their service in coordination of the NGOs working on the Khimki forest. This report states, among other things, that construction is financed with the Russian pension fund money.
 

	December, 31, 2011
	In its annual report, VINCI states that forest saving measures have been agreed upon together with a broadly represented coordination committee and that construction work had been resumed.

Neither Greenpeace, nor WWF, nor other Khimki forest defenders have ever been invited to this committee, assuming it actually ever existed.

The coordination committee role is unclear, since the NWCC report has found the current route to be the worst among all considered. Establishment of this committee is probably aimed at demonstrating VINCI's concern with environmental issues and, thus, at misinforming report readers.

	February, 29, 2012
	An article written by Mr. Alexander Popov, director of the Vnesheconombank, is published on the bank's website. 

The article confirms that NWCC bonds are redeemed with the pension fund money. This solution is called «perfect». 

It is worth noting that in the case of expansion of the M10 motorway and underutilization of the newly built road, pension savings will be devalued by inflation, since the State guarantees only repayment of the principle but not the interest.
The goal, stated in the law «On concessions», article 1 — attraction of investments to the Russian economy — is not achieved. Instead an unidentified group of people is given  control of Russian citizens' pension savings. 

	June, 30, 2012
	According to NWCC records, the company has earned 190 million rubles (€4.75 million) by depositing money from the bonds issue, i.e. pension savings of the Russian citizens.

	July 23, 2012 
	Forbes interviews Mr. Rotenberg
Have you attracted some non-state, or to say more, foreign investments to your projects?
— I have already said: French Vinci.
— But when your «NPV Engineering» made an agreement with «N-Trans» and joined the NWCC project in December 2010, French Vinci had been there already. 
— No, it was us who invited them. By the way, they didn't want to join.
— You negotiated with them?
— Of course! Before and especially when the Khimki forest conflict had begun, we continued convincing Vinci of the attractiveness of the project. «N-Trans» co-owner Andrey Filatov had also been involved in persuading [VINCI]. It was important for us to have such a partner as them. Because they know how to do it, how to operate.



4. THE RUSSIAN MINISTRY OF TRANSPORT CREATED UNEQUAL CONDITIONS FOR THE TENDER PARTICIPANTS

4.1 The framework agreement on VINCI's participation in the project was signed long before the tender procedureVINCI's participation in the construction of the new Moscow-St. Petersburg motorway wass mentioned for the first time in 2006 and wass related to Mr. Igor Levitin, the Russian Minister of Transport. The text below comes from an official press-release of VINCI:
«On the occasion of the official visit by President Vladimir Putin to France, Yves-Thibault de Silguy, Chairman of VINCI, and Igor Levitin, Minister of Transport of the Russian Federation, signed a memorandum of understanding defining the framework in which VINCI will provide support to the Ministry of Transport in rapidly implementing a large-scale transport infrastructure concession program. This cooperation agreement includes, in particular, the project covering construction of the Moscow-Saint-Petersburg motorway followed by its operation through a system of tolls.
» 
It means that before the tender procedure took place, the Russian Minister of Transport had met one of the possible participants and signed a preliminary agreement concerning construction of the road concerned. According to article 21 of the law “On concession contracts” every person can apply for a tender. Signing of a preliminary agreement with one of the participants is not provided for by the law and violates the participants' equality principle.
4.2  VINCI admits that its negotiations with the ministry of Transport were exclusive

4.2.2 Exclusive negotiations
The first mention of a joint venture with Russian partners and participation in the tender can be found in VINCI's  Activity report for 2008.  Here is a passage from this document:
«On 30 October 2008, Russia’s Ministry of Transport invited NorthWest Concession Company (NWCC), created by VINCI Concessions and its Russian partner N-Trans, to start exclusive negotiations on the concession contract for the first section (43 km) of toll motorway between Moscow and Saint Petersburg. The route passes near Sheremetyevo, Moscow’s international airport, and will alleviate traffic on the existing trunk road.»

On the same day Rosavtodor decree №457-r is issued, according to which the tender commission decided to conclude the concession contract with NWCC on the grounds that NWCC's proposal met the requirements of the tender documentation. It happens two days after the tender was cancelled on October, 28, 2008, after the only other participant «Stolichnij trakt» had been rejected without a clear explanation.

This means that VINCI announced the beginning of exclusive negotiations after Rosavtodor had decided to sign the contract with NWCC, after the cancellation of the tender.
According to the law «On concession contracts», article 36, the grantor should send to the tender winner, within 5 working days after the tender commission members have signed the minutes on the tender results, a copy of these minutes, the concession contract draft including the contract conditions, determined by the decision to conclude the contract, by the contract documentation and the proposal of the winner. The mechanism of concluding a concession agreement by means of exclusive negotiations is not provided for by law.
Thus VINCI implicitly stated that the conclusion of the concession contract took place not in the framework of the law «On concessions», but according to some exclusive rules.
4.2.2 Mention of N-Trans
N-Trans is a transportation company that has never constructed roads and where Mr. Igor Levitin, the Minister of Transport, had been working. This mention of N-Trans is the only one in the official reports of VINCI. We could find no other mention of N-Trans in any official report after the 2008 Activity Report. Similarly, we could not find any mention of partnership with VINCI in the official reports of N-Trans.  
5. VINCI's BRAND IN THE CONCESSION NAME IS MISLEADING CONCERNING THE OWNERS OF THE CONCESSION
The 100% owner of the North-West Concession Company (hereinafter NWCC) is VINCI Concessions Russie SA (France). However, according to the CEE Bankwatch Network report the real share of the French VINCI Group is only 38.75%. 

	Here are some relevant passages from the Rosavtodor press-release concerning the tender
:


	«The tender proposals for the «Moscow-St. Petersburg motorway (15-58 kilometer)» have been submitted by the following tender participants: «Stolichny trakt» Inc., in which European concession companies «FCC», «Alpine», «Brisa» are participating and NWCC LLC, in which European concession companies  «VINCI» and «Eurovia» are participating
...

We could not find any mention of the participants of NWCC LLC other than VINCI and Eurovia in any Russian official documents or press-releases on the tender. 

In the consolidated Statement of the VINCI Group for 2011 there is a list of companies, where VINCI has a share of less than 50%. No company has the word «VINCI» as part of its name. More than that, the majority of companies 100% owned by VINCI don't carry the “VINCI” name either. It follows that giving its name to companies where its share is 38.75% is not a normal VINCI practice. Violation of the usual order opened an opportunity to mislead the public with regard to NWCC ownership and to mention only VINCI and Eurovia in the official documents.



6. WHO ARE THE RUSSIAN PARTNERS OF VINCI?

6.1 Russian partners of vinci created a complex ownership scheme using offshore companies

We could find information about the ownership shares of the Russian partners only in two documents:

1. Transaction summary of Corpfin database (deal No 421787) – «VINCI SA and N-Trans group agreed to establish a 50/50 joint venture North–West Concession Company, Moscow to construct a transportation network in Russia. N-Trans Group is a subsidiary of Transportation Investment Holding Ltd, a holding company». 

2. In the CEE Bankwatch Network report from April, 30, 2011. According to this report, which was based on company registration documents, VINCI Concessions Russie SA is 50% owned by the Sunstone Holding Limited Limassol (Cyprus). The chain of the off-shore companies ends with two companies:

-  Olpon Investments (Cyprus), owned by Arkady Rotenberg;

- Peak shores investment Corp, Tortola BVI, possibly owned by Arkady Rotenberg and N-Trans through another off-shore companies scheme, although this is not confirmed.

3. According to the official site of NWCC the company was established in September 2007, on a parity basis by the French group VINCI and Russian beneficiaries, who are shareholders of the transport-infrastructural group N-Trance
. This information is confirmed by the statement of one of N-Trans`s shareholders who announced that it is a private projects of N-Trans`s managers
. 
The Russian side created a complex ownership scheme using offshore companies based in different jurisdictions. One possible explanation could be the desire to hide participation and the share of the Russian oligarch Arkady Rotenberg in the project. Mr. Rotenberg confirmed his participation in a Forbes interview after the CEE Bankwatch Network report had been published. 

However, these special precautionary measures (a complex offshore structure, using a BVI-based company, change of the companies’ structure) indicate the potential involvement of bureaucrats from the Russian Government and the Ministry of Transport. These suspicions are strengthened by unusual preferential treatment granted to NWCC by the governmental institutions.

According to the bond prospectus from July, 22, 2011 Sunstone Holding Limited Limassol (Cyprus) was changed to PLEXY Limited Limassol (Cyprus). One can assume that this change was caused by the appearance of the CEE Bankwatch Network report on April, 30, 2011. If the real beneficiaries were Mr. Rotenberg and N-Trans managers, this change would make less sense.

6.2 Composition of the board of directors of NWCC reveals the possible ownership structure: Arkady Rotenberg (34%) and N-trans (16%)

To understand the share of the Russian partners participation let us look at the Board of Directors of NWCC, according to the bond prospectus from July, 22, 2011. The Board of Directors is composed of 4 French representatives, somehow connected with the VINCI Group, and 4 Russian representatives. Here is a list of them together with the names of the companies they represent. 
	Members of the board
	Representing the company
	In whose structure includes

	Коряшкин Георгий Алексеевич 

Georgy Koryashkin
	NPV Engineering Inc.
	Rotenberg

	Стадников Антон Владимирович

Anton Stadnikov
	NPV Engineering Inc.
	Rotenberg

	Степанов Дмитрий Викторович 

Dmitry Stepanov
	Sevtechnotrans LLC
	N-Trans

	Добровский Леонид Юрьевич 

Leonid Dobrovolsky
	Mostotrest Inc.
	Rotenberg/N-Trans

 - 70/30


We make a try to determine the actual proportion of shares between the Russian partners, Mr Rothenberg has two representatives on the board of directors, N-trance has one representative on the board of directors, and 1 representative works for Mostotrest, in which the ratio of shares Rothenberg and N-Trance is about 70/30. Consequently, the conditional ratio of the number of representatives on the board of directors is (2+0,7)/4 and  (1+0,3)/4.
According to this list, Mr. Rotenberg’s share is ca. 34% (50%*2,7/4) and the share of N-Trans is ca. 16%(50%*1,3/4), which also corresponds to their share of Mostotrest Inc.The reasons why we consider NPV Engineering, a company belonging to Mr. Rotenberg and Sevtechnotrans LLC, to be a participant in N-Trans are the following:
NPV Engineering Inc. - One Member of the Board of NPV Engineering Inc. is Mr. Igor Rotenberg, the son of Arkady Rotenberg. The respected newspaper «Vedomosti»«Ведомости»
 writes:

«Koryashkin had been working for more than 10 years together with Igor, the son of Arkady Rotenberg, first in the Ministry of State Property, then at the Russian Railways. In 2006 Mr. Koryashkin became the general director of NPV Engineering and Igor Rotenberg — its Board Member. There are a lot of former colleagues of Igor Rotenberg at NPV Engineering, all of them Members of the Boards’ of companies somehow connected to Arkady Rotenberg.»

The fact that NPV Engineering Inc belongs to Arkady Rotenberg is confirmed by the respective agency -Interfax

Sevtechnotrans  - The private railways operator Globaltrans is a part of the N-Trans Group
  The structure of the  Globaltrans can be found on its website. According to this structure, «OOO Sevtekhnotrans is another Russian subsidiary of Globaltrans. Sevtekhnotrans is mainly engaged in freight transport and rolling stock leasing services»
.

It follows that the ultimate owners of the concession with high probability are:
· Mr. Arkady Rotenberg – 34%

· N-Trans Group – 16%

· VINCI Group -38.75%

· International Business and Contracting Holding Sal Beirut (Lebanon) – 9.9%.

However, the existence of other beneficiaries cannot be excluded, since the BVI-based companies do not disclose ownership information. Those beneficiaries are not represented in the Board of Directors due to various possible reasons, e.g. their affiliation with the government. 

The owners of the International Business and Contracting Holding Sal Beirut (Lebanon) are 6 natural persons with Arabic names. Their identities, motivation and origin of their capital are unknown.

It is worth noting that the head of the NWCC LLC in the period from 2007 to 2011 was Mr. Viktor Saveliev (born 1957), formerly the general director of Dufri LLC. This company is a retail chain with more than 400 duty-free shops located in airports, on cruise ships, in seaports and border crossing points, including some in the Sheremetievo airport. So the former director of duty-free shops was in charge of construction of the motorway.

Here is the structure of the ownership according to CEE Bankwatch Network report: 
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6.3 WHO IS ARKADY ROTENBERG?

Arkady Rotenberg has a special reputation in Russia:

· Is famous for being a close old friend of Vladimir Putin (including a jointly organized judo sports club);

· After Vladimir Putin came to power, Rotenberg purchased many of the construction contracting companies of GAZPROM, the Russian gas monopolist (the source of capital necessary for such purchases is not clear);

· Mostotrest Inc., a company controlled by Rotenberg, received tens of billions of rubles in government contracts for road construction in Moscow. These contracts were received without tender and due to one of the last orders of president Medvedev. 

Such practice, when Arkady Rotenberg’s structures received large-scale contracts, provoked numerous publications where the friendship between Rotenberg and Putin is emphasized; in interviews Rotenberg confirmed that such friendship exists.
  

Arkady Rotenberg in his own words
Journalist’s questions:
– In 1998 you headed the sports club “Yawara-Neva,” club’s honorary president became Vladimir Putin. And in a relatively short period of time you became a big businessman with big capital through all the country and in different economic sectors. Was this a coincidence? 
I know Vladimir Vladimirovich for more than 40 years. We are still friends. Unfortunately, there is not enough time for interaction now. By the way, as to the club “Yawara-Neva”, I am the General Director but the club is Vladimir Vladimirovich’s brainchild. It was his idea but he left it to me to realize the idea. And we accomplished a lot. 

–You get large-scale contract from GAZPROM and without tenders. I mean gas pipelines Djugba – Lazarevskoe – Sochi and Sahkalin – Khabarovsk – Vladivostok. 
— GAZPROM made the decisions. Probably, there was no time for tender. This process takes 6 to 12 months. Requirements are announced, documentation is prepared…

— But there are other big construction companies – “Stroytransgaz”, “Stroygazconsulting.”

— There are no other companies in Russia that can, even theoretically, realize such projects in such time-frame. 

Excerpt from newspaper “Vedomosti”:
 
«Before leaving the office, former president and current prime-minister, Dmitry Medvedev, made a royal gift to Arkady Rotenberg’s “Mostotrest.” “Vedomosti” found that the company would get contracts on road construction in Moscow in the amount of several tens of billions of rubles without tenders.”

Excerpt from American “Time”:

«Since 2000, when Putin first became the President of Russia, Yawara-Neva has shot to incredible heights right alongside its general director Arkady Rotenberg, Putin's childhood sparring partner. This month, in the annual ranking of Russia's wealthiest put out by Finans magazine, Rotenberg jumped 17 spots from the previous year to officially join the list of Russia's billionaires. His fortune is now pegged at $1.75 billion, which seems like a lot for a man whose work before Putin took office was mostly confined to running average businesses and promoting judo. But for the members of their St. Petersburg clique, this isn't extraordinary. 

Most of Rotenberg's fortune has come through his deals with Russia's state-controlled natural-gas monopoly, Gazprom, which is headed by one of Putin's old friends from the St. Petersburg mayor's office. In 2008, Gazprom started selling Rotenberg its subsidiaries, in particular the ones that supply and construct pipelines, and then it started placing huge orders with these companies once they were in Rotenberg's control. In 2009 alone, Rotenberg's firm StroyGazMontazh won 19 of these tenders with Gazprom, sometimes at auctions in which it was the only bidder».

Here are excerpts from the interview given by Arkady Rotenberg to “Kommersant”:
 
Thereby, it could be said that Arkady Rotenberg has the distinguishing feature that he gets large-scale construction contracts without tenders. Evidently, it is the source of his capital. 

Importantly, it is Arkady Rotenberg who found arguments for VINCI Group to be involved in the project and then to stay in the project after the Khimki Forest scandal. Here is the excerpt of the interview Rotenberg gave to Forbes:

— Did you attract non-governmental or, moreover, foreign investments to your projects?
— As I have already said: French Vinci.
— But when your NPV International negotiated with N-Trans and joined the NWCC’s project, French VINCI was already participating in the project
— No, it is we who invited them. By the way, they did not want to join. 
— It was you who negotiated? 
— Of course! Before and especially when the conflict around the forest started, we worked to convince Vinci of the attractiveness of the project. Co-owner of N-Trans, Andrey Filatov, also worked to convince them. It was important for us to have such a partner as Vinci. Because they know how to do it [necessary work], how to operate.

Thereby, according to Arkady Rotenberg, it is he, and not VINCI, who initiated the creation of the concessionaire. This concessionaire was later named as a French company in official press-releases of the Ministry of Transport. 

6.4 WHAT IS N-TRANS?

The N-Trans Group (formerly Severstal-Trans) is a non-transparent union of companies. Most of these companies are in off-shore jurisdictions (see the diagram above). The union is famous for its close informal relationships with the Ministry of Transport of the Russian Federation. In particular, the Minister of Transport, Igor Levitin, had been working in the N-Trans Group for 8 years, including 6 years as a Deputy Director General of one of the companies in the union. The latter was his last job before he took his ministerial office. 

General information about N-Trans 
“N-Trans was created in 1996. Before 2008 the N-Trans Group was  in the market under the brand “Severstaltrans”. “N-Trans” is owned by top managers of the Group, namely Konstantin Nikolaev (Director General), Nikita Mishin (Commercial Director), and Andrey Filatov (Executive Director)[3]. In the past, the owner of “Severstal-Group”, Russian entrepreneur Alexey Mordashov, was one of the shareholders of N-Trans (owned 50% of shares). In April 2007, Mordashov sold his shares to his business partners – current owners of N-Trans
]. 

Current (since 2010) Minister of Transport of the Russian Federation Igor Levitin worked for ZAO “Severstaltrans” from 1996 to 2004 (since 1998 – Deputy Director General). He supervised issues related to transport machinery engineering, railroad transportation and operation of maritime ports.[ Right after this job he took his ministerial office.”

It should be noted, that Ministry of Transport of the Russian Federation and its subordinate lower organization, Rosavtodor, were organizing the tender for the motorway construction. Alexander Misharin, Levitin’s Deputy, was the chairman of the tender commission, which was in charge of assessment of the contract applications. 

Thus, the Ministry of Transport of the Russian Federation headed by N-Trans’s former deputy director general, Igor Levitin, was, in fact, the sole entity holding preliminary negotiations with participants, organizing the tender, and assessing the bids. 

7. SERIOUS VIOLATIONS OCCURRED DURING THE TENDER 

7.1 REQUIREMENTS FOR TENDER PARTICIPANTS WERE UNREASONABLY STRICT AND PRACTICALLY EXCLUDING ALL RUSSIAN COMPANIES 

Qualifying requirements for a tender participant (applicant) are enumerated in the tender documentation regarding the Moscow-St. Petersburg motorway construction (paragraph 1.3 volume 2). Below are some of them:

	Qualifying requirements for applicants

	Annual turnover equivalent to 30 billion rubles (€750 million) a year for the past 5 years 

	Book value of net wealth not less than 3 billion rubles  (€75 million)

	At least 10 years of successful experience in realization and financing concession projects or other public-private partnership projects involving construction of transport infrastructure 

	Cost of one of the completed project objects of capital investment shall be no less than 10 billion rubles (€250 million)

	Cost of one of completed road construction projects shall be no less than 5 billion rubles (€125 million)

	Experience in organization and operation of at least 2 toll roads

	Qualifying requirements for applicants


It should be noted that no Russian company has 10 years of successful experience in public-private partnership as the project on construction of the Moscow-St. Petersburg toll motorway was really one of the first projects of its kind in Russia. There are few companies in the world, including the VINCI Group, which can meet all of the qualifying requirements. 

According to the Article 23 paragraph 3 of the Federal Law “On concession agreements,” the tender documentation must not contain requirements to tender participants that unreasonably restrict access of any participants to tender participation and (or) requirements that create preferential conditions in tender to any of participants. 

Thereby, tender framework effectively excluded Russian companies, in spite of declared openness of the tender and despite the fact that the Federal law “On concession agreements” prohibits unreasonable restriction of access to tender.  

7.2 NWCC DID NOT MEET QUALIFYING REQUIREMENTS BECAUSE OF THE TANGLED OWNERSHIP STRUCTURE OF THE COMPANY

The tender documentation does not even assume that company-applicant may meet all of the requirements described above. Instead, the tender mechanism provides for 4 (four) groups of persons that must affirm the applicant’s achievements related to road construction. The tender documentation (Volume 2, paragraph 1.4) contains the list of such groups:

	Groups of Persons
	Actual Situation
	Comments

	Applicant’s part owners who own not less than 10% share of the applicant
	VINCI Concessions Russia owns 100% of NWCC, there are no other founders 
	VINCI Concessions Russia does not have experience in road construction, was founded 

in 2007

	Or main parent companies of participants mentioned above
	No parent company 
	VINCI Concessions SA France is not a parent company as its part is 38.75%

	Investors that confirmed the readiness to realize financing of the construction project (volume of financing is not less than 1 billion rubles (€25 million))
	The sole investor is VINCI Concessions Russia
	VINCI Concessions Russia does not have experience in construction; it was founded in 2007

	Persons who concluded a treaty with an applicant on joint realization of a project on conditions that the volume of financing is not less than 1 billion rubles (€25 million) and that they (persons) are either a general contractor or an organization operating a road
	No joint activity
	North–West Concession Company’s issue July 22, 2011




VINCI is not the parent company of NWCC
In the consolidated report of VINCI Group for the year 2011, NWCC is not contained in the list of controlled companies; although, it is contained in the list of companies consolidated on the equity method. 

According to IFRS 28, “Investment in Associates”, the accounting for investments in associates is prescribed and the requirements for the application of the equity method when accounting for investments in associates and joint ventures are set out. An associate is an entity over which the investor has significant influence and which is not a daughter company.

Consequently, VINCI is not the parent company for NWCC or for VINCI Concessions Russia (100% owner of NWCC). NWCC is not mentioned in VINCI Group’s report. 

VINCI does not fall within the definition of investor
According to the tender documentation (paragraph 1, volume 1), the investor is a person who is either a shareholder or a part owner of concessionaire and who gives the concessionaire monetary funds for the purpose of financing the road construction project 1) under the loan agreement or under any other agreement which in its terms contemplates the repayment of monetary funds by the concessionaire; 2) as well as by payments into the authorized (stock) capital of concessionaire. 

Consequently, VINCI Concessions Russie, the sole owner of NWCC, may be an investor VINCI Concessions Russie, in fact, grants loans to NWCC. 

Conclusion
Consequently, NWCC did not meet the tender requirements from the very beginning as its sole owner and investor, VINCI Concessions Russie, does not have the necessary experience in road construction, which is a mandatory requirement in tender participation. 
7.3 NWCC WON THE TENDER AS A RESULT OF TENDER CANCELLATION

1. On September 16, 2008 the Ministry of Transport of the Russian Federation opened the tender letters with the offers made by tender participants. The Chairperson present at the review was A.S. Misharin, the Deputy of the Minister. The official records show that the following review criteria were used:

	Tender criteria
	NWCC 
	Stolichny trakt
	Min value
	Max value

	Weighted average tariff
	3.6 rub/km
	4.5 rub/km
	1.9  rub/km
	5 rub/km

	Compensation of minimum income reduction
	0%
	0%
	0%
	100%

	Date of creation of starting complex No. 1 and 2
	28 months
	28 months
	28 months 
	32 months 

	Date of creation of starting complex No. 3 and 4
	36 months
	36 months 
	36 months 
	42 months 

	Volume of governmental financing
	23 000 million rubles 
	19 800 million rubles 
	N/A
	23 669 million rubles 

	If bank guarantee is available
	Available
	Available
	
	

	General Contractor
	Indicated
	Indicated
	
	


According to the results of examination of applications, the tender commission decided that the applications of both NWCC and Stolichny trakt satisfied the requirements and terms of the tender documentation. The tender commission also decided to allow NWCC and Stolichny trakt to participate in the tender. 

On October 28, 2008 the tender for the right to conclude a concession agreement related to the motorway Moscow-St. Petersburg was cancelled (by Ministry of Transport Order No. 96). The grounds for cancellation of the tender were the recognition that the tender offer made by Stolichny trakt did not meet the requirements of the Tender documentation, and, as a result, only the single tender offer made by NWCC remained.

On October 30, 2008 the Ministry of Transport decided to make a concession agreement with NWCC. The decision was based on the compliance with the tender requirements (order of the Ministry of Transport No. 457-r).

Consequently, in September 2008 the tender commission did not have any issues with the documentation provided by Stolichny trakt, but in October 2008, Stolichny trakt was removed from tender for unclear reasons. And, as a result, NWCC was left as the sole tender participant.

Thereby, the decision to conclude a concession agreement with NWCC was made without a tender because the tender was cancelled (failed to take place). This decision was made knowing that a key aspect of the tender offer made by NWCC was maximum financing from the Russian budget (23.000 million rubles out of 23.669 million rubles).

7.4 THE PARTICIPANT WHICH MADE THE BEST OFFER WAS EXCLUDED FROM THE TENDER

Based on the content of the applications made by NWCC and Stolichny trakt, let us analyze their offers and the points they got for their respective offers. Points were calculated based on the method described in volume 3 of the Tender documentation. The calculation takes into account only 2 criteria: 1) weighted average usage charge; and 2) the volume of governmental financing needed. The offers were identical except for these two criteria.

	Terms of tender
	Weighted average tariff
	Volume of governmental financing
	Total

	Stolichny trakt
	4.5 rub/km
	19.8 billion rubles
	

	Minimum value
	1.9 rub/km
	0
	

	Maximum value
	5 rub/km
	23.669 billion rubles
	

	Importance of criterion
	25%
	25%
	

	Final score NWCC
	0.25
	0. 04
	0.29

	Final score Stolichny trakt
	0.09
	0.25
	0.34


According to tender conditions the winner of the tender is the participant who gets the highest total score. On the basis of the calculation Stolichny trakt made its offer on better terms than NWCC because Stolichny trakt asked for less governmental financing, therefore, it received a higher final score (0.34).

NWCC offered better terms for the weighted average tariff (fare)  than Stolichny trakt. However, according to the tender evaluation methodology, a weighted average tariff (fare) is not as important as the reduction in governmental financing. 

Thereby, if Stolichny trakt were not blocked from participating in the tender, the tender commission would have recognized Stolichny trakt as the winner of the tender based on its final score. 
7.5 EVALUATION OF THE PROJECT COSTS  

According to the passport (the major document of the project), the total project costs are 66.081 million rubles (€1.65 billion).

In this case, the costs of 66.081 million rubles (€1.65 billion) are for 43 km of road, or about 38 million euros per 1 km. 

For comparison here are publicly available data on costs of road construction in Europe in millions of euros per km. 
    

	State
	Czech 

Republic 
	Slovenia
	Slovakia
	Germany
	Austria
	Greece

	Average costs of the motorway in a hilly area
	13.29
	12.48
	10.68
	9.81
	10.1
	6.49

	Percentage (%) of the costs of the motorway Moscow-St. Petersburg
	35%
	33%
	28%
	26%
	27%
	17%


As can be seen, the costs of construction of the  Moscow-St. Petersburg motorway are three (3) times higher than the construction of modern motorways in Europe in more topographically challenging areas. 

As long as Russian Investment Fund is financing approximately one third of the project, it could be said that such funds would be sufficient to finance the motorway on the same route of European quality. A concession does not make economic sense with such levels of governmental financing, at least from the point of public benefits.

8. NWCC did not comply with tender requirements to attract debT financing into the project

8.1 Official scheme of the project financing 

The passport of the investment project was approved by governmental order (No. 1708-r of November 30, 2006). According to the passport, the objective of the investment project is “the creation of the head (main) area of the Moscow – St. Petersburg motorway (15th-58th km) in Moscow oblast. This head area is to provide a new motorway connection with the Sheremetyevo airport , including connection with the “Sheremetyevo-3” terminals under construction”. 
According to the passport of the project, the total project costs are 66.081 million rubles (€1.65 billion). The project has three (3) stages:

· Stage 1 – Preparation of the area for construction – 6.414 million rubles (€160 million);

· Stage 2 – Tender for the right to conclude the concession agreement – 72 million rubles (€18 million); 

· Stage 3 – Construction – 59.594 million rubles (€1.49 billion).

Stage 1 and Stage 2 are fully financed by the Russian Investment Fund, and Stage 3 is financed with 23 billion  rubles (€575 million - the amount which was proposed by NWCC). 

Consequently, according to the passport, the share of financing from the Russian Investment Fund is 29.486 billion rubles (€738 million) out of 66.081 billion rubles  (€1.65 billion), or 44%, including 23 billion rubles (€575 million)  for construction out of 59.594  billion rubles (€1.49 billion), or 39%.

It is important to note that 23 billion rubles (€ 575 million) of governmental financial support for the 43 km-long motorway (€12.4 million per km) would be sufficient to construct an analogous motorway in any of the 6 listed European states listed above. 
Monetary funds of 36.594 billion rubles (calculation: 59.594 billion rubles – 23 billion rubles) must be attracted by the concessionaire in the following proportion: 

· 7.710 billion rubles (€193 million) from the concessionaire’s own funds (21%)
·  28.284 billion rubles (€707 million) of borrowed funds (79%)

It is follows from the tender terms and from the passport of the investment project that a concessionaire must either attract the mentioned funds by itself, or state the fact that it cannot comply with obligations. 

8.2 NWCC’s financial difficulties were solved at the expense of the Russian Federation, resulting in A breach of THE tender terms
The construction project did not survive verification of European public banks
It was planned initially that the funds of European public banks would be attracted to the project: the European Bank for Reconstruction and Development (EBRD) and European Investment Bank (EIB). It is likely that Vinci’s reputation on the European market could help these Banks to agree on financing the project, especially thanks to camouflaging Vinci Concessions Russie as Vinci’s subsidiary.  

However, the Banks’ position started to change since Russian environmentalists and NGOs appealed to Banks following threats and violence towards activists and the illegal logging of Khimki forest. In order to comply with the Banks’ standards, NWCC had to conduct environmental impact assessment (EIA) which was completed by ERM Eurasia. It was concluded in the EIA that the proposed route would damage the environment at a rate higher than the proposed alternatives. The EIA recommended initiating consultations for the purpose of changing the route of the motorway. 

The EBRD and EIB’s standards require the organization of public hearings with the participation of the interested public from Khimki and Moscow. As a result of such public participation it would be inevitably clear that the public has a negative attitude to the project (according to surveys conducted by the leading Russian centre on public opinion study, more than 2/3 residents of Moscow and Khimki do not approve of the proposed routing). The result might have been the approval of one of the alternatives to motorway construction which damages the environment at the lowest possible rate. However these public hearings never happened, and for this, among other unspecified reasons, the banks' standards were not met.

As a result, NWCC had to announce its incapability of attract borrowed funds of 28.284 billion  rubles (€707 million) to finance the project. This was one of the terms of the tender. 
Credit Line 
However, on April 4, 2010, two governmental banks – Public Corporation “Sberbank of Russia” and “Vnesheconombank”, provided NWCC with a line of credit for 29.200 billion rubles (€730 million) for a term of 20 years. 

Here is the VINCI’s President's statement regarding the unexpected financial aid provided by Russia (based on materials of French newspaper Les Echos). 

“I was impressed how resolutely Prime Minister Vladimir Putin removed the barriers we faced,” YVES Tilbau de Silguy, the President of VINCI Group, said to French Les Echos in the spring of 2010. “Putin intervened in the oak forest problem in person and rapidly found substitutes for foreign investment,” Le Echos continues. “Instead of foreign entities, Sberbank and Vnesheconombank will lend money terms that are surprising for Russia: in April the Banks signed a loan agreement for 29.2 billion rubles for 20 years; the Banks also promised to buy more than 70% of NWCC 20-years bonds for 10 billion rubles.”

According to NWCC’s prospectus (paragraph 3.3.), guarantees to the banks will probably include assignments to VINCI Concessions Russie of 1) a pledge of the shares of NWCC’s authorized capital, 2) a pledge of NWCC’s movables; 3)  a right to place demands on the most major contracts of the project. 

According to NWCC’s prospectus (paragraph 3.2) NWCC has no market capitalization.  

Consequently, bank financing was attracted by the Russian Federation in breach of the tender terms. Such financing was done in the absence of any distinct guarantee from NWCC and its real owners. In our opinion, VINCI, Arkady Rotenberg, and N-Trans had sufficient funds to provide the banks with the necessary repayment guarantees. However, these problems were solved for them by the Russian Federation.

It is remarkable that the amount of the credit line – 29.200 billion rubles - is almost 1 billion rubles (€25 million) higher than the 28 284 billion rubles of capital required by the conditions of the bidding competition (according to the passport of the investment project). Apparently, in best Russian tradition, the credit was given with a generous amount to spare. 
At the present time, this credit line has not been yet made available because the mentioned banks decided to use the the Russian Pension Fund’s money even with the presence of governmental guarantees. It is possible that the true role of the credit line is to prevent NWCC from an official declaration that the company cannot comply with the tender obligations. 
Bond Issue
On July 27, 2011, the Government of the Russian Federation as represented by the Ministry of Finance issued bank guarantees No. 04-04-10/192 and No.4-04-10/193 worth a total amount of 10 000 billionrubles (€250 million - Order No. 128 dated March 5, 2012 issued by the Government of the Russian Federation). Bonds of NWCC were auctioned with the guarantee of the Government of the Russian Federation on the Moscow Interbank Currency Exchange worth 10 billion million  rubles for 20 years.

On February 29, 2012 Vnesheconombank issued an article by Alexander Popov, Director of the Department of the Trust Management of the Bank. The article states that NWCC’s bonds were purchased by Vnesheconombank with the money from the pension funds of the Russian citizens. This solution was termed “ideal”. 

The tender terms did not provide for attraction of the funds with guarantees from the Government of the Russian Federation. Problems related to the requirement of financial guarantees of funds for the project were solved at the expense of the Pension Fund of the Russian Federation and governmental guarantees instead of the final known owners of NWCC (VINCI and Arkady Rotenberg).

9. At the end of the tender the tender requirements were considerablyLOOSEned for the benefit of NWCC

According to paragraph 2.2 volume 3 of the tender documentation, the concession agreement shall not be concluded  until the tender participant has a bank guarantee on the performance of its duties for 2.750 billion rubles (€69 million). The duration of the concession agreement is 30 years. 

In NWCC’s financial statements (as of the end of 2011) the only guarantees that are reflected are guarantees from the Ministry of Finance for 10 000 billion rubles (€250 million) and a bank guarantee from Rosbank for 300 million rubles (€7.5 million).

According to paragraph 3.5.5 of the prospectus, the terms of the bank guarantee were substantially amended (made better) in comparison with the terms that were announced during the tender. It is not the concessionaire who gives guarantee to the bank in the construction stage but the general contractor; and during the operation stage it is NWCC but the amount of the guarantee is 100 million rubles (€2.5 million). 

Thus, the concession agreement was substantially amended with regard to the financial requirements to the benefit of NWCC in comparison with the terms that were originally announced to participants in the tender. Evidently, it is the consequence of exclusive negotiations between NWCC and the Ministry of Transport of the Russian Federation. We had already described these exclusive negotiations above. This financial requirements amendment for the benefit of NWCC is also in breach of the Article 36 of the Federal Law “On concession agreements.”

10. Financial scheme of the concession operation

10.1  81% of concession costs are charged to Arkady Rotenberg’s structures. VINCI’s role in the construction PROCESS is nominal 
Financial Flows Distribution between Partners
As stated above, costs for the stage 3 “Construction” are 59.594 billion rubles (€1.49 billion). According to the prospectus, these expenses are distributed as follows: 

- 48.380 billion rubles (€1.21 billion - 81%) – Contractor’s agreement dated October 21, 2010 between NWCC and Mostotrest Inc. Public Corporation “MOSTOTREST” (a general contractor) for planning and construction of the motorway Moscow – St. Petersburg (15-58 km). 

· 3.398 billion rubles (or €85.849  million euro -(6%) – Management agreement dated  January 15, 2011 between NWCC and VINCI Construction Grands Projets

- 4 260 billion rubles  (€107 million - 7%) Interest on the borrowed funds;

- 1 220 billion rubles (€31 million - 2%) Bank fees;
 
- 2 336 billion rubles (€58 million - 4%) Other expenses
Information about the MOSTOTREST Company
According to a report dated November 29, 2011, from the investment-financial Metropol company, Arkady Rotenberg and the managers of N-Trans control the offshore company Marc O’Polo Investments which, in its turn, owns 25.3 % of MOSTOTREST shares. Arkady Rotenberg’s share is 17%, and N-Trans managers’ – 8%. Consequently, the ratio between parts of the partners' shares is 2 to 1 (2:1). In addition, non-governmental pension fund “BLAGOSOSTOYANIE” owns 36.4 % of MOSTOTREST. 

The orders portfolio consists mainly of construction projects such as the Fourth Moscow beltway-ring, toll motorway Moscow-St. Petersburg, and infrastructure projects for the Winter Olympics Sochi 2014. It is emphasized in the report that Arkady Rotenberg’s lobbying capacities may attract new large-scale projects. 
Conclusions
Consequently, 81% of the project’s monetary funds will be transferred to the contractor which will realize the construction directly. The owners of the contractor are Arkady Rotenberg and N-Trans. Thereby, these businessmen are realizing a scheme of double profits – profits from the construction of the motorway plus profits from the operation of the motorway. 

In addition, planning and preparation of the motorway were conducted under the Rosavtodor agency’s control. The general contractor, MOSTOTREST, is the primary builder. Evidently, VINCI is an interim link between Rosavtodor and MOSTOTREST in this scheme. 

10.2 Attraction of funds at the expense of the Russian federation created exceptional opportunities for concessionaires to enrIch themselves  

The payback period of the investment project is 10 years (according to the prospectus paragraph 3.4). Consequently, the costs of the concessionaire of 36.594 billionrubles will pay for themselves within 10 years. And within the next 20 years the concessionaire will earn 73.188 billionrubles (€1.83 billion).

The concessionaire pays 1 ruble per year to Rosavtodor during the lifetime of the concession which is a a ridiculously small amount of money for rent. According to the VINCI report for 2011, this project is the only concession of VINCI Group where fares for using the motorway will be paid directly by motor car owners. This method of financing provides opportunities to profit from operation of road infrastructure, from construction, and to receive compensation at the expense of the budget of the Russian Federation in certain circumstances. 

10.3 THE Concessionaires obtained an additional opportunity to profit from THE OPERATION of infraStructure

According to volume 1 paragraph 2 of the tender documentation, the concessionaire is provided with additional sources of income in the form of construction and operation of additional infrastructure as the “profits from such property are considered the property of the concessionaire.” Therefore, the concessionaire has an opportunity to earn additional profit from infrastructure projects in addition to fees collected from motorists. In our opinion, the availability of additional “territories” for infrastructure objects is one of the most important arguments for the route of the motorway which cuts through a forest. As practice shows, the protected status of such a forest can be easily changed to unprotected when the Government of the Russian Federation is interested in the land. 

10.4 In case of widening the existing toll-free motorway “M-10 Russia” THE concessionaires have protection in the form of compensation by Russia 

The federal motorway M-10 Russia is the main competitor of NWCC (paragraph 5.5.2 of the prospectus).

It is also stated in paragraph 3.5.5 of the prospectus that the “profitability of the project depends on securing the access to the motorway by users and on the absence of competing motorways. The concessionaires are protected from this competition given that a special condition is satisfied. This special condition is the increase of carrying capacity by more than 10% of the federal motorway M-10 Russia (section MKAD 58-km).” 

Thereby, it follows that Russian Federation must compensate the concessionaire in case of an increase of carrying capacity by more than 10% of the existing motorway M-10 Russia.

In addition, NWCC has a right to require amendments to the concession agreement if the actual value of the internal rate of return will be less than predicted by more than 2%. Therefore, the Russian Federation has committed to ensure that NWCC will have sufficient traffic on its toll motorway and sufficient toll rates over 30 years. This is to the detriment of the public since it disincentivises future modernization of the existing toll-free motorway.

A decision to utilize a toll motorway or a partially tolled motorway may be made on condition that alternative toll-free public passage of transport facilities is ensured (Article 37 of the Federal Law “On motorways and motorway activity in the Russian Federation” No. 257-FZ dated November 8, 2007 as amended)

Considering that the toll-free motorway Leningradskoe shosse highway, i.e. the M-10, on the territory of Moscow region is overloaded by transport and is constantly jammed, alternative toll-free passage is absent. 
10.5 Concessionaires received protection from protests organized by ecologists

According to paragraph 3.5.5 of the prospectus, risks connected with public protests are limited by provisions “On Special Circumstances of the Concession Agreement.” 

Thereby, the Government of the Russian Federation has financial reasons for suppression of civil protests even when such protests are within the boundaries of the law. During the suppression of civil protests against the project police activities went far beyond the prescribed legal boundaries. This fact was recognized even by the Russian courts. 

10. Governmental commission did not EXAMINE alternatives to NWCC 

The meeting of the members of the Governmental commission on transport and communications took place on December 14, 2010. The presiding chairperson was S.V. Ivanov, First Deputy Prime Minister of Russia. It was decided at the meeting to continue the motorway construction using the original route. 

The records of the meeting (paragraph 1.2) state the following: 

“Change of the confirmed route of the motorway will lead to:

· Legal grounds to terminate the agreement by the concessionaire based on the fault of the grantor Rosavtodor. This may either completely stop the construction of the motorway, or will require continuation of construction with additional federal financing from the federal budget for 36 billion rubles

· Additional federal budget expenses of 5.5 billion rubles to compensate the concessionaire as the result of termination of the agreed upon documents of the concession agreement. 

Consequently, the main argument for continuing construction of the motorway using the original route was the threat that NWCC would leave the project with the compensation from the federal budget. The fact that 90% of costs for construction of the motorway are at the expenses of the federal budget and pension funds was ignored. 

Moreover, the governmental commission put forth a strange argument to support the construction using the original route, i.e. the threat of additional expenses from the federal budget of 36 billion rubles (€900 million) in case NWCC left the project. At the same time, the funds attracted by NWCC were far less, i.e. 7.710 billion rubles (€193 million). Surprisingly, the possibility of conducting a new tender to find a new contractor was not examined by the commission. 

12. VINCI did not implement  THE environmental protection measures it promised

12.1 NWCC’s experts officially recognized that the current route of the motorway severely damages the environment

At the beginning of 2010, NWCC posted on its web-site a report on the environmental and social assessment of the construction of the motorway Moscow-St. Petersburg, area 15 km-58 km.

The report compared the current route of the motorway to 3 (three) other alternatives. The report remarked, that the current route passes through the centre of the Khimki Forest. The report drew the following conclusions about the current route:

· Influence on deterioration of population health – highest; 

· Air pollution – above-standard; 

· The highest level of deforestation – 144 hectares (for comparison 20 hectares with an alternative route);

· Impact on biodiversity – highest;

· Damage to natural and cultural heritage – highest possible (oak grove, mesotrophic bog; St. George’s Spring);

· Damage to aesthetic characteristics of landscape – highest possible. 
Clearly, the huge deforestation area resulting from the original route (7 times higher than deforestation rate for any other alternative) damages the ecology of the forest and the ecology of the region at the highest possible rate. The environmental impact was evaluated based on 8 criteria. According to 5 out of 8 evaluated criteria the current route of the motorway damages the environment at the highest possible rate, and according to the 3 remaining criteria the route damages the environment at a high level. The current route also has the worst indicators in comparison with other alternatives. 

Thereby, NWCC’s report affirmed the ecological threat of the construction of the motorway along the current route. Presumably, this assessment also made a negative impression on the EBRD and EIB. 
12.2 Activities undertaken by PUR PROJET
 were nominal; their recommendations were not implemented
According to VINCI's operational report for 2011 the Pur Project environmental consultancy was involved in the project in order to conduct research and to support forest conservation. 

“For the Moscow-Saint Petersburg motorway, the concession holder, NWCC, joined forces with the Pur Projet joint initiative, to carry out a detailed study of the route through the Khimki forest and make recommendations about the measures that could be taken to allay stakeholders’ concerns about the overall environmental impact and compensate fully for any damage.

VINCI Concessions has asked Pur Projet, a non-profit organization specialising in community reforestation projects, to put together a programme to conserve the forest’s ecosystem. A process of continuous dialogue with all stakeholders (local residents, municipalities, environmental organisations, etc.) was initiated to involve them in setting up the programme, the first measures of which should be implemented in the spring of 2012.”
We have access to a report with the Pur Projet logo regarding the Khimki Forest. However, in our opinion, its content is surprising. Pur Projet's recommendations are as follows: 

· Construction in the Khimki Forest of a wooden office with conference rooms, hostel, garage 

· Creation of a scientific committee; 

· Creation of a special forum for interested groups.

At the same time, any activities undertaken by Pur Projet have been conducted (or are being conducted) in such a way that neither the Khimki Forest defenders nor NGOs (Ecooborona, Greenpeace Russia, WWF Russia) which have worked to stop the project could observe them. The recommendation to construct an office in the Khimki Forest where habitat destruction affects species included in the Red Book is by itself surprising.  

It appears that the Pur Projet was used by VINCI with the aim of protecting its public image and to give an appearance of concern about the environment. 
12.3 Vinci’s declared environmental coordination committee for the khimki forest has never been created
VINCI’s operational report for 2011 contains the following: 
“Ecosystem impact studies have also been carried out by Russian and international experts over the whole of this first section of the motorway, leading to proposals for protecting the environment in both construction and operation phases.

As a result of these efforts, the route has now been agreed and construction work has started, with the agreed measures being supervised by a specially established and broadly representative, Environmental Coordination Committee.”
NWCC’s General Manager, Pierre-Yves Estrade, in his interview with “Kommersant” from September 2011, made the opposite statement:
 
That is, you did not intervene in negotiations with Russian ecologists and activists?  
— I will tell this way: we carefully watched and were ready to start the dialogue in case of necessity. But at that moment, FSIGU “The roads of Russia” and then “Avtodor”, which worked in the field, were the only who could negotiate. At the request of the government, we were working on optimization of the project in order to reduce deforestation. Now, when we are managing the project, we are continuing the dialogue with all interested parties concerned – local residents, non-profit organizations, municipal and federal authorities. 
Consequently, VINCI’s official report declares a certain coordination committee which operates. Whereas, the representative of the company states that they were only watching the situation and in case of necessity would start negotiations. 

The Movement to Defend Khimki Forest, Greenpeace Russia, and WWF have no knowledge about the existence and work of any environmental coordination committee. Therefore, its creation had a symbolic character and its purpose was to conceal the absence of real measures that must be undertaken by VINCI to protect the forest.
13. Independent experts have noted corruption connected with and ecologically damaging character of the project

13.1 Bankwatch ANALYSIS named vinci a cover for oligarchs
VINCI is a cover for oligarchs and tax havens in Russia’s first road PPP.

The Government of the Russian Federation must assess whether its decisions 1) to recognize NWCC as the winner of the tender and 2) to continue the construction of the motorway using the initially selected route are the results of a fair and thorough evaluation or of favouritism and lobbying. 

Even though the EBRD is not participating in this project, it is worthwhile to consider the Bank’s experience. Sverbank and Vnesheconombank should re-examine risks of the project related to its financial scheme, which is very difficult to trace. 
13.2 Expert Study conducted by TRANSPARENCY INTERNATIONAl recognized corruption risks
Transparency International states the following risks related to the construction of the Moscow-St. Petersburg motorway:

· Broad interpretation of rights of governmental bodies during the decision-making without explicit criteria how these decisions shall be made

· Low level of transparency during decision-making; as well as differences in the documents submitted to different entities;

· Conflict of interests for several officials making the decision on the motorway construction (Minister of Transport – Igor Levitin)
13.3 Greenpeace called the chosen motorway route the worst among potential routes
 
In order to solve the transportation problem in Moscow, it was decided to construct the highway. There are 12 alternative routes to this motorway. The worst possible alternative was chosen – through the Khimki Forest. This woodland park is one of the biggest in Moscow suburbs. Khimki Forest is the habitat of species listed in the Red Book. 16 hectares had already been cut. However, the worst aspect of the construction for the forest is that the highway will separate the central part of the forest into small fragments. After such fragmentation the forest will likely lose much of its ecological diversity. 
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