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Welcoming speech
V.I. Yakunin,
President of JSCo «Russian

Dear shareholders, partners and colleagues,
The year 2008 was a year of notable and important

Certain improvements were appreciated by our passen-

events for JSCo «Russian Railways».

gers. The modern style reconstruction of Kursky railway

We successfully began the year by achieving record high

station in Moscow, whose reconstruction was completed

margins in the past 15 years. In the second half of the

in 2008, excellently demonstrates our work on the re-

year, we saw a sharp drop in demand for shipment serv-

construction of station complexes. Reconstruction of

ices due to the global financial crisis, bringing forth new

regional stations is also in progress. The «Concept of

challenges for the Company.

the effective use and development of railway stations

Although affected by the global recession, the Company

till 2015» was approved in 2008.

ensured stability and profitability of its operations and

We witnessed a breakthrough in the Russian high-speed

improved its key production and financial performance

passenger service. A new generation train, Sapsan,

indicators. For the first time in the Company's history,

reaching a speed of 250km/h was presented in St. Pe-

its year-end income from core activities exceeded one

tersburg.

trillion rubles.

The Company is actively engaged in international projects.

Unlike other companies which cut their employment

An increasing number of foreign partners engage us

costs in the current downturn, JSCo «Russian Railways»

as reliable builders of the railway infrastructure. The

discharged its liabilities under the collective bargaining

projects are in Libya, Iran, Algeria, and the Democratic

agreement in full in 2008. Moreover, the Company con-

People's Republic of Korea.

tinued to index salaries, demonstrating its strong com-

In 2008, JSCo «Russian Railways» was a winning bidder

mitment to social responsibility.

in a tender for concession management of the Armenian

In 2008, the Company continued to intensively restruc-

Railway. The Company signed a cooperation agreement

ture the railway industry. Over the past five years,

with the Ulan-Bator railway.

JSCo «Russian Railways» has established 57 subsidiar-

Moreover, JSCo «Russian Railways» effectively cooper-

ies, 10 of which were established in 2008.

ates with members of Strategic Partnership 1520 oper-

By listing its subsidiaries on the stock market, the Com-

ating under the unified 1520-gauge standard.

pany achieved a significant financial effect of current

It is our priority to take effective recovery measures,

reforms providing an additional source of investments.

including ongoing financial monitoring and continued

This was also used as a financial source to renovate our

cooperation with governments and regulatory agencies,

rolling stock – over 21,000 freight cars were purchased

and to maintain high growth rates.

in 2008 alone.

President of JSCo «Russian Railways»
V. I. Yakunin

Welcoming speech
by A.D. Zhukov,
Chairman of the Board of JSCo «Russian Railways»

Ladies and gentlemen,
In 2008, we summed up the results of the 10-year re-

tion of the Oune-Vysokogornaya section involving the

form in the railway industry. During this relatively short

construction of the new Kuznetsovsky Tunnel on the

period of time the railway transport industry with its

Komsomolsk-on-Amur–Sovetskaya Gavan section» by

innovative development strategy and socially focused

using the resources of the Investment Fund of the Rus-

economic approach has obviously become an integral

sian Federation.

part of the market economy.

The Company is actively involved in national projects. We

In 2008, JSCo «Russian Railways» celebrated its 5th an-

are engaged in the railway infrastructure construction

niversary. During this time we have dramatically changed

project launched in 2008 as part of the preparation for

our ways of managing a major company, and have en-

the 2014 Winter Olympic Games in Sochi. It should be

sured organizationally better transportation services

noted that despite the current economic downturn and

and added significant value to the Russian economy.

a sharp drop in freight volumes in the second half of the

Our actively followed investment policy promotes a mul-

year, JSCo «Russian Railways» accounted for 42.7% and

tiphased recovery of the Russian transport machine-

39.1% of the total national freight and passenger turno-

building industry and helps create railway equipment

ver, respectively, with its earnings from core activities

of a new generation.

exceeding one trillion rubles.

The demand generated by the railway industry has pro-

JSCo «Russian Railways» remains the country's largest

moted the development of a number of hi-tech manu-

employer and taxpayer. In 2008, payments to budgets

facturing and other (electro-technical, metallurgical,

of all levels amounted to RUB 184.5 billion.

chemical, and construction) sectors and accelerated

The creation of favorable social conditions for our em-

the growth of the railway machine-building industry. In

ployees remains the key priority of JSCo «Russian Rail-

the last eight years, the railway rolling stock production

ways». The Company fully bears its social responsibili-

volumes have grown significantly: production volumes of

ties to the employees.

freight cars increased more than tenfold, locomotives, –

I wish all the partners, clients and employees of

more than fivefold, and passenger cars of all types of

JSCo «Russian Railways» success in all their undertak-

traction, – more than twofold.

ings and business and hope they can fully use their po-

In 2008, we started implementing such major projects

tential and avail themselves of the new opportunities to

as «Introduction of high-speed commuter trains on the

increase effectiveness and lifestyle.

St. Petersburg–Buslovsk section» and «Reconstruc-

Chairman of the Board of
JSCo «Russian Railways»
A. D. Zhukov

Disclosures and forecasts

The Annual Report of JSCo «Russian Railways» for 2008

This report is an overview of the current situation of

discloses information to provide the shareholder, repre-

JSCo «Russian Railways» and the results of its opera-

sented by the Government of the Russian Federation, as

tions for the year ended 31 December 2008 and for the

well as government agencies, potential and actual inves-

2004–2008 period, as well as the major trends which

tors, shippers, passengers, miscellaneous stakeholders

may impact on its future performance. For the purpos-

and information users with comprehensive and relevant

es of this document the word «Company», the pronoun

data on the operations of JSCo «Russian Railways» in

«we» and its different forms refer to JSCo «Russian

2008 and the trends of the Company's development.

Railways».

The report complies with the following standards and

This report contains statements of the same nature as

legal acts:

forecasts. Such verbs as «consider», «assume», «expect»,

•

Federal Law on Joint-Stock Companies;

«intend», «plan» and their synonyms signify the current

•

Order No. 228 of Rosimushchestvo, dated 26 July

forecasts and the opinion of the Company's management

2005, On the Regulation of Operations of the Feder-

on the future results.

al Agency for Federal Property Management in the

Due to the special features of forecasts, they involve

Sphere of Corporate Governance (with recommen-

risks and uncertainties of a general and specific nature.

dations on forming the Russian Federation's stand

In this respect, there is always the risk that the prelimi-

with respect to the adoption of the annual report of

nary estimates, projections, plans and other forecasts

an open joint-stock company whose shares are held

will not be a reality. It should be borne in mind that un-

by the Russian Federation);

der the influence of several material circumstances, the

Regulation No. 17/ps of the Federal Securities Com-

actual results may significantly differ from the targets,

mission (FSC), dated 31 May 2002, On Adopting the

benchmarks, expected results, estimates and intentions

Regulations on Additional Requirements concerning

included in the forecasts.

•

the Procedures for Preparing, Convening and Holding a General Shareholders' Meeting;
•

Regulation No. 421/r of the FSC, dated 4 April 2002,
On the Recommendation to Apply the Code of Corporate Conduct.

General Information
on Open Joint Stock Company Russian Railways

I
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General Information

Size of charter capital, kRUB:

on Open Joint Stock Company

1,583,197,819

Russian Railways

Number of ordinary shares:
1,583,197,819

General legal information

Nominal value of ordinary shares, RUB:
1,000

The monetary amounts in this section are presented

State registration number of the issue of ordinary

in kRUB

shares and the state registration date:

Full name of the open joint stock company (in Russian):

1-01-65045-D dated 2 December 2003

открытое акционерное общество «Российские

There are no preference shares

железные дороги» (abbreviated ОАО «РЖД»)

The Company’s principal shareholders:

Name in English:

the Russian Federation

Joint Stock Company Russian Railways (JSCo «RZD»)

Amount of contribution by the Russian Federation,

State registration certificate:

kRUB:

series 77 No. 007105126 issued on 23 September

1,583,197,819

2003.

Interest of the Russian Federation in the charter

Constituency of the Russian Federation:

capital, %

city of Moscow

100

Registered office:

Interest of the Russian Federation concerning

Novaya Basmannaya 2, Moscow 107174

ordinary shares, %

Postal address:		

100

Novaya Basmannaya 2, Moscow 107174

Full name and address of the company’s auditor:

Types of activity:

Closed joint stock company BDO Unicon (statutory

•

freight operations;

financial statements)

•

long-distance passenger operations;

Address:

•

suburban passenger operations;

Varshavskoye Shosse 125, Bldg. 1, Sector 11, Moscow

•

provision of infrastructure services;

117545, Russian Federation

•

provision of locomotive traction services

Ernst & Young Limited Liability Company (IFRS financial

(for passenger and freight operations);

statements)

•

repair and maintenance of rolling stock;

Address:

•

construction of infrastructure facilities;

Sadovnicheskaya Nab. 77, Bldg. 1, Moscow 115035,

•

research and development;

Russian Federation

•

social infrastructure maintenance;

Licensing of the Company's activities:

•

other types of activity.

The Company holds all necessary licenses for rail transport

Information on inclusion in the list of strategic

core activities.

joint stock companies:

JSCo «Russian Railways» holds a total of 2054 licenses

pursuant to DecreeNo. 1009 of the President of the Rus-

for 54 activities subject to licensing.

sian Federation of 4 August 2004 «Concerning Approval

Licenses for freight transportation by rail and freight

of the List of Strategic Enterprises and Strategic Joint

handling were provided to JSCo «Russian Railways»

Stock Companies», JSCo «Russian Railways» has been

by the Russian Ministry of Railways on 30 September

included in the list of open joint stock companies whose

2003 for a period of 5 years (until 30 September 2008)

shares are owned by the Russian Federation, and the

and were not subject to reissue. On 28 August 2008 the

participation of the Russian Federation in the manage-

Russian Federal Service for Supervision of Transport

ment of which is in the state’s strategic interests, pro-

issued orders No. VCh-990 fs and No. VCh-991 fs on

motes its defense capability and security, and protects

providing JSCo «Russian Railways» with licenses for

its citizens’ morality, health, rights and legal interests.

freight transportation by rail and handling of hazardous

Full name and address of the register holder:

cargoes in railway transport for a period of 5 years (until

Open Joint Stock Company Russian Railways. The Com-

28 August 2013).

pany itself keeps the shareholders’ register; a decision
to transfer the functions of keeping the shareholders’
register to the registrar was not made.

General Information
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Changes in statutory activities in 2008

Krasnoyarsk Railway
East Siberian Railway

As of 1 January 2008, the size of the Company’s charter

Trans-Baikal Railway

capital was kRUB 1,541,697,819. By Resolution No.

Far Eastern Railway

1877-r of the Government of the Russian Federation of

Sakhalin Railway

16 December 2008 «Concerning Increasing the Charter
Capital of JSCo «Russian Railways»», it was decided

Functional branches:

in 2008 to raise the charter capital of JSCo «Russian

branches engaged in transportation (4)

Railways» by RUB 41.5 bln (forty-one billion five hundred

branches providing technical, economic and financial

million rubles) by placing additionally 41 500 000 (forty-

support (7)

one million five hundred thousand) ordinary registered

branches engaged in capital construction (2)

book-entry shares with a par value of RUB 1,000 each.

branches engaged in rolling stock repairs and mainte-

As of the end of the reporting period the Company's

nance (18)

Charter Capital amounts to kRUB 1,583,197,819.

branches operating track facilities (7)
branches engaged in IT development and
telecommunications (3)

List of related parties

branches engaged in the social sphere (1)
R&D branches (12)

The Company’s related parties are the following:
•
•
•
•

other branches (6)

members of the Board of Directors (see subsection
«Members of the Board of Directors»);

The Company’s representative offices are located in

the Company's President (see subsection «President

Pyongyang, Beijing, Warsaw, Prague, Helsinki, Berlin,

of JSCo «Russian Railways»»);

Budapest, Tallinn, Kiev, Teheran and Bratislava.

members of the Company’s Management Board (see

In the reporting year, in accordance with the decisions

subsection «Management Board»);

of the Board of Directors:

legal entities in which the Company controls over 20%

•

branches of JSCo «Russian Railways» were opened in

of the total number of votes attributable to voting

the Great Socialist People's Libyan Arab Jamahiriya

shares or constituting contributions to the charter

(Minutes of 1 August 2008); the People's Democratic
Republic of Algeria (Minutes of 1 August 2008);

or share capital, Company's interest (see subsection
«Reform of and Participation in Subsidiaries and

•

an Innovation Development Center was established –
branch of JSCo «Russian Railways» (Minutes No. 3

Affiliates»).

of 15 February 2008)
•

Structure of the holding company

a representative office was opened in the Slovak
Republic (Minutes of 1 August 2008).

•

a decision was passed to close the representative

The holding company is structurally composed of the

office of JSCo «Russian Railways» in the Republic of

parent company JSCo «Russian Railways» and its

Armenia due to the establishment of CJSCo «South

subsidiaries and affiliates.

Caucasus Railways» (Minutes No. 23 of 18 December
2008).

As of 31 December 2008, the Company was structurally
composed of branches engaged in certain types of

In the reporting year, branches of JSCo «Russian

activity:

Railways» whose assets served to establish subsidiaries
were liquidated:

Railway branches:

•

Kaliningrad Railway

•

branches operating track facilities – 9 (JSCo «Russian
Railways» Order No. 202 of 31 July 2006);

Moscow Railway
Gorky Railway

capital construction branches – 2 (Minutes No. 9 of
2 May 2007);

October Railway

•

b ranches engaged in rolling stock repairs and

Northern Railway

maintenance – 1 Gryazi-Orlovskiy Motor Locomotive

North Caucasus Railway

Repair Plant (JSCo «Russian Railways» Order No. 155

South-Eastern Railway

of 13 June 2006).

Privolzhsk Railway
Kuibyshev Railway

Based on JSCo «Russian Railways» Resolution No. 2179-r

Sverdlovsk Railway

of 22 December 2005 «Concerning the health care

South Urals Railway

development concept of JSCo «Russian Railways» for

West Siberian Railway

the period until 2010» and Order No. 51 of 24 April 2008,

12
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the Directorate for Health Care Facilities, Directorate

As of 31 December 2008, JSCo «Russian Railways» has

for Recreational Facilities and Directorate for Medical-

investments into the charter capital of 127 subsidiar-

technical and Pharmaceutical Issues were united (re-

ies and associates, of them 65 being subsidiaries (with

formed) to form the Health Care Directorate starting

an interest of over 50%) and the remaining 62 – associ-

from 1 July 2008.

ates (with an interest of 20% to 50%). The contributions

Pursuant to JSCo «Russian Railways» Order No. 120 of

to the charter capital of subsidiaries and associates

20 September 2007, logistics directorates spun off from

amount to 12.3 % of the charter capital of JSCo «Rus-

territorial railway branches started functioning within

sian Railways».

Roszheldorsnab from 1 January 2008.

By the end of 2008, investments into subsidiaries and

Pursuant to JSCo «Russian Railways» Order No. 150 of

associates increased due to contributions to the charter

28 November 2007, a vertically integrated business unit

capital of the following entities: JSCo Zheldorremmash

for developing communication facilities was established

(15,162,764), The Breakers Investments (9,310,000),

within the Central Communication Station from 1 January

Pervaya Nerudnaya Kompaniya (6,268,917), JSCo Vagon-

2008 as a result of spun offs from territorial railways,

remmash (4,073,726), JSCo BetElTrans (3,769,700), JSCo

and the Central Directorate for Track Repairs and Main-

Novosibirsk Track Switch Plant (1,950,197), JSCo Trans-

tenance – a branch of the Company – started operating

WoodService (1,944,938), JSCo Blak Sea Ferries Limited

from 1 July 2008 (extract concerning the establishment

(635,269), CJSCo South Caucasus Railways (550,639),

of the Directorate from the minutes of the extended fi-

JSCo Ishim Mechanical Plant (216,195).

nal meeting of JSCo «Russian Railways» Management
Board of 18–19 December 2007, p.4.6.4.).

Activity of the Management and Control Bodies
of JSCo «Russian Railways»

II

14

Annual Report JSCo «RZD»
2008

Activity of the Management and Control

The decisions of the annual general shareholders’ meeting

Bodies of JSCo «Russian Railways»

in 2008 were approved by Instruction No. 951-r of
the Government of the Russian Federation of 30 June

In accordance with the charter, the following management

2008.

bodies were established in JSCo «Russian Railways»:

Three extraordinary general shareholders' meetings were

•

General Shareholders' Meeting;

also held in 2008 concerning introducing amendments to

•

Board of Directors;

the Charter of JSCo «Russian Railways» and increasing

•

President;

the charter capital of JSCo «Russian Railways». Decisions

•

Management Board.

of these meetings were approved by Decrees of the

The Inspection Commission is the control body responsible

Russian Government No. 675 of 12 September 2008,

for monitoring the Company's financial and economic

No. 958 of 16 December 2008 and Decree of the Russian

activities.

Government No. 1877-r of 16 December 2008.

The Management Board headed by the President of JSCo
«Russian Railways» is the Company's executive body.

Board of Directors
General Shareholders’ Meeting

The Board of Directors of JSCo «Russian Railways» is
responsible for general management of the Company’s

The Company’s supreme governing body is the General

activities and acts on the basis of norms stipulated

Shareholders’ Meeting. The Company’s sole shareholder

by the laws of the Russian Federation; the Charter

is the Russian Federation. Since the Russian Federation

of JSCo «Russian Railways», approved by Decree No.

is the Company’s sole shareholder, and the Russian

585 of the Government of the Russian Federation of

Government exercises powers on behalf of the Russian

18 September 2003; and the Statute on the Board of

Federation, pursuant to Article 47 of the Federal Law

Directors of JSCo «Russian Railways», approved by

«Concerning Joint Stock Companies» decisions on the

Instruction No. 265-r of the Government of the Russian

composition of the Board of Directors of JSCo «Russian

Federation of 25 February 2004.

Railways» are adopted by the Russian Government alone
and drawn up in writing.

Members of the Board of Directors
The Board of Directors of JSCo «Russian Railways», elected in accordance with Decree No. 864-r of the Government of the
Russian Federation of 30 June 2007, was approved in the number of 12 members (positions at the time of election):

V. N. Ampilogov

Deputy Department Director of the Government of the Russian Federation

V. S. Belov

Department Director of the Ministry of Finance of the Russian Federation

A. V. Dementyev

Deputy Minister of Industry and Energy of the Russian Federation

A. D. Zhukov

Deputy Prime Minister of the Russian Federation

A. L. Kostin	President and Chairman of the Management Board of Open Joint Stock
Company VTB Bank
I. E. Levitin

Minister of Transport of the Russian Federation

A. S. Misharin

Deputy Minister of Transport of the Russian Federation

V. L. Nazarov

Head of the Federal Agency for State Property Management

A. V. Popova	Department Director of the Ministry for Economic Development and Trade
of the Russian Federation
G. M. Fadeyev

Aide to the Prime Minister of the Russian Federation

I. I. Shuvalov

Aide to the President of the Russian Federation

V. I. Yakunin

President of JSCo «Russian Railways»

Activity of the Management and Control Bodies
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of JSCo «Russian Railways»

The Board of Directors of JSCo «Russian Railways», elected in accordance with Instruction No. 951-r of the Government
of the Russian Federation of 30 June 2008, was approved in the number of 9 members (positions at the time of
election):

V. A. Gusakov

President of Closed Joint Stock Company CIG Group

A. D. Zhukov

Deputy Prime Minister of the Russian Federation

D. G. Komissarov	Chairman of the Board of Directors of Open Joint Stock Company Technological
Company
N. N. Kosov	First Deputy Chairman of the Management Board of State Corporation Bank
for Development and Foreign Economic Affairs (Vnesheconombank)
A. L. Kostin	President and Chairman of the Management Board of Open Joint Stock
Company VTB Bank
A. N. Ryazanov	Chairman of the Board of Directors of Closed Joint Stock Company Russian
Holding Company
A. V. Sharonov

Managing Director of Closed Joint Stock Company Troika Dialog

A. N. Shokhin	President of the Russian Association of Employers Russian Union of
Industrialists and Entrepreneurs
V. I. Yakunin

President of JSCo «Russian Railways»

A. D. Zhukov, Deputy Prime Minister of the Russian Federation, was elected Chairman of the Board of Directors of
JSCo «Russian Railways».
Members of the Board of Directors elected in accordance with Instruction No. 864-r of the Government of the
Russian Federation of 30 June 2007 received no remuneration for performing their duties as members of the Board
of Directors of JSCo «Russian Railways».

Data on participation in meetings of the Board of Directors of JSCo «Russian Railways»
From 1 January 2008 to 30 June 2008

№1

№2

№3

№4

№5

№6

№7

№8

№9

V. N. Ampilogov

+

+

+

+

+

+

+

+

+

V. S. Belov

+

+

+

+

+

+

+

+

+

A.V. Dementyev

+

+

+

+

+

+

+

+

+

A. D. Zhukov

+

+

+

+

+

+

+

+

+

A. L. Kostin

+

+

+

+

+

+

+

+

+

I. E. Levitin

+

+

+

+

+

+

+

+

+

A. S. Misharin

+

+

+

+

+

+

+

+

+

V. L. Nazarov

+

-

+

+

-

+

+

+

-

A. V. Popova

+

+

+

+

+

+

+

+

+

G. M. Fadeyev

+

+

+

+

+

+

+

+

+

I. I. Shuvalov

+

-

+

-

+

+

+

+

-

V. I. Yakunin

+

+

+

+

+

+

+

+

+
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From 1 July 2008 to 31 December 2008

№ 10

№ 11

№ 12

№ 13

№ 14

№ 15

№ 16

№ 17

№ 18

№ 19

№ 20

№ 21

№ 22

№ 23

A. V. Gusakov

+

-

+

+

+

+

+

+

+

+

+

+

+

+

A. D. Zhukov

+

+

+

+

+

+

+

+

+

+

+

+

+

+

D. G. Komissarov

+

+

+

+

+

+

+

+

+

+

+

+

+

+

N. N. Kosov

+

+

+

+

+

-

+

+

+

+

+

+

+

+

A. L. Kostin

+

+

+

+

+

+

+

+

+

+

+

+

-

+

A. N. Ryazanov

+

+

+

+

+

+

+

+

+

+

+

+

+

+

A. V. Sharonov

+

-

+

+

+

+

+

+

+

+

+

+

+

+

A. N. Shokhin

+

+

-

+

+

+

+

+

+

+

+

+

+

+

V. I. Yakunin

+

+

+

+

+

+

+

+

+

+

+

+

+

+

Meetings of the Board of Directors
of JSCo «Russian Railways»

No. 3 dated 15 February 2008
1. On principal tasks and measures on raising borrowings
by JSCo «Russian Railways» in 2008–2010 in the

In 2008, the Board of Directors of JSCo «Russian

framework of implementing the Company's financial

Railways» held 23 meetings at which 137 issues were

plan for 2008–2010.

considered: All decisions of the Board of Directors were

2. On the position of JSCo «Russian Railways» (its repre-

fulfilled, or their deadlines by decision of the Board were

sentatives) on the issue «Approval of JSCo RailTransAuto

carried over to the first half of 2009.

Budget for 2008» on the agenda of the meeting of the

In the period from 1 January 2008 to 30 June 2008, the

Board of Directors of JSCo RailTransAuto.

Board of Directors held 9 meetings at which 53 issues

3. On establishing a subsidiary of JSCo «Russian Railways»

were considered.

engaged in capital repairs of passenger cars (on the basis

In the period from 1 July 2008 to 31 December 2008,

of assets of Voronezh Car Repair Plant, Novorossiisk Car

the Board of Directors held 14 meetings at which 84

Repair Plant and Tambov Car Repair Plant).

issues were considered.

4. On establishing a subsidiary on the basis of assets of
Novosibirsk Track Switch Plant.
5. On establishing a subsidiary on the basis of assets

Issues considered at the meetings of the Board of
Directors of JSCo «Russian Railways» in 2008

of JSCo «Russian Railways» business units engaged in
producing reinforced-concrete sleepers.
6. On establishing a subsidiary on the basis of assets

No. 1 dated 21 January 2008

of JSCo «Russian Railways» business units engaged in

1. On approving transactions related to selling JSCo

treating wooden sleepers.

TransContainer shares.

7. On establishing a subsidiary on the basis of assets
of JSCo «Russian Railways» business units engaged in

No. 2 dated 4 February 2008

producing gravel.

1. On the terms and procedures for selling JSCo RZDstroy

8. On approving the agreement on the delivery of diesel

shares.

locomotives TEM18DM as an interested transaction.

2. On the terms and procedures for selling JSCo

9. On approving the list of subsidiaries and affiliates

Moskovskiy OZPM Remput'mash shares.

in relation to which the Board of Directors of JSCo

3. On the terms and procedures for selling JSCo VNIKTI

«Russian Railways» adopts decisions in accordance with

shares.

the Charter of JSCo «Russian Railways».

4. On the terms and procedures for selling JSCo ELTEZA

10. On establishing the Innovation Development Center –

shares.

branch of JSCo «Russian Railways».

5. On the liquidation of JSCo «Russian Railways» branches,

11. Miscellaneous

whose assets served to establish subsidiary joint stock

11.1. On the position of the members of the Board of

companies engaged in capital repairs, new track machinery

Directors of JSCo «Russian Railways» on certain legal

construction and the production of spare parts.

matters related to railway transportation.

Activity of the Management and Control Bodies
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No. 4 dated 6 March 2008

adopts decisions pursuant to paragraph 1, Article 71.23

1. On JSCo «Russian Railways» joining the Rail Commission

of the Charter of JSCo «Russian Railways».

nonprofit partnership.

9.2. On approving a lease agreement between JSCo

2. On the position of JSCo «Russian Railways» (its

«Russian Railways» and non-profit organization

representatives) on the agenda of the general shareholders'

Zhilsotsipoteka Foundation for the lease of a land plot

meeting and the meeting of the Board of Directors of

located at the address: Moscow, Proezd Cherepanovykh,

JSCo RZDstroy.

property 56A, as an interested transaction.

3. On amending key performance indictors for members of

9.3. On liquidating the non-state educational establishment

the Management Board of JSCo «Russian Railways».

Kindergarten No. 20 of JSCo «Russian Railways».

4. On paying a bonus to the President of JSCo «Russian

9.4. On liquidating JSCo «Russian Railways» branches,

Railways» and assessing his performance based on the

whose assets served to establish subsidiary joint-stock

results of Q4 2007.

companies engaged in capital repairs, new track machinery
construction and the production of spare parts.

No. 5 dated 15 April 2008

9.5. On appointing representatives of JSCo «Russian

1. On the performance of the Federal Passenger

Railways» to participate in the general meetings of

Directorate – a branch of JSCo «Russian Railways» –

shareholders of subsidiaries and affiliates.

in 2007.

10. On approving the President of JSCo «Russian

2. On the draft program of developing long-distance

Railways» taking a secondary position with CJSCo South

passenger operations until 2015, including a sub-program

Caucasus Railways.

on renewing passenger rolling stock.

11. On establishing Closed Joint Stock Company

3. On the position of JSCo «Russian Railways» (its

Russian Copper with the participation of JSCo «Russian

representatives) on the issue «Approval of JSCo Refservice

Railways».

Budget for 2008» on the agenda of the meeting of the
Board of Directors of JSCo Refservice.

No. 6 dated 28 April 2008

4. On the position of JSCo «Russian Railways» (its

1. On placing RUB-denominated bonds of JSCo

representatives) on the issue «Approval of JSCo

«Russian Railways» and approving relevant bond issue

TransContainer Budget for 2008» on the agenda

documents – decisions to issue securities and prospectus

of the meeting of the Board of Directors of JSCo

of securities.

TransContainer.
5. On the status of the power network and electrical

No. 7 dated 15 May 2008

power facilities of JSCo «Russian Railways» as an integral

1. On the Auditor's Report on the financial and economic

part of the technological complex of the public railway

performance of JSCo «Russian Railways» for 2007.

transport infrastructure.

2. On the report of the Inspection Commission on the

6. On the draft Decree of the Government of the Russian

financial and economic performance of JSCo «Russian

Federation «Concerning the Fundamental Principles

Railways» for 2007.

of Legislative Regulation of the Activity of Railway

3. On the Board of Directors pre-approving the annual

Rolling Stock Operators and their Interaction with

report of JSCo «Russian Railways» for 2007.

Carriers».

4. On approving the 2007 annual financial statements

7. On implementing the practice of concluding long-term

of JSCo «Russian Railways», including the statement

contracts (for a period of over 5 years) with producers

of income.

for deliveries of products of the transport machine

5. On recommendations for the annual general

manufacturing industry, including designing new products,

shareholders’ meeting of JSCo «Russian Railways» on the

manufacturing them and servicing them over the period

results of the company’s performance for 2007 concerning

of their useful life.

the maximum amount of dividends on shares and their

8. On the corporate style of JSCo «Russian Railways».

payment procedure and concerning the distribution of

9. Miscellaneous

net profit for the financial year.

9.1. On approving JSCo «Russian Railways»' Management

6. On the results of the tender for the selection of an

Board members taking secondary management positions

auditing firm to perform annual audit of the financial

with other entities, and on the position of JSCo «Russian

and economic performance of JSCo «Russian Railways»

Railways» (its representatives) on the agenda of the

and on determining the fee for the auditor's services.

general shareholders’ meetings and the meetings of the
boards of directors of the companies included in the

No. 8 dated 22 May 2008

list of subsidiaries and affiliates approved by the Board

1. On JSCo «Russian Railways» participatory interest

of Directors of JSCo «Russian Railways», in relation to

in the charter capital of St. Petersburg International

which the Board of Directors of JSCo «Russian Railways»

Commodity Exchange (CJSCo).
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2. On transferring property included in the charter

6.2. Pre-approval of a transaction (or several related

capital of JSCo «Russian Railways» and used by state

transactions) on the sale of JSCo RZDstroy shares owned

educational institutions subordinated to the Federal

by JSCo «Russian Railways», constituting 50% of the

Railway Agency for educational purposes to federal

charter capital minus 2 shares.

property with its subsequent handover into operational

6.3. Pre-approval of a transaction on the sale of JSCo

management of these institutions.

VNIKTI shares owned by JSCo «Russian Railways»,

3. On liquidating the Directorate for Health Care Facilities

constituting 50% of the charter capital minus 2 shares.

and the Directorate for Recreational Facilities – branches

6.4. Pre-approval of a transaction on the sale of JSCo

of JSCo «Russian Railways».

ELTEZA shares owned by JSCo «Russian Railways»,

4. On the position of JSCo «Russian Railways» (its

constituting 25% of the charter capital plus 1 share.

representatives) at the extraordinary general meeting

7. Issues relating to the activity of JSCo First Freight

of shareholders of JSCo First Freight Company on the

Company (JSCo FFC).

issue «Participation of JSCo First Freight Company in

7.1. On the position of JSCo «Russian Railways» (its

the non-profit organization Russian Association of the

representatives) on the issue «On the participation of

Railway Transport Industry Employers».

JSCo FFC in CJSCo Rusagrotrans» on the agenda of the

5. On paying a bonus to the President of JSCo «Russian

meeting of the Board of Directors of JSCo FFC.

Railways» and assessing his performance based on the

7.2. On the position of JSCo «Russian Railways» (its

results of Q1 2008.

representatives) on the issue «On the participation

6. On dismissing and appointing members of JSCo

of JSCo FFC in LLC FFC-Leasing» on the agenda of the

«Russian Railways» Management Board.

meeting of the Board of Directors of JSCo FFC.
8. On establishing a subsidiary of JSCo «Russian Railways»

No. 9 dated 4 June 2008

on the basis of assets of Ishim Mechanical Plant – a branch

1. On approving JSCo «Russian Railways»' Management

of JSCo «Russian Railways».

Board members taking secondary management positions

9. On establishing a joint freight car repair enterprise

with other entities.

on the basis of the Gryazi railway car repair depot of

2. On liquidating the non-state educational establishment

the South-Eastern Railways.

Kindergarten No. 148 of JSCo «Russian Railways».

10. On opening a JSCo «Russian Railways» branch in the

3. On paying an annual bonus to the members of the

Great Socialist People's Libyan Arab Jamahiriya.

Management Board of JSCo «Russian Railways» and making

11. On opening a JSCo «Russian Railways» branch in the

a general qualitative performance assessment of the

People's Democratic Republic of Algeria.

Management Board of JSCo «Russian Railways» for 2007.

12. On establishing a representative office of JSCo

4. On approving the assessment of the fulfillment of key

«Russian Railways» in the Slovak Republic.

performance indicators by the President of JSCo «Russian

13. On approving the work schedule of the Board of

Railways» for 2007.

Directors of JSCo «Russian Railways» for second half
of 2008.

No. 10 dated 1 August 2008
1. On electing the Chairperson of JSCo «Russian Railways»'

No. 11 dated 7 August 2008

Board of Directors meeting.

1. On the position of JSCo «Russian Railways» (its

2. On electing the Chairman of the Board of Directors

representatives) on the issue «Participation of JSCo

of JSCo «Russian Railways».

TransContainer in LLP Transeurasia» on the agenda

3. On the performance of the Railway Station Directorate –

of the meeting of the Board of Directors of JSCo

a branch of JSCo «Russian Railways» – in 2007 and on

TransContainer.

the activity of the branch in managing railway station

2. On the position of JSCo «Russian Railways» (its

complexes.

representatives) on the issue «Participation of JSCo

4. Report on the performance of suburban passenger

TransContainer in the Coordinating Transport Meeting

companies established with the participation of

of CIS countries» on the agenda of the meeting of the

JSCo «Russian Railways».

Board of Directors of JSCo TransContainer.

5. On the performance of JSCo High-Speed Lines in Q1

3. On establishing a Research and Development

2008.

Technological Bureau to develop standard inventory

6. On pre-approving transactions with restricted property

usage rates – a branch of JSCo «Russian Railways».

of JSCo «Russian Railways».

4. On approving the sales-purchase agreement for real

6.1. Pre-approval of a transaction (or several related

estate between JSCo «Russian Railways» and JSCo

transactions) on the sale of JSCo TransContainer shares

VNIIZhT as an interested transaction, in accordance

owned by JSCo «Russian Railways», constituting not

with Article 83 of the Federal Law «Concerning Joint

more than 20% of the charter capital.

Stock Companies».

Activity of the Management and Control Bodies
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No. 12 dated 25 August 2008

10. On determining the placement price for additional

1. On the position of JSCo «Russian Railways» (its

shares of JSCo «Russian Railways».

representatives) on the issue «Approval of the Report

11. On granting railway fare discounts on suburban trains

on the Execution of JSCo TransContainer Budget for

to students of educational institutions in September

2007» on the agenda of the meeting of the Board of

2008.

Directors of JSCo TransContainer.
2. On liquidating the non-state specialized (correctional)

No. 14 dated 10 September 2008

educational establishment for students with mental

1. On approving the investment program and financial

disabilities «Specialized (correctional) general educational

plan of JSCo «Russian Railways» for the year 2008 and

boarding school No. 32 of JSCo «Russian Railways»».

for the planning period 2009 and 2010.

3. On paying a bonus to the President of JSCo «Russian

2. On approving the transaction (complex of related

Railways» and assessing his performance based on the

transaction) on raising financing for the total amount of

results of Q2 2008.

up to USD 7,000,000,000 (seven billion US dollars) (or
the equivalent of this amount in another currency).

No. 13 dated 2 September 2008

3. On the size and personal composition of the Strategic

1. On developing an energy efficiency program for JSCo

Planning Committee of the Board of Directors of JSCo

«Russian Railways».

«Russian Railways».

2. On approving a transaction – guarantee agreement

4. On the size and personal composition of the Audit and

between JSCo Savings Bank of Russia and JSCo «Russian

Remuneration Committee of the Board of Directors of

Railways» in order to ensure that JSCo USK MOST fulfils

JSCo «Russian Railways».

its obligations under a non-revolving credit line agreement.

5. Pre-approval of a transaction on the sale of JSCo

3. On the position of JSCo «Russian Railways» (its

Refservice shares owned by JSCo «Russian Railways»,

representatives) on the issue «Approval of JSCo ZTK

constituting 25% of the charter capital plus 1 share.

Budget for 2008» on the agenda of the meeting of the

6. On dismissing and appointing members of JSCo

Board of Directors of JSCo ZTK.

«Russian Railways» Management Board.

4. On the position of JSCo «Russian Railways» (its
representatives) on the issue «Approval of CJSCo

No. 15 dated 29 September 2008

TransTeleCom Company Budget for 2008» on the agenda

1. On setting up the Central Directorate for Administrative

of the meeting of the Board of Directors of CJSCo

Buildings – a branch of JSCo «Russian Railways».

TransTeleCom Company.

2. On dismissing a member of JSCo «Russian Railways»

5. On the position of JSCo «Russian Railways» (its

Management Board.

representatives) on the issue «Approval of the Report
on the Execution of JSCo Refservice Budget for 2007»

No. 16 dated 27 October 2008

on the agenda of the meeting of the Board of Directors

1. On the progress of JSCo «Russian Railways» in 2008

of JSCo Refservice.

in implementing the third phase of the structural railway

6. On the position of JSCo «Russian Railways» (its

reform.

representatives) on the issue «Approval of JSCo First

2. On the draft investment program and financial plan

Freight Company Budget for 2008» on the agenda of the

of JSCo «Russian Railways» for the year 2009 and for

meeting of the Board of Directors of JSCo First Freight

the planning period 2010 and 2011.

Company.

3. On the draft concept of reforming the long-distance

7. On the position of JSCo «Russian Railways» (its

passenger operations complex.

representatives) on the issue «Approval of the Report

4. On determining the placement price for additional

on the Execution of JSCo RZDstroy Budget for 2007»

shares of JSCo «Russian Railways».

on the agenda of the meeting of the Board of Directors

5. On JSCo «Russian Railways» acquiring bonds upon

of JSCo RZDstroy.

the demand of their owners.

8. On the Position of JSCo «Russian Railways» (its

6. On providing a guarantee on behalf of JSCo USK MOST.

representatives) on the issue «Approval of JSCo RZDstroy

7. On approving the deed of gift between JSCo «Russian

Budget for 2008» on the agenda of the meeting of the

Railways» and the Russian Federation with regard to

Board of Directors of JSCo RZDstroy.

restricted property: dike dam 70-71 km/1953 km/1954

9. On establishing committees of the Board of Directors of

km PK 4+75; dike dam 70-71 km/1953 km/1954 km PK

JSCo «Russian Railways» (Strategic Planning Committee,

6+20; dike dam 70-71 km/1953 km/1954 km PK 8+20.

Audit Committee, Nominations and Remuneration

8. On the position of JSCo «Russian Railways» (its

Committee) and on approving independent members of

representatives) on the issue «Approval of JSCo VNIIZhT

the Board of Directors of JSCo «Russian Railways» to

Budget for 2008» on the agenda of the meeting of the

chair these committees.

Board of Directors of JSCo VNIIZhT.
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9. On the position of JSCo «Russian Railways» (its

Rostov Electric Locomotive Repair Plant, Novosibirsk

representatives) on the issue «Approval of the Report

Electric Locomotive Repair Plant, Chelyabinsk Electric

on the Execution of JSCo RailTransAuto Budget for 2007»

Locomotive Repair Plant, Ulan-Ude Electric Locomotive

on the agenda of the meeting of the Board of Directors

Repair Plant, Yaroslavl Electric Locomotive Repair Plant,

of JSCo RailTransAuto.

Astrakhan Diesel Locomotive Repair Plant, Voronezh

10. On amending key performance indicators used to

Diesel Locomotive Repair Plant, Orenburg Locomotive

evaluate the activity of the members of the Management

Repair Plant, Ussuriisk Locomotive Repair Plant and

Board of JSCo «Russian Railways» for 2008.

the Locomotive Technological Design Bureau, as well

11. On the position of JSCo «Russian Railways»

as on the terms and procedures for selling shares of

(its representatives) at the extraordinary general

this company.

meeting of shareholders of JSCo FFC on the issue

3. On the participation of JSCo «Russian Railways» in

«On the participation of JSCo FFC in the International

JSCo Zarubezhtechnologiya.

Association Trans-Siberian Transportation Coordinating

4. On the terms and procedures for selling JSCo Ishim

Council».

Mechanical Plant shares – a subsidiary of JSCo «Russian

12. On approving the transaction on obtaining

Railways».

credit resources from the State Corporation Bank

5. On approving the agreements between JSCo «Russian

for Development and Foreign Economic Affairs

Railways» and members of the Board of Directors of

(Vnesheconombank) to refinance liabilities under the

JSCo «Russian Railways».

syndicated loan agreement No. 852 dated 19 October

6. On changing the personal composition of the Audit

2005, as an interested transaction.

and Remuneration Committee of the Board of Directors
of JSCo «Russian Railways».

No. 17 dated 7 November 2008

7. On approving the Concept of reforming the complex

1. On amending the labor incentive scheme for members of

of health resorts and recreational facilities within JSCo

the Management Board of JSCo «Russian Railways».

«Russian Railways».
8. On using recommendations of the Ministry for Economic

No. 18 dated 12 November 2008

Development of the Russian Federation in regulating

1. On approving the agreement concerning the provision

purchasing procedures, including preferential treatment

of a counter guarantee by JSCo Savings Bank of Russia

of domestic goods suppliers.

on behalf of JSCo «Russian Railways» to Sahara Bank,
Tripoli, Libya, in favour of the Administration in charge

No. 21 dated 12 December 2008

of organizing and implementing railway projects of the

1. On liquidating Kaluga Remput'mash Plant – a branch of

Great Socialist People's Libyan Arab Jamahiriya.

JSCo «Russian Railways», whose assets served to establish
a subsidiary open joint stock company specializing in the

No. 19 dated 21 November 2008

production and capital repairs of track machinery and

1. On the liquidation of Gryazi-Orlovskiy Motor Locomotive

rail car retarders was established.

Repair Plant – a branch of JSCo «Russian Railways», on

2. On liquidating JSCo «Russian Railways» branches,

the basis of the assets of which an open joint stock

whose assets served to establish subsidiary open joint-

company TransContainer Container Transportation

stock companies in capital repairs of passenger railway

Center was established.

cars and the production of spare parts to them.

2. On paying a bonus to the President of JSCo «Russian

3. On the position of JSCo «Russian Railways» (its

Railways» and assessing his performance based on the

representatives) at the extraordinary general meeting

results of Q3 2008.

of shareholders of JSCo TransCreditBank on the issue

3. On establishing a representative office of JSCo «Russian

«On the participation of JSCo TransCreditBank in the

Railways» in Mongolia.

Association of Credit Institutions of the Republic of

4. On the position of JSCo «Russian Railways» (its

Bashkortostan».

representatives) on the issue «Election of the General
Director of JSCo ZTK» on the agenda of the meeting of

No. 22 dated 16 December 2008

the Board of Directors of JSCo ZTK.

1. On granting railway fare discounts to students of
higher and secondary educational institutions in 2009.

No. 20 dated 27 November 2008

2. On approving the investment program and financial

1. On electing the Chairperson of JSCo «Russian Railways»'

plan of JSCo «Russian Railways» for the year 2009 and

Board of Directors meeting.

for the planning periods of 2010 and 2011.

2. On establishing a subsidiary of JSCo «Russian Railways»

3. On approving documents for the incorporation of

in locomotive capital repairs on the basis of assets

a private limited liability company Black Sea Ferries

of Yekaterinburg Electric Locomotive Repair Plant,

Limited in the Republic of Malta.
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4. On the performance of JSCo High-Speed Lines in Q2

No. 23 dated 18 December 2008

2008.

1. On the position of JSCo «Russian Railways» (its

5. On issuing additional shares of JSCo «Russian

representatives) at the extraordinary general meeting

Railways».

of shareholders of JSCo Vagonremmash on the issue

6. On placing RUB-denominated bonds of JSCo «Russian

«Participation of JSCo Vagonremmash in the non-profit

Railways» and approving relevant bond issue documents –

organization Russian Association of the Railway Transport

prospectus and decisions to issue the bonds.

Industry Employers».

7. On approving the transaction on obtaining a loan

2. On the position of JSCo «Russian Railways» (its

from JSCo Savings Bank of Russia to refinance liabilities

representatives) on the issue «Approval of the Agenda

under loan agreements No. 1166, 1167 and 1168 of

of the General Shareholders' Meeting» on the agenda of

3 July 2008.

meetings of the Board of Directors of subsidiaries and

8. On approving the work schedule of the Board of

affiliates that are included in the list approved annually

Directors of JSCo «Russian Railways» for first half of

by the Board of Directors of JSCo «Russian Railways».

2009.

3. On liquidating the representative office of JSCo
«Russian Railways» in the Republic of Armenia.
4. On liquidating procurement centers for workers –
branches of JSCo «Russian Railways».

Committees of the Board of Directors of JSCo «Russian Railways»
Pursuant to the decision of the Board of Directors of JSCo «Russian Railways» adopted at its meeting No. 13 of
2 September 2008, two committees of the Board of Directors of JSCo «Russian Railways» were established – Strategic
Planning Committee and Audit and Remuneration Committee.
Composition of the Strategic Planning Committee of the Board of Directors of JSCo «Russian Railways»

A. V. Sharonov	Chairman of the Committee, member of the Board of Directors of JSCo
«Russian Railways»
F. B. Andreyev

Senior Vice President of JSCo «Russian Railways»

S. S. Voskresenskiy

Deputy Minister of Economic Development of the Russian Federation

D. V. Golopolosov

Head of Department, Federal Antimonopoly Service of Russia

V. M. Yevdokimenko

Deputy Head, Federal Tariff Service of Russia

D. G. Komissarov

member of the Board of Directors of JSCo «Russian Railways»

B. M. Lapidus

Senior Vice President of JSCo «Russian Railways»

A. N. Nedosekov

Deputy Minister of Transport of the Russian Federation

I. A. Nikolaev

Department Director of LLC FBK

A. N. Ryazanov

member of the Board of Directors of JSCo «Russian Railways»

A. A. Khmelnitskiy

General Director of CJSCo ERTA-Consult
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The areas of competence of the Strategic Planning
Committee of JSCo «Russian Railways» include working

Resumes of members of the Board
of Directors of JSCo «Russian Railways»

out recommendations and proposals for the Board of
Directors of JSCo «Russian Railways» on the following

Alexander Dmitriyevich Zhukov,

strategic issues: determining priority business activities

Chairman of the Board of Directors

for the Company; approving prospective plans and

Born in 1956. In 1978, A. Zhukov graduated from

principal business programs of the Company, including

the Moscow State Lomonosov University, majoring in

annual budgets and the Company's investment program;

Mathematical Economics.

establishing subsidiaries and affiliates, working out the

In 2000–2003, Deputy of the Russian State Duma (third

most efficient business procedures, disseminating best

convocation), Chairman of the Budget and Tax Committee,

practices and improving management processes; ensuring

member of the Commission on State Debt and Foreign

the Company's effective interaction with constituent

Assets, co-chairman of the Commission on Federal Budget

entities of the Russian Federation and local authorities,

Expenses for Defense and State Security.

etc.

In 2003–2004, Deputy of the Russian State Duma (fourth

In 2008, the Committee held 4 meetings, 1 of them

convocation), First Deputy Chairman of the State Duma.

jointly with the Audit and Remuneration Committee of

Since 2004, Deputy Prime Minister of the Russian

the Board of Directors of JSCo «Russian Railways», and

Federation, member and Chairman of the Board of

considered 10 issues.

Directors of JSCo «Russian Railways».

The areas of competence of the Audit and Remuneration
Committee of the Board of Directors of JSCo «Russian

Vladimir Anatolyevich Gusakov

Railways» include the following: reviewing the execution

Born on 21 November 1960. In 1984, V. Gusakov graduated

of the financial and business plan of the Company and

from the Peoples' Friendship University, majoring in

its subsidiaries and affiliates included in the special list,

Mathematics. In 1989, completed postgraduate studies

ensuring efficiency of internal controls, cooperating with

at the Peoples' Friendship University. PhD in Physics and

the Inspection Commission and the Company's auditor,

Mathematics, assistant professor. In 2003, graduated

working out recommendations to the Company's Board

from the Russian Economic Academy named after G.V.

of Directors on remuneration policies.

Plekhanov, majoring in Finances and Credit. In 2008,

In 2008, the Audit and Remuneration Committee held 4

graduated from the Russian Public Service Academy under

meetings, 1 of them jointly with the Strategic Planning

the auspices of the President of the Russian Federation,

Committee of the Board of Directors of JSCo «Russian

majoring in Law. In 1999 received Qualification Certificate

Railways», and considered 10 issues.

No. 011387 of the Federal Securities Commission of
Russia and in 2003 – Qualification Certificate No. 030521
of the Federal Securities Commission of Russia.
From 2001 – Deputy Chairman of the Federal State
Unitary Enterprise State Investment Corporation

Composition of the Audit and Remuneration Committee of the Board of Directors of JSCo «Russian Railways»:

D. G. Komissarov	Chairman of the Committee, member of the Board of Directors
of JSCo «Russian Railways»
V. A. Gusakov

member of the Board of Directors of JSCo «Russian Railways»

N. N. Kosov

member of the Board of Directors of JSCo «Russian Railways»

G. V. Kraft

Chief Accountant of JSCo «Russian Railways»

I. A. Kostenets

Head of the Administrative Department of JSCo «Russian Railways»

M. Y. Kurbatov	Department Director of the Ministry for Economic Development
of the Russian Federation
K. V. Lipa

Managing Director of CJSCo UniCredit Aton

D. V. Petrov	Head of the Property Management Department of JSCo «Russian
Railways»
V. M. Rutgayzer	President of the Self-regulating Organization Association of Russian
Master Appraisers
V. A. Tokarev

Deputy Minister for Regional Development of the Russian Federation

E. A. Trubnikova

Managing Partner of Audit and Consulting Group FinExpertiza

A. V. Tseluyev

Department Head, Federal Agency for State Property Management

Activity of the Management and Control Bodies
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of JSCo «Russian Railways»

From 2003 – Advisor to the Chairman of the Management

Since 2007, A.V. Sharonov has been working as Managing

Board of CJSCo CB Moscow Mortgage Agency

Director of the Troika Dialog Group of Companies: he

From 2003 – Deputy General Director of CJSCo Moscow

supervises the preparation and execution of investment

Interbank Currency Exchange

banking transactions, participation in the management of

From 2004 – Deputy Head of the Federal Financial

mutual investment funds and venture funds, participation

Markets Service

in the work of boards of directors of portfolio companies,

From 2007 – President of LLC CenterInvestSecurities

cooperation with Russian governement bodies in working

From 2008 – President of CJSCo CenterInvest Group

out stock market regulating mechanisms.

(from 27.10.2008 renamed into CJSCo CIG Group)
From 2008 – Member of the Supervisory Council of JSCo

Alexander Nikolayevich Ryazanov

Residential Mortgage Lending Agency

Born on 13 October 1953. In 1979, A. Ryazanov

Since 2008 – Member of the Board of Directors of JSCo

graduated from the Moscow Gubkin Institute of the

«Russian Railways»

Petrochemical and Gas Industries, majoring in Automatics
and Telemechanics.

Dmitry Georgievich Komissarov

From 2001 – Deputy Chairman of the Management Board

Born on 22 September 1970. In 1992, D. Komissarov

of open joint stock company Gazprom

graduated from the Moscow Finance Institute (Finance

From 2007 – Chairman of the Board of Directors of closed

Academy under the Government of the Russian

joint stock company Russian Holding Company.

Federation), majoring in International Foreign Exchange

Since 2008 – member of the Board of Directors of JSCo

and Credit Relations.

«Russian Railways».

June 2007 – present, Chairman of the Board of Directors,
JSCo Technological Company.

Nikolay Nikolaevich Kosov

From 2003 – Chairman of the Board of Directors, CJSCo

Born on 30 June 1955 in Moscow. In 1977, N. Kosov

Transmashholding

graduated from the Moscow State Institute of International

From 2002 – General Director, CJSCo

Relations, majoring in International Relations. In

Transmashholding.

2000, graduated from the Finance Academy under the

Since 2008 – Member of the Board of Directors of

Government of the Russian Federation, majoring in

JSCo «Russian Railways», Chairman of the Audit and

Global Economy.

Remuneration Committee of the BoD of JSCo «Russian

In 1998–2007 – First Deputy Chairman, Vnesheconombank

Railways».

of the USSR.

Since 2008 – member of the Board of Directors of JSCo

From June 2007 – member of the Management Board

Foreign Economic Association Technopromexport.

of State Corporation Bank for Development and Foreign

Since 2007 – Bureau Member of the Machine-Builders'

Economic Affairs (Vnesheconombank) – First Deputy

Union of the Russian Federation.

Chairman of Vnesheconombank.

Chairman of the Commission for Technological

For his great contribution to the development of the

Development, Protection of the Domestic Market and

Russian financial and banking system and many years

Cooperation under the Bureau of the Central Council of

of dedicated work Mr. Kosov was awarded the Order

the Russian Machine-Builders' Union.

of Honor, the medals of the Order «For Services to

Since 2006 Member of the Management Board of the

the Fatherland», First and Second Degree; was also

Russian Union of Industrialists and Entrepreneurs,

thanked officially several times by the Russian President,

Chairman of the Commission for Developing Machine-

he was also awarded the Decoration of Honor «The

Building.

Leader of the Russian Economy», the Association of
Russian Banks Honorable Badge «For Services to the

Andrei Vladimirovich Sharonov

Banking Community» and the «Excellent Employee of

Born in 1964, higher education, PhD in Social

Vnesheconombank» Badge, his name is recorded in

Sciences.

Vnesheconombank’s Book of Honor.

In 1986, A. Sharonov graduated from the Ufa Aviation

From 2007 – Chairman of the Board of Directors of

Institute, in 1996 – from the Russian Public Service

CJSCo Roseximbank.

Academy under the auspices of the President of the

From 2006 – Member of the Board of Directors of JSCo

Russian Federation.

National Trade Bank.

From 2003 was First Deputy Minister of Economic

Since 2008 – Member of the Board of Directors of JSCo

Development and Trade of the Russian Federation.

«Russian Railways».

In 2005 was appointed State Secretary – Deputy Minister
of Economic Development and Trade of the Russian
Federation.
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Andrey Leonidovich Kostin

President of JSCo «Russian Railways»

Born in 1956. In 1979, A. Kostin graduated with honors
from the Moscow State Lomonosov University, majoring

Vladimir Ivanovich Yakunin

in International Economics. PhD in Economics.

Born on 30 June 1948 in Melenki, Vladimir Region.

On 10 June 2002, appointed to the position of President-

In 1972, V. Yakunin graduated from the Leningrad

Chairman of the Management Board of VTB Bank.

Institute of Mechanics.

On 4 April 2007, the supervisory board of VTB Bank decided

He started his professional career as a junior researcher

to extend the powers of A.L. Kostin as the President-

at the State Institute of Applied Chemistry. After

Chairman of the Management Board of JSCo VTB Bank

completing military service in the Soviet Army, worked

until 2012. Member of the Board of Directors of JSCo Oil

as an engineer, then senior engineer of a Department

Company Rosneft, member of the Board of Directors of

of the State Committee on Foreign Economic Relations

JSCo «Russian Railways», the Board of Directors of JSCo

of the USSR Council of Ministers, headed a Department

Sovkomflot and the Board of Directors of JSCo United

at the Ioffe Physical Technical Institute of the USSR

Aircraft Construction Corporation, and President of the

Academy of Sciences.

Russian Sports Gymnastics Federation.

From 1985 – diplomatic work (Second, then First
Secretary of the Permanent Mission of the USSR at

Alexander Nikolayevich Shokhin

the United Nations).

Born on 25 December 1951 in the Arkhangelsk

After that – Chairman of the Board of Directors of closed

Region.

joint stock company International Business Cooperation

In 1974, A. Shokhin graduated from the Moscow State

Center, Head of the North-West Regional Inspectorate of

Lomonosov University, Department of Economics.

the Control Department of the President of the Russian

From 2002 – Chairman of the Supervisory Council of

Federation.

Renaissance Capital Investment Group.

From 2000 – Deputy Minister of Transport of the Russian

From 2005 – President of the Russian Union of

Federation.

Industrialists and Entrepreneurs.

From 2002 – First Deputy Minister of Railways.

In 2005–2008 – chaired the Russian Public Chamber's

From 2003 – First Vice President of JSCo «Russian

Commission on Competitiveness, Economic Development

Railways».

and Entrepreneurship.

By Instruction No. 786-r of the Government of the Russian

At present:

Federation of 14 June 2005, appointed President of JSCo

Chairman of the Russian Union of Industrialists and

«Russian Railways».

Entrepreneurs.

V. Yakunin is Chairman of the Board of Trustees of the

Member of a number of advisory bodies under the

Center of Russian National Glory and the St. Andrew

auspices of the President of the Russian Federation and

Foundation.

the Government of the Russian Federation:

Since 2006 – research supervisor and Chairman of the

Council on Competitiveness and Entrepreneurship under

Board of Trustees of the Center for Problem Analysis

the Chairman of the Russian Government, governmental

and State Administration of the Social Science Division

Commission on Administrative Reform, Presidential

of the Russian Academy of Sciences.

Commission for the Federal Reserve of Top Managers.

In October 2007, V. Yakunin was decorated as an

Member of the Board of Directors of several companies,

Honored Rail Worker of JSCo «Russian Railways» for

including JSCo Lukoil, JSCo TMK, JSCo TNK-BP.

his enormous contribution to reforming the railway

President of the State University – Higher School of

transport, working out a strategy for developing Russian

Economics.

railroads, implementing a constructive social policy,

Doctor of Economics, professor.

for effective cooperation with government bodies and
constituent entities of the Russian Federation, as well as
with foreign railway administrations and international
organizations.
By Instruction No. 843-r of the Government of the Russian
Federation of 12 June 2008 he was appointed President
of JSCo «Russian Railways».

Activity of the Management and Control Bodies
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of JSCo «Russian Railways»

Management Board
Chairman of the Management Board of JSCo «Russian Railways»:

V. I. Yakunin

President of JSCo «Russian Railways»

Members of the Management Board of JSCo «Russian Railways» as of 31 December 2008:

V. N. Morozov 		 First Vice President

V. I. Bynkov 	State Secretary, Head of the
Legal Department

F. B. Andreyev 		 Senior Vice President
V. A. Gapanovich 		 Senior Vice President

O. E. Gnedkova

Head of Corporate Finance

B. M. Lapidus 		 Senior Vice President

A. G. Ivashkin

Head of Administration

G. V. Kraft 		 Chief Accountant

S. V. Mikhailov 	Head of Corporate
Communications

M. P. Akulov		 Vice President
O. Y. Atkov 		 Vice President

V. I. Starostenko

A. S. Bobreshov 		 Vice President

A. V. Tselko	Head of the West Siberian

Head of the Moscow Railway
Railway

V. B. Vorobyov 		 Vice President
A. V. Vorotilkin 		 Vice President
G. V. Kornilov 		 Vice President

There are 221 advisory bodies in the management

V. G. Lemeshko 		 Vice President

structure of JSCo «Russian Railways» covering all

V. I. Reshetnikov 		 Vice President

management aspects and all business activities of the

A. G. Tishanin 		 Vice President

Company, of them 37 councils, 87 commissions and

O. V. Toni 		 Vice President

committees and 82 working groups.

Resumes of members of the Management Board of JSCo «Russian Railways»

Vladimir Ivanovich Yakunin

Fyodor Borisovich Andreyev

President of JSCo «Russian Railways»

Senior Vice President

Born in 1948. In 1972, V. Yakunin

of JSCo «Russian Railways»

graduated from the Leningrad

Born in 1966. In 1989, F. Andreyev

Institute of Mechanics, Doctor of

graduated from the Leningrad State

Political Sciences. From 2000 –

University, majoring in Political

Deputy Minister of Transport of the Russian Federation,

Economy. From 1999 – Chairman of the Board of JSCo

from 2002 – First Deputy Minister of Railways of the

Commercial Bank BaltoneximBank, St. Petersburg, from

Russian Federation, from October 2003 – First Vice

2002 – First Vice President of ALROSA Company Limited,

President of JSCo «Russian Railways», since June 2005 –

Moscow, from 2003 – Vice President of JSCo «Russian

President of JSCo «Russian Railways». V. Yakunin is

Railways», since 2005 – Senior Vice President of JSCo

Chairman of the Board of Trustees of the Center of Russian

«Russian Railways».

National Glory and the St. Andrew Foundation.
Valentin Alexandrovich
Vadim Nikolayevich Morozov

Gapanovich

First Vice President

Senior Vice President

of JSCo «Russian Railways»

of JSCo «Russian Railways»

Born in 1954. In 1977, V. Morozov

Born in 1955. In 1992, V. Gapanovich

graduated from the Leningrad

graduated from the Novosibirsk

Institute of Railway Engineers,

Institute of Railway Engineers, majoring in Rail Transport

majoring in Railway Operations, PhD in Technical Sciences.

Process Management. He has been working in the railway

He has been working in the railway sector since 1971.

sector since 1974. From 1998 – Deputy Head of the West

From 2002 – First Deputy Minister of Railways of the

Siberian Railway, from 2000 – Chief Engineer of October

Russian Federation, from November 2003 – Minister of

Railways, from 2003 – Vice President of JSCo «Russian

Railways of the Russian Federation, since 2005 – First

Railways», since 2008 – Senior Vice President of JSCo

Vice President of JSCo «Russian Railways».

«Russian Railways».
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Boris Moiseyevich Lapidus

Alexander Sergeyevich

Senior Vice President

Bobreshov

of JSCo «Russian Railways»

Vice President of JSCo «Russian Railways»

Born in 1947. In 1973 and 1984,

Born in 1965. In 1988, A. Bobreshov

B. Lapidus graduated from the All-

graduated from Leningrad Shipbuild-

Union Distance Learning Institute of

ing Institute, majoring in Instrument

Railway Engineers, majoring in Railway Electrification

Engineering. From 2004 – Head of the Security Depart-

and Economics and Organization of Railway Transport.

ment of JSCo «Russian Railways», since 2005 – Vice

Professor, Doctor of Economics. He has been working in

President of JSCo «Russian Railways».

the railway sector since 1967. From 1997 – Head of the
Economic and Development Department of the Russian

Vladimir Borisovich Vorobyov

Ministry of Railways, from 2003 – Vice President of JSCo

Vice President of JSCo «Russian Railways»

«Russian Railways», since 2005 – Senior Vice President

Born in 1949. In 1978, V. Vorobyov

of JSCo «Russian Railways».

graduated from the Moscow Institute of Railway Engineers, majoring

Galina Vasilyevna Kraft

in Rail Track Engineering and Con-

Chief Accountant

struction. He has been working in the railway sector

of JSCo «Russian Railways»

since 1969. From 2002 – Head of the North Caucasus

Born in 1950. In 1973 and 1983,

Railway, since 2006 Vice President of JSCo «Russian

G. Kraft graduated from the Lenin-

Railways».

grad Institute of Railway Engineers,
majoring in Railway Automation, Remote Control and

Alexey Valerievich Vorotilkin

Telecommunications and Economics and Organization of

Vice President of JSCo «Russian Railways»

Rail Transport, Doctor of Economics. She has been work-

Born in 1961. In 1988, A. Vorotilkin

ing in the railway sector since 1973. From 2003 – Vice

graduated from the Irkutsk Insti-

President of JSCo «Russian Railways» – Head of the In-

tute of Railway Engineers, major-

vestment Department of JSCo «Russian Railways», from

ing in Railway Electrification, PhD

2005 – Vice President of JSCo «Russian Railways», since

in Technical Sciences. He has been working in the rail-

2005 – Chief Accountant of JSCo «Russian Railways».

way sector since 1978. From 2005 – Head of the East
Siberian Railway, since 2008 – Vice President of JSCo

Mikhail Pavlovich Akulov

«Russian Railways».

Vice President of JSCo «Russian Railways»

Born in 1960. In 1982, M. Akulov

Georgiy Viktorovich Kornilov

graduated from the Moscow Institute

Vice President of JSCo «Russian Railways»

of Railway Engineers, majoring in

Born in 1953. In 1976, G. Kornilov

Railway Electrification. He has been

graduated from the Odessa Insti-

working in the railway sector since 1982. From 2000 – Head

tute of Marine Engineers, majoring

of the South-Eastern Railway, from 2002 – Deputy Minister

in Shipboard Machines and Mecha-

of Railways of the Russian Federation, from 2003 – First

nisms, in 1981 attended Advanced KGB Courses. From

Deputy Minister of Railways of the Russian Federation,

1981 – held operative and managing positions at the

from 2004 – Head of the Federal Railway Agency of the

KGB of the USSR and at the Federal Counterintelligence

Ministry of Transport of the Russian Federation, since

Service and the Federal Security Service of Russia, since

2005 – Vice President of JSCo «Russian Railways».

2004 – Vice President of JSCo «Russian Railways».

Oleg Yurievich Atkov

Vyacheslav Grigoryevich

Vice President of JSCo «Russian Railways»

Lemeshko

Born in 1949. In 1973, O. Atkov

Vice President of JSCo «Russian Railways»

graduated from the Moscow Seche-

Born in 1946. In 1970, V. Lemeshko

nov Medical Institute, majoring in

graduated from the Moscow Insti-

Medical Care, Doctor of Medicine,

tute of Railway Engineers, major-

professor, Hero of the Soviet Union. From 2002 – Head

ing in Railway Operations. He has been working in the

of the Health Care Department of the Ministry of Rail-

railway sector since 1970. From 2003 – Head of the

ways of the Russian Federation, from 2003 – Head of the

Kuibyshev Railway. Since 2007 – Vice President of

Health Care Department of JSCo «Russian Railways», since

JSCo «Russian Railways».

2005 – Vice President of JSCo «Russian Railways».

Activity of the Management and Control Bodies
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of JSCo «Russian Railways»

Valery Ilyich Reshetnikov

Olga Eduardovna Gnedkova

Vice President of JSCo «Russian Railways»

Head of the Corporate Finance

Born in 1952. In 1975, V. Reshet-

Department of JSCo «Russian Railways»

nikov graduated from the Leningrad

Born in 1960. In 1981, O. Gnedkova

Electro-Technical Institute, majoring

graduated from the Novosibirsk In-

in Automated Control Systems. From

stitute of Railway Engineers, major-

2003 – Head of the Security Department of JSCo «Rus-

ing in Accounting, PhD in Economics. She has been work-

sian Railways», from 2005 – Advisor to the President of

ing in the railway sector since 1981. From 2002 – Head

JSCo «Russian Railways», since 2007 – Vice President

of the Finance Department of Moscow Railways, from

of JSCo «Russian Railways».

2003 – Deputy Head of Moscow Railways on Economics
and Finance, from 2004 – Head of the Finance Manage-

Alexander Georgiyevich Tishanin

ment Department, since 2005 – Head of the Corporate

Vice President of JSCo «Russian Railways»

Finance Department of JSCo «Russian Railways».

Born in 1966. In 1993, A. Tishanin
graduated from the Urals Electro-

Alexei Georgiyevich Ivashkin

mechanical Institute of Railway En-

Head of Administration

gineers majoring in Rail Transport

of JSCo «Russian Railways»

Process Management and in 1999 – from the Urals State

Born in 1956. In 1978, A. Ivashkin

University of Railway Engineering, majoring in Enter-

graduated from the Tashkent Poly-

prise Economics and Management (Railway Transport).

technic Institute, PhD in Psychology.

He has been working in the railway sector since 1984.

From 1995 – Deputy Head of Administration of the Chi-

From 2004 – Head of the East Siberian Railway, from

lanzar district of Tashkent, from 2001 – Deputy Mayor,

2005 – Governor of the Irkutsk Region, since 2008 –

then First Deputy Mayor of Sochi, since 2005 – Head of

Vice President of JSCo «Russian Railways».

Administration of JSCo «Russian Railways».

Oleg Vilyamsovich Toni

Sergey Vladimirovich Mikhailov

Vice President of JSCo «Russian Railways»

Head of the Corporate Communications

Born in 1964. In 1986, O. Toni grad-

Department of JSCo «Russian Railways»

uated from the Voronezh Civil En-

Born in 1971. In 1993, S. Mikhailov

gineering Institute, majoring in In-

graduated from the Moscow State

dustrial and Civil Construction, and

Institute of International Relations,

in 2003 – from the North-Western Academy of Public

majoring in International Journalism, member of the

Service, majoring in Public Administration and Municipal

Russian Union of Journalists. From 2004 – Advisor to

Management, PhD in Economics. From 2004 – Head of

the President of JSCo «Russian Railways», from 2005 –

the Capital Construction Department of JSCo «Russian

Head of the Public Relations Department, since 2006 –

Railways», since 2006 – Vice President of JSCo «Rus-

Head of the Corporate Communications Department of

sian Railways».

JSCo «Russian Railways».
Vadim Ivanovich Bynkov

Vladimir Ivanovich Starostenko

State Secretary – Head of the Legal

Head of the Moscow Railway –

Department of JSCo «Russian Railways»

branch of JSCo «Russian Railways»

Born in 1962. In 1985, V. Bynkov

Born in 1948. In 1975, V. Star-

graduated from the Kalinin State

ostenko graduated from the Novosi-

University, majoring in Jurispru-

birsk Institute of Railway Engineers,

dence. From 2005 – Head of the Legal Department of

majoring in Railway Operations. He has been working

JSCo «Russian Railways», since 2007 – State Secre-

in the railway sector since 1966. From 1999 – Head of

tary, Head of the Legal Department of JSCo «Russian

the West-Siberian Railway, since 2002 – Head of the

Railways».

Moscow Railway.
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Alexander Vitalyevich Tselko

Inspection Commission

Head of the West-Siberian Railway –
branch of JSCo «Russian Railways»

The Inspection Commission of JSCo «Russian Railways» is

Born in 1956. In 1978, A. Tselko

responsible for controlling the Company's operating and

graduated from the Novosibirsk In-

financial activities and acts on the basis of norms stipu-

stitute of Railway Engineers, major-

lated by the laws of the Russian Federation; the Charter

ing in Railway Operations. He has been working in the

of JSCo «Russian Railways», approved by Decree No. 585

railway sector since 1978. From 2000 – First Deputy

of the Government of the Russian Federation of 18 Sep-

Minister of Railways of the Russian Federation, since

tember 2003 (as amended and complemented); and the

2002 – Head of the West-Siberian Railway.

Statute on the Inspection Commission of JSCo «Russian Railways», approved by Instruction No. 265-r
of the Government of the Russian Federation of 25 February 2004.
In 2008, the Inspection Commission of JSCo «Russian
Railways» prepared a report (of 25 April 2008) on
the results of reviewing the operating and financial
performance of JSCo «Russian Railways» for 2007.

The Inspection Commission of JSCo «Russian Railways», elected in accordance with Instruction No. 864-r of the
Government of the Russian Federation of 30 June 2007, was approved in the number of 9 members (positions at the
time of election):

M. R. Vinter

Head of Department of Roszheldor

A. V. Kazutin

Head of Departmental section of the Ministry of Transport of Russia

E. F. Mikhailov	Deputy Department Director of the Ministry for Economic Development
and Trade of the Russian Federation
S. V. Nesvetaylova	Head of Departmental section of the Ministry for Economic Development
and Trade of the Russian Federation
G. S. Nikitin	Head of Department of the Federal Agency for State Property
Management
V. V. Oseledko	Head of Departmental section of the Ministry of Industry and Energy
of the Russian Federation
E. N. Polyakov	Head of Department of the Federal Agency for State Property
Management
S. L. Tugarinov	Deputy Department Director of the Ministry of Transport of the Russian
Federation
O. V. Fedyushkina

Advisor at the Federal Agency for State Property Management

Under Instruction No. 951-r of the Government of the Russian Federation of 30 June 2008, the following composition
of the Inspection Commission of JSCo «Russian Railways» consisting of 7 members (their positions are given at the
time of their election) was determined:

I. A. Zelentsova	Deputy Department Head of the Federal Agency for State Property
Management
A. V. Kazutin	Deputy Department Director of the Ministry of Transport of the Russian
Federation
M. Y. Kurbatov	Department Director of the Ministry for Economic Development and
Trade of the Russian Federation
G. S. Nikitin

Deputy Head of the Federal Agency for State Property Management

V. V. Oseledko	Deputy Department Director of the Ministry of Industry and Trade
of the Russian Federation
E. N. Polyakov	Head of Department of the Federal Agency for State Property
Management
O. V. Fedyushkina

Advisor at the Federal Agency for State Property Management

The Company's strategy
and mission
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The Company's strategy and mission

Implementing measures within the third phase of
the structural reform, establishing the Federal Passen-

JSCo «Russian Railways», a major national transporta-

ger Company and other subsidiaries and affiliates, mini-

tion company, intend to create infrastructural conditions

mizing cross subsidies as a result of an order for sub-

so as to promote innovatory economic development, the

urban commuter transportation services coming from

country’s transportation unity and the global competi-

the constituent entities of the Russian Federation, and

tiveness of Russia’s transportation system, and quali-

developing a regulatory framework to ensure an equal

tatively satisfy the demand of the state and the public

status of the holding company «Russian Railways» on

for transportation services.

the market of freight car providers.

The operating philosophy of JSCo «Russian Railways» is
to ensure that its corporate goals conform to long-term

Adopting an operations management process based

national interests. JSCo «Russian Railways» pursues a

on economic criteria and the principle of ongoing im-

policy of common destiny, being a combination of state,

provement; ensuring maximum efficiency of the trans-

consumer and own interests. High development rates,

portation process.

shareholders’ profit, the profitability of own activity,
the employees’ social and economic security, qualitative

Ensuring effective cooperation with the material

satisfaction of customer needs and mutually beneficial

suppliers of JSCo «Russian Railways» to promote stable

cooperation with partners and suppliers are equally im-

output and a price cut.

portant to JSCo «Russian Railways».
JSCo «Russian Railways», a dynamic vertically integrated

Improving the employee social security system on

national transportation company, believes its mission

the basis of the principle of actual contribution to the

is to effectively meet the market demand for transpor-

corporate result.

tation services, increase its global competitiveness,
achieve financial stability and ensure social responsi-

Implementing breakthrough technology solutions.

bility of the business.
According to the decision of the final Management Board
of JSCo «Russian Railways» of December 22–23, 2008, the

Development strategy for rail transport
in the Russian Federation through 2030

following are the most important goals for 2009:

Ensuring the stability and financial harmony of the

On June 17, 2008, the Government of the Russian Federa-

operations, implementing cost reduction measures,

tion approved the Development Strategy for Rail Trans-

maximally enhancing the revenue base and effectively

port in the Russian Federation through 2030 aimed at

using financial resources.

creating an affordable and stable national transportation
system, promoting national sovereignty, security and

Ensuring the efficient use of human resources in

defense capability, reducing total transport costs and

light of lower traffic volumes by adopting advanced tech-

enhancing the competitiveness of the Russian economy

nology, improving the quality of production processes

by means of surpassing and innovatory development of

and adjusting the headcount to the demands of the cur-

rail transport in harmony with the development of other

rent traffic volumes.

industries, transport segments and regions. An action
plan has also been approved for implementing the Strat-

Improving the quality of freight and passenger

egy in the period from 2008 through 2015.

service inter alia by enhancing the logistics component,

The 2030 Strategy outlines the key areas of effective

introducing innovative transportation service technol-

development of the rail transport sector and promo-

ogy, improving the skills and raising the level of respon-

tion of the competitiveness of Russian railways on the

sibility of officers.

domestic market and abroad by implementing global
infrastructure projects and introducing innovations in

Maximally diversifying the freight business of JSCo

freight and passenger services.

«Russian Railways» by promoting marketing policies,

The Strategy provides for the following two phases of

bringing complex transportation products to the mar-

sector development:

ket and expanding container transport.

•

Renovation of rail transport (through 2015)

•

Dynamic expansion of the railway network (2016

Focusing investment on commissioning first-priority

through 2030)

facilities and implementing projects supported by the

The Strategy identifies the key areas and mechanisms

government and foreign investors and on improving the

for participation by the Russian Federation and its con-

transportation process and resource efficiency.

stituent entities, railway organizations, particularly

The Company’s strategy
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and mission

JSCo «Russian Railways», and other stakeholders in fi-

tenance services. Jointly with the constituent entities

nancing the costs of sector development.

of the Russian Federation, JSCo «Russian Railways» has

The Strategy will help to attain national objectives in the

worked to form commuter service companies.

field of rail transport. An infrastructural basis for the

To promote the Company's competitiveness on the global

territorial integrity and defense capability of Russia will

market, efforts have been made to develop international

be built and transport conditions will be created, thereby

transportation corridors across Russia and create lo-

promoting the growth of the Russian economy.

gistics hubs abroad extending 1,520 mm wide railway

The Strategy's main target is to build new railway lines

tracks beyond the country's borders.

over 20,700 km long by 2030.
As a result, the density of the railway network will increase by 24% whereby all capacity restrictions will be

Functional strategies

removed.
Heavy haul rail tracks over 13,800 km long will be laid

JSCo «Russian Railways» is actively elaborating and im-

interconnecting the ports of the Far East, North-West

plementing the functional strategies for the Company's

and South of Russia and land border crossing points

development of and other long-term programs for iden-

along the western frontier. The Baikal-Amur Mainline

tifying the strategic priorities in the Company's long-

will be an essential component of this railway network

term development.

allowing the Trans-Siberian Railroad to be used for pas-

The functional strategies which have been approved and

senger and transit container traffic.

are currently in the process of implementation, include:

The qualitative indicators of freight and passenger serv-

human resource development, quality management,

ices will be significantly improved.

transportation safety and security assurance, finance

The time of cargo delivery will be cut by an average of

management, risk management, efficient procurement

over 23% and by over 70% for expedite container deliv-

of materials and technical facilities, and a strategy for

eries. Ninety-seven percent of the dispatches will be

enhancing the capacity of the routes which generate

delivered on time. Cargo transit will increase almost

an increasing demand for freight services and higher

threefold.

revenues.

The average speed of long-distance passenger traffic will

In the near future, JSCo «Russian Railways» will launch

grow by over 16%. The rapid passenger railway network

a functional strategy for building an integrated internal

(up to 160 km/h and above) will expand seventeen-fold

audit and control system within the Company. A func-

to span over 10,900 km, and the high-speed rail tracks

tional strategy for immovable property management is

(up to 350 km/h) will span over 1,500 km.

close to final approval.

The Strategy is targeted to renovate around 23,400

The projects Freight Business Strategy and Improving

locomotives, 996,000 freight cars, over 29,500 pas-

Transportation Margins are in the process of develop-

senger cars and close to 24,500 units of multiple-unit

ment. A development strategy for the period till 2015

stock by 2030.

and key strategic directions for the period till 2030 are

In implementing the Strategy, JSCo «Russian Railways»

being elaborated to identify market mechanisms for the

took comprehensive innovatory development measures

development of JSCo «Russian Railways».

in 2008, including but not limited to, the formation of

To improve the efficiency of the passenger complex, the

new requirements for rolling stock, technical facilities,

Program for the Development of the Commuter Complex

control and information management systems, and the

of JSCo «Russian Railways» till 2015 and the Concept

preparation of proposals for reforming railway safety

of Effective Use and Development of Railway Stations

and environmental regulations.

of the Railway Station Management Office (branch of

With the objective of promoting inward investment, JSCo

JSCo «Russian Railways») till 2015 were approved and

«Russian Railways» proposed amendments be made to

the Concept of Reforming the Long-Distance Passenger

the Federal Law Concerning Rail Transport in the Rus-

Complex till 2015 was drafted in 2008.

sian Federation, whereby price regulation on a commodity market should discontinue once competition arises,
and economically substantiated tariffs based on standard profit rates and local tariffs for newly built railway
lines should be set.
In accordance with the action plan for implementing
the structural reform of rail transport, JSCo «Russian
Railways» is working on the establishment of the Second
Freight Company, the Federal Passenger Company and
subsidiaries to focus on rolling stock repair and main-
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Summary of operating results

Impact of the global financial crisis

In 2008, JSCo «Russian Railways» contributed,

In 2008, JSCo «Russian Railways» operated in an

respectively, 42.7% and 39.1% to the national total of

environment of slower economic growth compared with

freight and passenger traffic.

2007. GDP grew by 5.6% (8.1% in 2007), while industrial

The transportation component has gradually declined in

production by a mere 2.1% (6.3% in 2007).

the selling price of products transported on rail.

The global financial crisis has affected the Russian

In 2008, the rail transport component in the selling price

economy and, specifically, the real sector. In October

was cut by an average of over 14% year on year, dropping

2008, Russian Railways felt the full extent of the adverse

by 18% for oil and oil products, 19% for ferrous metals,

market processes reflected in the freight operations

36% for coal, 35% for coke and close to 11% for ore. In

shrinking, the financial market deteriorating and

the 5 years of the Company's operations, the transport

freighters increasingly cancelling orders.

component decreased by a factor of 2.4 for coke and

Growth in railway freight handling, however rapid early

ore, 2.1 for fertilizers, 1.9 for coal, 1.8 for oil and oil

last year, sputtered in the last months of 2008. While

products and 1.7 for ferrous metals.

year-on-year increases in freight handling were 5.3%

Demand generated by railway services has catalyzed

and 0.7% in the first and second quarters of 2008,

growth in a wide range of hi-tech manufacturing industries

respectively, the third and fourth quarters saw a year-

and other sectors, including the electrical industry,

on-year reduction of 0.3% and 16.9%.

metals, chemical products and construction. It has
also contributed to the rapid development of railway
engineering.

Operational achievements and key indicators

In the last 8 years, the rolling stock industry has seen
a significant acceleration in growth: freight car and

In 2008, Russian Railways handled 1,303.7 mln tons of

locomotive production increased ten- and fivefold,

freight altogether, or 40.5 mln tons or 3.0% less than in

respectively, while passenger car production doubled

2007 and falling 4.9% behind the target due to the fact that

for all carriage types.

part of freight orders were cancelled by freighters.

In 2008, railway engineering grew year on year as

Total freight traffic including empty-run stock owned

follows:

by third parties grew to 2,423.8 billion ton-km, up 4.8%

•

Mainline electric locomotives – up 60%

from 2007. Net freight traffic increased by a mere 1.2%

•

Diesel shunters and industrial diesel locomotives –

to 2,116.2 billion ton-km.

up 16%

In 2008, international traffic (TSO-12 report) was 514.1

•

Freight cars – up 13%

million ton, down 0.9 million ton or 0.2% from 2007.

•

Locomotive hauled passenger cars – up 20%

Income from international transportation was RUB

•

Electric-train cars – up 8%

323.5 billion, increasing by RUB 16.9 billion or 5.5%

The demand of JSCo «Russian Railways» for metals and

compared with 2007.

railway engineering products has been essentially met by

In the period from 2003 through 2008, over 7.5 billion

domestic companies. In this way, JSCo «Russian Railways»

passengers used railway services, including 0.8 billion

has crucially supported related industries.

for long-distance and over 6.7 billion for suburban

With guaranteed demand from the member companies of

trains. Following the 2008 operating results, 1.3 billion

JSCo «Russian Railways», domestic metals and machine

passengers travelled by railways in 2008 (101% of the

building are capable of building up their stability margins,

2007 level).

keeping the pace of innovative development, improving

In 2008, the total passenger traffic of JSCo «Russian

distribution and procurement strategies, enhancing

Railways» was 175.9 billion passenger-km, or 99.5% of

investment and production planning, developing

the target and 101% of the 2007 result. Long-distance

technology and, eventually, reducing production costs,

passenger traffic was 129.1 billion passenger-km, or up

while improving quality.

0.8% from 2007 and 1.3% below the target. Suburban
passenger traffic was 46.7 billion passenger-km, or 101.6%
of the 2007 result and 101.8% of the target.
Dozens of new passenger and freight routes have been
opened. In the period from 2003 through 2008, freight
and passenger traffic net grew by 26.8% and 11.6%,
respectively.
Average freight traffic density went up from 29.1 million
ton-km gross p.a. in 2003 to 33.0 million ton-km gross
p.a. in 2007. As of the year-end 2008, estimated freight
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Key operating indicators of JSCo «Russian Railways» 2004–2008

Traffic volumes

UOM

2004

2005

2006

2007

2008

Freight handling

mln ton

1,220.9

1,273.1

1,310.4

1,344.2

1,303.7

Total freight traffic

bln ton-km

1,972.7

2,044.2

2,148

2,312.6

2,423.8

•

 xclusive of cars owned by third
e
parties and leased empty stock

bln ton-km

1,801.6

1,858.1

1,950.9

2,090.3

2,116.2

•

 ars owned by third parties
c
and leased empty stock

млрд. т-км

171,1

186,1

197,1

222,3

307,5

bln passenger-km 150.9

170.9

177.8

174.1

175.9

Passenger traffic
Operating efficiency indicators
Service speed

km/h

39.6

40.2

40.3

40.3

40.6

Locomotive productivity

000' ton-km,
gross

1,615

1,672

1,706

1,710

1,736

Freight car turnaround time

hour

8.06

7.75

7.73

7.7

7.59

Freight train average weight

ton

3,670

3,716

3,747

3,778

3,815

Car productivity

ton-km, net

9,997

10,386

10,614

11,071

11,583

Labor productivity growth rates

%

–

107.0

108.7

108.9

108.0

Financial results
Total revenue

RUB bln

659.6

748.8

848.9

975.6

1,101.7

Revenue from transportation

RUB bln

597.5

676.2

772

884.4

1,014.5

Passenger transportation

RUB bln

68

90.5

114

129.4

150.4

•

long-distance

RUB bln

60.6

72.8

92

109.4

130.7

•

suburban

Freight transportation

RUB bln

7.4

17.7

22

20.1

19.7

RUB bln

529.5

585.7

658

754.9

847

Revenue from other activities

RUB bln

62.1

72.6

76.9

91.2

87.2

Total expenses

RUB bln

502.9

681.5

778.2

899

1,035.3

Transportation expenses

RUB bln

552.7

618.3

709.8

819.4

952.1

Passenger transportation

RUB bln

126.3

138

157.1

180

216.9

•

long-distance

RUB bln

91.9

100

113.2

132.2

162.4

•

suburban

RUB bln

34.4

38

43.9

47.8

54.5

Freight transportation

RUB bln

426.4

480.5

552.7

639.4

722.7

Expenses related to other activities

RUB bln

49.8

63

68.3

79.6

83.2

Profit from transportation

RUB bln

44.8

57.9

62.1

65

62.4

Passenger transportation

RUB bln

-58.3

-47.5

-43.1

-50.5

-66.5

•

long-distance

RUB bln

-31.3

-27.1

-21.2

-22.8

-31.7

•

suburban

RUB bln

-27

-20.4

-21.9

-27.7

-34.8

Freight transportation
Profit from other activities

RUB bln

103.1

105.2

105.3

115.5

124.3

RUB bln

9.9

6.6

8.7

11.6

4

Result of other revenue and expenses

RUB bln

12.3

9.6

-11.6

52.4

-11.6

EBITDA

RUB bln

142.8

163.0

205.7

291.7

243.2

Profit/ (loss) before tax

RUB bln

54.7

64.4

59.2

129.0

54.9

Net profit

RUB bln

8.8

9.8

26.4

84.5

13.4

Profit margin

%

1.3%

1.3%

3.1%

8.7%

1.2%

Cash flows and balance of accounts
Net cash flows from operating activities

RUB bln

28.0

40.0

85.9

242.7

216.1

Net cash flows from investing activities

RUB bln

-47.0

-71.1

-65.6

-234.9

-390.4

Net cash flows from financing activities

RUB bln

15.6

32.4

-21.6

11.4

195.9

Accounts receivable

RUB bln

36.5

35.6

40.5

64.6

100.2

Accounts payable

RUB bln

93.0

92.0

116.2

163.2

209.5

Fixed assets, assets and liabilities
Balance-sheet total

RUB bln

2,088.2

2,403.8

2,705.6

3,171.4

3,505.2

Non-current assets

RUB bln

1,950.6

2,252.0

2,559.7

3,012.2

3,242.0

Current assets

RUB bln

137.6

151.8

145.8

159.2

263.2

Capital and reserves

RUB bln

1,938.2

2,214.1

2,495.9

2,885.7

2,940.3

Long-term liabilities

RUB bln

35.3

78.6

74.8

79.5

185.7

Short-term liabilities

RUB bln

114.6

111.0

134.8

206.1

379.2

Net asset value

RUB bln

1,938.2

2,214.1

2,491.5

2,581.5

2,945.2

RUB bln

127.6

151.1

172.4

255.5

381.7

Investment
Cash used in investing activities
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traffic density was 33.4 million ton-km gross p.a. With

locomotives and 1608 diesel locomotive sections were

the growth in freight traffic and traffic density from

overhauled.

2004 to 2009, key indicators for the technical condition

In 2008, nearly 15,400 km of tracks underwent capital

of tracks have improved.

repairs or reconstruction, so the valuation scorecard

In 2008, qualitative indicators for rolling stock operation

of the main track improved to 35 points as of January

have been enhanced. The turnaround time for freight cars

1, 2009 (up 4 points from 2007). Capital repairs helped

decreased by 1.4% or 2.64 hours compared with 2007.

rehabilitate engineering structures and roadbeds worth

Service speed went up to 40.6 km/h (up 1.0 or 0.4 km/h

RUB 7.1 billion and RUB 4.2 billion, respectively.

from the target and 0.7% or 0.3 km/h from 2007).

The investment budget for 2008 increased to RUB 381.7

The average weight of a freight train increased to 25

billion or x1.5 from 2007.

tons or 0.7% above the target and 37 tons or 1.0% above

In 2008, railway accident rates declined by 12.8% with

2007. Locomotive productivity exceeded the target by

an average reduction of 8.5% in the Company's accident

15,000 ton-kilometer gross or 0.9% and the level of 2007

rates.

by 26,000 ton-kilometer gross or 1.5%.

Total transportation safety violations as calculated for

In the period from 2003 through 2008, the turnaround

one billion of ton-km operations decreased by 13.8% for

times of freight cars declined by 18.2 hours, freight train

railways and for an average of 9.5% for the Company,

weight increased by 207 tons, locomotive productivity

including its functional branches.

went up by 171,000 ton-km gross and service speed

The Company expends an annual average of over RUB

improved by 1.6 km/h.

6 billion for occupational safety activities. In 2008, RUB

In 2003, the weighted average speed based on the train

8.6 billion, a total for all sources of financing within

schedule was 85.7 km/h for passenger trains and 70.4

JSCo «Russian Railways», or RUB 7,600 per employee

km/h for freight trains, improving to 89.1 km/h and 72.0

was invested in improving working conditions and

km/h or by 3.4 km/h and 1.6 km/h, respectively, in 2008.

occupational safety standards.

New web-enabled projects have been implemented in

JSCo «Russian Railways» actively works to implement an

rail transport.

integrated corporate system of quality management.

Rolling stock has undergone significant renovation in

The Company was able to rein in growth in the transpor-

the last five years. In 2008, JSCo «Russian Railways»

tation cost, which went up by a mere 11.2% from 2007,

and its subsidiaries purchased over 21,000 freight cars

the consumer price index averaging at 13.3%. So the

(15,400 in 2007), 455 locomotives (313 in 2007), 1,042

transportation cost has been held back to a level of 4.3%

passenger cars (950 in 2007) and 809 electric-train cars

below the target.

(762 in 2007).

In 2008, the Company maintained an upward trend in

In 2008, 114.6 km long second tracks, 169.5 km station

labour productivity (up 8.0% from 2007).

tracks , 8.2 km of new lines and other facilities were

Over one million square meters of housing has been

placed in service and another 187.1 km of tracks was

built, a significant number of health-care and educational

electrified. The Company invested in the renovation of

facilities have been renovated and a range of sports

2,723.6 km of tracks and comprehensive reconstruction

facilities have been constructed, etc.

of railway segments totaling 326 km.
Demand generated by railway services has catalyzed

See Appendix 7.

growth in a wide range of hi-tech manufacturing industries
and other sectors, including the electrical industry,
metals, chemical products and construction. It has

Government support and compensations

also contributed to the rapid development of railway
engineering. In the last 8 years, the rolling stock industry

Constructing olympic facilities

has seen a significant acceleration in growth: freight car

In accordance with Decree No. 1877-r of the Government of

and locomotive production increased ten- and fivefold,

the Russian Federation of December 16, 2008 concerning

respectively, while passenger car production doubled

an increase in the equity of Joint-Stock Company «Russian

for all carriage types.

Railways» and the decision of the Company's Board of

In an effort to improve the quality of its long-distance

Directors of December 16, 2008, an additional issue

and suburban commuter services, Russian Railways

of ordinary registered book shares of JSCo «Russian

provided for large-scale capital repairs of passenger

Railways» was registered with the objective to procure

service facilities worth RUB 4.3 billion in 2008.

an extra source of financing for developing transport

Total capital expenditure on the renewal of fixed assets

infrastructure for the Sochi 2014 Winter Olympics and

was RUB 143 billion in 2008.

Paralympics. 41.5 million shares with the nominal value

Last year, 3,632 passenger cars, 590 electric-train

of RUB 1,000 each were offered in a private offering to

sections, close to 13,000 freight cars, 1,341 electric

the Russian Federation as the sole shareholder.
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As provided in the Law on the Budget of the Russian

System of the Holding Structure Resulting from the

Federation for 2008 and the Law on the Budget of the

Reformation of JSCo «Russian Railways» was approved

Russian Federation for 2009, the shares shall be paid

and the Assembly of Directors of Railways and the

up in two installments of RUB 24 575 billion and RUB

Management Board of JSCo «Russian Railways» made

16 925 billion. The Federal Railway Agency acts as the

a number of critical decisions for its development.

administrator of the allocated budget funds.

Specifically, proposals were approved for organizational
separation of the management of the holding company

Long-distance passenger transportation

Russian Railways from the management of the railway

From 2007, the Government compensated the Company

transportation business. The Company also approved

for the loss of income resulting from the government

proposed transition from a purely territorial model of

regulation of passenger service tariffs for economy-class

railway business management to a vertical functional

sleeping and sitting cars. The government subsidies were

model consistent with the requirements of Decree No. 384

paid stepwise until the loss was compensated in full. In

of the Government of the Russian Federation of May 18,

2007, the Company received RUB 10.9 billion or 40% of the

2001 concerning the Program for the Structural Reform

total compensation. The remaining 60% or RUB 19.4 bil-

of Rail Transport.

lion was paid in 2008. The issue of compensation for the

Efforts in improving the management system aim at

loss of income arising from the regulation of luggage and

creating tools for enhancing internal efficiency of JSCo

cargo luggage tariffs is still awaiting a solution, while the

«Russian Railways», ensuring transparency of finance

relevant losses have been over RUB 10 billion a year.

and business within the Company and its individual

Population Group

Amount Paid
in 2008 (RUB bln)

Legal Ground

Customer

Government compensation for losses
arising from tariff harmonization
on the rail connection from Russia
to Kaliningrad

0.2

Decree No. 916
of the Government
of the Russian Federation
of December 21, 2007

Russian
Railways

Government compensation for the
loss of income resulting from the
government regulation of longdistance passenger tariffs (economyclass sleeping and sitting cars)

19.4

Decree No. 207
of the Government
of the Russian Federation
of April 7, 2007

Russian
Railways

branches, subsidiaries and affiliates and increasing the

Improving management system

Company's flexibility in its cooperation as a carrier with
rolling stock owners and operators.

Keeping pace with the evolution of the transport market

New management approaches based on the principles of

and changes in its corporate structure, JSCo «Russian

the Conceptual Design should ensure consistency in the

Railways» has proactively implemented state-of-the-art

management of business units within the structure of

management technology and tools.

JSCo «Russian Railways» and its subsidiaries or affiliates

A critical project for the formation of a management system

on the basis of an integrated corporate framework of goals

for JSCo «Russian Railways» in conditions of reform is in

and objectives as expressed in the relevant efficiency

the process of implementation. This project is aimed at

indicators for each business unit.

improving management efficiency, bringing the current

To increase the efficiency of railway transportation

management system in conformity to the model market for

management, all units and branches responsible for

railway transportation services and the outcomes of the

the sale, organization, support and performance of

structural reform in the industry, implementing features

transportation services will be combined in a singe

that will ensure ongoing improvements in management

operating bloc. Subsidiaries of JSCo «Russian Railways»

quality alongside continuing diversification and expansion

responsible for supporting the transportation process

of the Company.

or participating in the process as rolling stock operators

2008 saw a significant acceleration in this project owing

will also be under the operating management of this

to the fact that the Conceptual Design of the Management

bloc. The bloc will consist of vertically integrated
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competency-based directorates each responsible for

resources within JSCo «Russian Railways» and the build-

a specific key aspect of the transportation process,

up of a system of benchmarks and efficiency indicators

including the sale of railway transportation services,

ensuring a higher transparency of operations and efficient

train-dispatching and haulage management and the

cost control.

operation of infrastructure.

Therefore, the Conceptual Design aims at creating op-

Revision of the management system creates conditions

portunities to enhance internal efficiency of JSCo «Rus-

for building a staff motivation framework effectively

sian Railways» by improving the quality of its manage-

encouraging executives to make effort in increasing

ment processes and does not infringe upon consumer

labour productivity and developing human resources.

or supplier rights, nor does it restrict competition or

The new management system should provide for a better

create any monopolistic advantage for JSCo «Russian

balanced distribution of responsibility, functions and

Railways» or its subsidiaries and affiliates.

Overview of the main
corporate events
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Aeroexpress trains now run between all Moscow
airports and central metro stations connecting Kievsky
station with Vnukovo airport, Paveletsky station with
Domodedovo airport, and Savelovsky station with

Overview of the main corporate events
for the period from 2003

Sheremetevo airport. These high-speed trains are very
comfortable. These stations offer air passengers checkin and luggage dispatch services. Similar projects will be

Over the past 5 years the Company has successfully

implemented in other regions of the Russian Federation.

completed a number of projects that helped moving

Airport to city center railway service is already available

freight and passenger operations and machine building

in Samara and Yekaterinburg. Aeroexpress trains will

industry in Russia to a qualitatively new level and thus

start to run between Sochi and airport by 2014 Olympic

promoting integration of the Russian railways into the

Games.

Eurasian transport system.
In 2003, production of a new generation electric

Development in Russia of a speed and high-speed railway

train EM4 Sputnik was completed. Over 200 high-end

network of trains reaching a speed of 250-300 km/h is one

developments and patented technologies of national

of the key priorities of JSCo «Russian Railways». Moscow –

scientific institutions were used to implement this project.

St. Petersburg and St. Petersburg – Helsinki routes are

This brand new rolling stock of increased passenger

currently under development. Other promising routes to be

capacity was developed to cover transport needs of

developed are Moscow – Sochi, Moscow – Nizhniy Novgorod,

megapolises. Today, Sputnik runs between Moscow and

Moscow – Samara, Moscow – Yekaterinburg and Omsk-

Mytischy, Ramenskoe, Pushkino. High-speed trains run

Novosibirsk, Novosibirsk – Krasnoyarsk and other routes

between all large cities and suburban areas.

between large cities.

21 January 2004, JSCo «Russian Railways» presented a new luxury passenger car. This car has four

On 26 December 2008, the first high-speed train

compartments equipped with toilet rooms and shower

Sapsan was presented by JSCo «Russian Railways» in

cabins. Its interior meets modern design and ergonom-

St. Petersburg.

ics standards. The interior is decorated with environ-

This high-speed electric train of Velaro RUS series

ment friendly materials. Table, doorset, window frames

produced by Siemens Transport Systems can reach the

and sills are made of finewood. The car is equipped with

maximum speed of 250 km/h.

modern ventilation and air conditioning systems, light

This train was named after the fastest bird in the world.

fixtures and heating, fire extinguishing and independ-

Sapsan or a peregrine falcon is an agile bird of the

ent power supply systems. Tatarstan (Kazan – Moscow),

family Falconidae able to develop speed of 322 km/h

Krasnaya Strela, Express (St. Petersburg – Moscow),

or 90 m/sec.

and other trains are equipped with these luxury cars.

In May 2006, JSCo «Russian Railways» and Transportation

Cars with luxury compartments are available in first

Systems Group of Siemens AG signed a contract for

Grand-Express private train (Moscow – St. Petersburg).

supply of 8 Velaro RUS trains. The contract amount

Passengers of JSCo «Russian Railways» travelling long-

is EUR 276 million. In April 2007, a EUR 354.1 million

distance may opt for compartments for gentlemen, la-

contract for maintenance of trains was signed for a

dies, or combined ones, and buy e-tickets on-line using

term of 30 years.

their plastic cards.

Travelling time from Moscow to St. Petersburg on Sapsan
trains will be 3 hours and 45 minutes vs. current 4 hours

On 7 December 2007, the first passenger cars

and 30 minutes. The passenger trains run between these

departed from Belorussky station in Moscow to

cities with a time interval of 8 hours.

Amsterdam and Munich, and on 11 December, to Paris

Remaining seven trains will be supplied during 2010. They

(this route was renewed after a lapse of 13 years).

will be running between Moscow and St. Petersburg at
the speed of 250 km/h covering the distance in 3 hours
and 45 minutes (currently ER-200 covers this distance
in 4 hours and 30 minutes).
High-speed service in St. Petersburg – Helsinki direction
is expected to be launched in 2009. High-speed trains
running along this direction will be trains of Pendolino
class. Travelling time will be 3–3.5 hours instead of
current 5.5 hours.

Overview of the main
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On 1 July 2006, the Federal Passenger Directorate

part of its shares on a stock market through an initial

(FPD), a subsidiary of JSCo «Russian Railways», started

public offering (IPO).

its independent financial and business activities. On

Car fleet renovation rates included in the forecast financial

27 August 2008, the board of JSCo «Russian Railways»

model of the Company will help achieve a significantly

approved «Draft Concept for Setting Up a Long-Distance

lower level of depreciation. By 2012 it is expected

Passenger Operation, a Subsidiary of JSCo «Russian

to dispose of 69.4 railcars and acquire 71.8 railcars

Railways». Federal passenger operator is planned to

with capital expenditures required for the renovation

be established in 2010 based on assets of the Federal

amounting to RUB 105.1 billion.

Passenger Directorate. FPO will engage in the following
types of activities: long-distance operations, catering,
baggage and postal services, rolling stock repairs.

During the previous period, JSCo «Russian Railways» established

Passenger cars, car repair depot, management and

Russian Troika, Transcontainer, RailTransAuto, and Refservis –

administration buildings and premises, cash offices and

subsidiaries successfully operating on the rail freight carriage

terminals are planned to be transferred to FPO.

market. CJSCo Rusagrotrans will be established as a grain

Railway Stations Directorate, a subsidiary of JSCo «Russian

transportation company equipped with its own grain terminal

Railways», has started to operate on 1 April 2007. Its

and elevators to store/process/ship grains. Establishment

core activity is to provide services to passengers and

of Second Freight Company is now under consideration.

sell railway station infrastructure services to passenger,
baggage and freight carriers. It includes 16 regional
railway station directorates (RRSD). The Railway Station

On 25 May 2007, at the second international business

Directorate manages 324 station complexes owned by

forum «Strategic Partnership 1520» in Sochi Vladimir

JSCo «Russian Railways».

Yakunin, president of JSCo «Russian Railways», and

In August of the current year, the board of JSCo «Russian

Dmitry Komissarov, chairman of the board of CJSCo

Railways» approved «Concept of Effective Use and

Transmashholding, signed a contract for developing and

Development of Railway Stations till 2015» according to

delivering 806 locomotives of four fundamentally new

which RUB 30 billion will be invested in the development

modifications until 2015.

of the Russian Railway's station complexes.

Signing a long-term contract for developing and delivering
locomotives is an unprecedented practice in Russia.

The Company organized expedited container

An estimated price of one new EP 20 passenger electric

operations and simplified customs procedures.

train is within EUR 4 million (an average price of foreign

Container trains of Transcontainer, a subsidiary of

analogues is EUR 4.5 million).

JSCo «Russian Railways», deliver cargoes from Far East
to European borders in 11 days!

On 19 September 2007, JSCo «Russian Railways»

Currently the trains run between: Moscow – Novosibirsk,

and the Federal State Unitary Enterprise Uralwagonzavod

St. Petersburg – Sverdlovsk, Nakhodka Vostochnaya –

signed a three-year RUB 68 billion contract for the delivery

Shushary, Moscow – Khabarovsk – Pervaya Rechka,

of 40,000 freight cars until 2010 at the International

Kaliningrad – Nakhodka Vostochnaya, Moscow –

Exhibition of Railway Equipment and Technologies of

Beijing, Moscow Budapest (Chardash), Moscow – Berlin

EXPO 1520 in Sherbinka.

(Vostochny Veter), Moscow – Buslovskaya (Severnoe
Siyanie), Moscow – Odessa (Odessa), etc.

On 19 September 2007, JSCo «Russian Railways» and
CJSCo Transmashholding at the International Exhibition

JSCo First Freight Company was incorporated on

of Railway Equipment and Technologies of EXPO 1520 in

26 July 2007. According to the preliminary estimates,

Sherbinka signed contracts for production and delivery

its value as of the date of incorporation is not less than

in 2007–2009 of 212 new E5K and EP2K mainline electric

USD 5 billion.

locomotives.

JSCo First Freight Company was established for the

E5K is a new mainline electric locomotive of Ermak

purpose of renovating rolling stock, strengthening market

locomotives family which will replace used VL60K

positions of JSCo «Russian Railways», creating capitalized

Series locomotives. 10 electric locomotives were put

value, and raising finances from the equity market to

into operation in 2007 with another 109 to be placed in

cover current investment needs.

service within next three years.

First Freight Company was provided with 200 thousand

New Russian EP2K electric locomotive shall replace used

mainly special purpose railroad cars (tankers, cement

Czechoslovakian ChS2s. Over 30 Russian companies

trucks, mineral wagons, dosing units, 75 thousand general

were engaged in engineering and production of a new

purpose low-sided cars).

passenger electric locomotive. 12 EP2Ks in 2007 and 103

In a mid-term perspective, the company plans to list

EP2Ks by 2010 will run on railways of Russia.
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Overview of the main corporate events
in 2008

On 9 April 2008, an industry agreement for the year
2008 was signed in Moscow between Russian Association
of the Railway Transport Industry Employers and Russian

On 26 February 2008, JSCo «Russian Railways» and

Trade Union of Railway and Transport Construction

JSCo Mechel signed a cooperation agreement.

Workers.

From 2010 to 2030 JSCo Mechel will be supplying JSCo

The industry agreement sets out general principles

«Russian Railways» with at least 400 thousand tons of

regulating social and labor relations of 1.5 million people

rail tracks annually.

working in the industry.

According to the agreement, in 2008–2010 JSCo Mechel
will construct a modern rail and structural still mill

On 21–22 May 2008, the second international railway

at Chelyabinsk metallurgical complex (JSCo ChMK) to

business forum «Strategic Partnership 1520» was held

produce 100-meter long high quality rail tracks and

in Sochi. About 900 delegates from 24 countries took

other products.

part in the forum.

Upon registering its land relations with ChMK in 2008,

The participants discussed ways to accelerate 1520

JSCo «Russian Railways» will construct a rail-welding

gauge space development and integrate the broad gauge

train (RWT) and local railway at ChMK site to be put into

railways in the Eurasian transport system. A number

operation in 2010.

of agreements and international contracts were signed

To enhance the production process at JSCo Mechel

during the forum.

enterprises the Company will ensure continues spotting

•

JSCo «Russian Railways» and the Federal Agency

of rolling stock, including own rail loading platforms, for

for Technical Regulation and Metrology signed an

finished goods unloading.

agreement on interaction in the sphere of technical
regulation and standardization. Pursuant to the
agreement, JSCo «Russian Railways» can take part

JSCo «Russian Railways» received a syndicated loan of USD

in drafting national regulatory framework concerning

1.1 billion.

technical regulation, as well as participate in the
development of international railway standards.
•

JSCo «Russian Railways» signed an agreement with

On 26 March 2008, JSCo «Russian Railways»

SJSCo Transmashholding for the supply of 100 Vityaz

completed a USD 1.1 billion syndicated loan transaction

2TE25A mainline diesel locomotives developed at

with international banks. The loan was syndicated by

Bryansk engineering plant.

BANCO BILBAO VIZCAYA ARGENTARIA, S.A.; THE

JSCo Transcontainer, a subsidiary of JSCo «Russian

BANK OF TOKYO-MITSUBISHI UFJ, LTD; BARCLAYS

Railways», and TransGroup AS Ltd. signed a letter of in-

CAPITAL; BNP PARIBAS; ING BANK N.V.; BANK AUSTRIA

tent to construct a container terminal in Zarubino port

CREDITANSTALT AG; WESTLB AG, LONDON BRANCH.

(Primorsky Krai). This parity joint venture is expected

The signing ceremony was held in London. On behalf of

to process 400 thousand TEU (20-feet equivalent) con-

JSCo «Russian Railways» the agreement was signed by

tainers annually. Approximately USD 100 million will be

the Company's president Vladimir Yakunin and senior

invested in the five-year construction project.

vice-president Fyodor Andreev.

New uniform designed for railway employees was

The syndicated loan was provided in two equal tracnhes

demonstrated at the forum.

of USD 550 million each maturing in three and five years.
The tranches bear interest at the rate of LIBOR+0.55% and

On 4 July 2008, a freight train was for the first

LIBOR+0.75, respectively. A total of 14 banks participated

time driven by home-produced GT1-001 gas turbine

in the transaction.

locomotive.

As a result of a successful syndication, the amount of loan

As part of the trial operation, GT1-001 was carrying a

was increased from USD 1 billion to USD 1.1 billion.

freight train weighing three thousand tons at Kinel –

The Company plans to use the loan to finance its general

Zhigulev Sea direction of Kuybyshev railway.

corporate strategies following its approved budget and

GT1-001 is the first ever gas turbine locomotive running

financial plan.

on compressed natural gas with a capacity of 8,300 kW
co-developed by N.D. Kuznetsov Samara Scientific and
Technical Complex (SSC) using conversion products (gas
turbine engines).
CNG gas turbine locomotive was developed for operations
on off-grid railway routes. GT1-001 consists of two
sections. Turbine and the power block are installed in
one section and the 17-ton fuel tank in the other. One-

Overview of the main
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time fueling is sufficient to cover 750 kilometers. The

children playgrounds, business center, and is equipped

total (maximum) capacity of the gas turbine locomotive

with comfortable elevators and escalators accessible to

is 8,300 kW, the total weigh is 300 tons. The gas turbine

persons with disabilities. For passengers` convenience

locomotive is equipped with modern control system and

the station offers baggage carts, new cash offices, arrival

mechanisms that guarantee a safety run.

and departure board, additional information displays,

First gas turbine locomotives are planned to be put

touch screens and information centers. A significantly

in operation in Siberia, a region rich in natural gas

broader range of services, including international money

reserves.

transfers and hotel booking services, are available right
at the station. The investments in the station complex

On 17 July 2008, the Russian Government approved the

reconstruction amounted to over RUB 700 million.

«Strategy of the Development of Railway Transportation

Kursky station is a pilot project of «Concept of Effective

in Russia up to 2030».

Use and Development of Railway Stations till 2015»

Public railway transport services will be provided to 83

approved by JSCo «Russian Railways». According to its

of 86 constituent entities of the Russian Federation. By

plans, JSCo «Russian Railways» will invest RUB 30 billion

2030, the density of the rail network will increase by

to develop station complexes over this period of time.

23.8% so that the transportation capacity restrictions

Renovation of stations in Vladimir and Nizhniy Novgorod

will be completely removed.

will commence in the nearest future.

Over 20 thousand new rail lines are expected to be put
in operation with 7.5 thousand kilometers of tracks

From June to October 2008, assets of car repair de-

electrified by 2030. The «Strategy» will help organize

pots were offered at public auctions. The auctions were

transportation system supporting 18 potentially

held in accordance with the program for the structural

productive mineral deposits and industrial areas.

reform of rail transport and pursuant to the decision of

By 2030, the length of rail lines for passenger trains

the Board of JSCo «Russian Railways» to promote com-

running at 350 km/h will reach 1,528 kilometers.

petitive conditions in freight car repair market and raise

Over 23 thousand locomotives, over 900 thousand freight

massive investments in this segment. The auctions were

cars and approximately 29.5 thousand passenger cars

closed with 15 depots sold for the total of RUB 3.083 bil-

will be put in operation by 2030.

lion which is significantly higher than the initial bid price.

By 2030, over RUB 13 trillion (in prices of 2007) will

Certain items were sold in more than 50 steps.

be invested in the development of the Russian railway
transport. PPP schemes are expected to be broadly used
in implementing the «Strategy of the Development of
the Railway Transportation in the Russian Federation

Overview of JSCo «Russian Railways»
international activities since 2003

up to 2030».
International relations and international cooperation
On 11 September 2008, the president of JSCo

development is becoming increasingly important for

«Russian Railways» Vladimir Yakunin and Mayor of

today's businesses. These are the key component of the

Moscow Yuri Luzhkov signed an agreement on joint

Company's long-term business strategy developed to

implementation of the «Reconstruction and Development

meet renovation requirements, successfully implement

of the Inner Moscow Railway Ring» investment project

structural reform, and make international markets more

to promote urban passenger operations. The project

competitive.

should be completed by 2015. 30 local stations and 19

JSCo «Russian Railways» ranks developing and

interchange stations will be in operation by that time. Up

strengthening bilateral and multilateral relations with

to 100 pairs of passenger electric trains will be running

neighboring countries as a matter of strategic importance.

daily without interrupting freight operations. Fares

For the period from 2003, there were twelve sessions

for Inner Ring trips will be relatively close to Moscow

of the CIS Railway Transport Council, two of which

underground fares.

(anniversary 40th and 45th sessions) were held in

Joint venture JSCo Moscow Railway Ring (JSCo MRR) will

Moscow.

be set up under the agreement between JSCo «Russian

Expanding presence of JSCo «Russian Railways» in Central

Railways» and Moscow Government.

Asia is the Company's long-term business priority. The
expansion strategy was supported at the Meeting of

On 11 September 2008, the Kursky station in

chief executives of Central Asian and Russian railways at

Moscow was officially opened after its reconstruction and

which «Strategy of Development of International Railway

renovation. The newly opened station is modernized with a

Transportations» (Kirgizia) was discussed, and at the 5th

new information system, navigation system, and advanced

Forum of chief executives of border regions of Russia

security facilities. The station has new shopping malls,

and Kazakhstan (Kazakhstan) held in 2008.

44

Annual Report JSCo «RZD»
2008

As part of development of rail ferry operations in

Important arrangements with Knorr Bremse, Alstom,

1520-gauge space, JSCo «Russian Railways» signed a

Bombardier, Finnmeccanica concerning development

number of the following documents: The Agreement on

and use of advanced rolling stock technologies are

the transportation of goods, the use of freight cars and

being realized. JSCo «Russian Railways» considers these

containers, and mutual settlements for their use in direct

arrangements taking into account the necessity to ensure

international rail ferry service via the ports of Caucasus

maximum possible compatibility of Russian railway

(Russia) and Crimea (Ukraine), and the Agreement between

technologies with European analogues.

JSCo «Russian Railways», Georgian Railways LLC and
Anship LLC on the transportation of goods, the use of

On 5 September 2007, an agreement for the supply of

freight cars and containers, and mutual settlements for

high-speed rolling stock was signed with Alstom (France).

their use in direct international rail ferry carriage via

According to the agreement, a joint company Karelian

the ports of Kavkaz (Russia) and Poti (Georgia) starting

Trains will supply four high-speed electric locomotives

from May 2006 were signed in 2006.

of SM3 Pendolino «Allegro» type to organize high-speed

Annual international railway business-forum «Strategic

service between St. Petersburg and Helsinki.

Partnership 1520» in Sochi and regional forums are
held to support further development of cooperation

On 14 March 2007, an agreement on cooperation

between JSCo «Russian Railways» and railways in the

between JSCo «Russian Railways» and Finnmechanica

CIS and Baltic states operating as unified rail fleet with

S.p.А. in joint developing and manufacturing an electric

unified technologies and standards and realization of

train with a speed of up to 160 km/h and applying satellite

joint projects in the filed of logistics and infrastructure

technologies to rail transportation and other areas was

modernization.

signed in Bari (Italy).

An intensive integration in the European transport system
is one of the Company's priorities. On 5 September 2005,

On 21 March 2007, an agreement on cooperation

the 5th Conference of regional directors of European

between JSCo «Russian Railways» and French National

railways was held in St. Petersburg to promote partnership

Railway (SNCF) in railway transportation was signed

between JSCo «Russian Railways» and European railway

in Delhi.

administrations.
JSCo «Russian Railways» considers Deutsche Bahn AG

The ferry operations along Ust-Luga – Baltiisk – Sassnitz

as its key European partner.

route is being developed under Resolution No. 1233-p
of the Russian Government «Concerning Construction

On 20 November 2005, a joint statement on coopera-

of «Ust-Luga – Baltiisk – ports of Germany» combined

tion in freight operations was signed in Moscow. Pursuant

multi-purpose freight and passenger motor and rail

to the statement, JSCo «Russian Railways» and German

ferry complex» dated 5 May 2002. In October 2007,

railways, as well as railways of the Belarus Republic and

a regular rail ferry operation between Germany and

Poland are to set up a number of joint ventures.

Russia was launched with «Vilnius» ferry operated by
DFDS Lisco shipping company running along Sassnitz –

On 18 June 2007, the statement on the establishment

Baltiisk route.

of ZAO Eurasia Rail Logistics (ZAO ERL), a joint venture of

In order to attract additional cargo volumes on the Rus-

the railways of Russia, Germany, Poland and the Belarus

sian railways, JSCo «Russian Railways» together with

Republic, was signed in Moscow. In May 2008, the joint

shippers and carriers of neighboring countries under-

venture was incorporated in Moscow as a closed joint-

took joint efforts to organize container operations. In

stock company.

the period from 2005, container trains Mercury (Kalin-

A dynamic cooperation with Finnish railways is

ingrad/Klaipeda – Moscow), Severnoe Siyanie (Finland –

developing.

Moscow – Finland), Vostochny Veter (Berlin – Warsaw –

In April 2007, a container train was given a run between

Minsk – Moscow) and Mongolsky Vector (Chine, Mongolia,

Kouvola and Moscow to demonstrate the potential

Russia, Belarus, Poland, Germany) started to run.

of the Finnish and Russian railways for high-quality

In 2006 – 2008, a large-scale project on the development

operations.

of cooperation with the Chinese railways was completed

Much attention is given to cooperation with foreign

and a number of fundamental memoranda and agreements

partners in high technologies in order to integrate Russia

on the development of container operations were signed.

in a pool of countries operating high-speed trains. In 2006,

On 25–26 March 2007, an agreement for strengthening

a contract for supply of 8 electric locomotives Velaro Rus

cooperation in oil transportations by rail was signed

(Sapsan) to run between Moscow – St. Petersburg and

between JSCo «Russian Railways» and the Ministry of

Moscow – Nizhniy Novgorod was signed with Siemens

Railways of the People's Republic of China. In 2008, crude

(Germany).

oil is being shipped to China from Zui and Sukhovskaya

Overview of the main
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stations of the East Siberian railway via Zabaikalsk-

Siberian railroad. Since 2006, several trial freight

Manchuria border crossing.

shipments were arranged for Toyota Motor. Anticipated

JSCo «Russian Railways» and the Chinese Ministry of

favorable results were achieved in February – March

Railways are also cooperating under the agreement on

2008 with a 100% secure fourth shipment of component

electronic data exchange in international rail freight

parts. Toyota Motor management is considering regular

operations.

rail shipments from Japan to its Russian plant in St.

Work is being done under an agreement for mutual use

Petersburg in the long term, depending on the market

and joint management of bulk containers with TBJU and

conditions.

RZDU prefixes signed between KZD, a container operation

Japanese companies are also willing to cooperate with

limited liability company, and JSCo TransContainer

JSCo «Russian Railways» in the development of high-

in Moscow on 31 October 2006. For the 8 months of

speed operations in Russia. In 2007, these issues were

2008, the number of export, import and transit bulk

discussed at two joint conferences held in Russia and

containers running between Russia and China reached

Japan.

185.6 thousand twenty-foot equivalent units, constituting

Sessions of the International Coordinating Council on

a 38% increase in a year-on-year comparison. In view

Trans-Siberian Transportation with participation of

of the need to handle ever growing freight traffic from

stakeholders such as railway administrations, shipping

China to Russia, and oil transportation from Russia to

agencies and shipowners from Europe, Russia and the

China, special attention is being given to developing the

CIS, and Asia are held annually to promote freight

Zabaikalsk-Manchuria direction.

operations on the Trans-Siberian railroad.

Taking into account lower demand for container

Over the past period, considerable attention has been

operations driven by the current economic downturn

given to the development of international transport

and tough competition with sea carriers, particular

corridors (ITC) and realization of infrastructure projects

attention is being given to cooperation between railways

abroad, being one of the key enhancements to the

and operators in creating competitive transport product

Company's competitiveness.

by launching container trains running along Chine –

The North-South international transport corridor in-

Europe – Chine direction. Issues related to organization

tended to promote Eurasian transit traffic via Russian

of Eurasian freight operations between China and Europe

transport routes connected to India and Persian Gulf

are addressed by the joint working group of Russian,

States is in the Company's permanent focus. To increase

Chinese and German railways. In 2008, two demonstration

commercial viability of this route, JSCo «Russian Rail-

container trains were given a trial Beijing – Hamburg

ways» is cooperating with its partners in Azerbaijan

run on railways of China, Mongolia, Russia, Belarus,

and Iran to establish a direct overland transport serv-

Poland, and Germany. These runs demonstrated railways

ice along the western coast of the Caspian Sea and con-

capacity and ability of all participants to work on joint

struct a new Qazvin – Resht – Astara railroad in Iran

projects as one team. As part of the work on revitalizing

and Azerbaijan.

the land bridge between China and Europe, 6 container

In addition, Russian Railway's participation in the

trains have been currently put in operation.

construction of a new Uzen-Bereket-Etrek-Gorgan

Consideration was given to transit container operations

railway line of North-East ITC connecting Kazakhstan,

from provinces in the North-East of China through

Turkmenistan, and Iran is currently discussed with

Gordekovo – Suifenhe border crossing and Russian ports

Turkmenistan and Iran.

in the Far East to the South of China. In 2008, a trial

Trans-Korean railway reconstruction project represents

container train from Shenzhen (China) crossed Dostik –

significant potential for increase in the transit traffic.

Alashankou border checkpoint to deliver containers in

In March 2006, JSCo «Russian Railways» organized a

Europe. The containers were delivered in an average

demonstrating trip along the Trans-Siberian Railway

of 17–20 days.

for executives of the German, Polish, Finnish, South

Important arrangements concerning expansion of

and North Korean, and Belarusian railway administra-

cooperation between JSCo «Russian Railways» and the

tions. In the course of this trip, trilateral negotiations

Ulan-Bator railway were reached. To support these

between JSCo «Russian Railways», Ministry of Railways

arrangements the Russian Federation plans transferring

of the Democratic People's Republic of Korea, and «Ko-

its 50% stake in Russian – Mongolian JSCo UBZD to

rail» were held on 17 March 2006 in Vladivostok. It was

JSCo «Russian Railways» for trust management.

negotiated to start the project with the restoration of

In recent years, JSCo «Russian Railways» has actively

the Hasan – Rajin railway section (45 km).

interacted with Japanese freight shippers. Nissan,

Starting from 2007, JSCo «Russian Railways» jointly with

Honda, Matsushita Electric Industrial (Panasonic), Sony,

the railway administrations and transportation agencies

Mitsubishi, Mitsui Trade House, and Nissin shipping

of Austria, Slovakia and Ukraine, began developing a

company are interested in freight operations via Trans-

project to extend the broad-gauge railway from Košice
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(Slovakia) to Bratislava and Vienna and establish an

Asian Railway Network (TARN) signed by ESCAP member

international logistics hub.

countries in Pusan (Republic of Korea) in November

In integrating its operations in the global market and

2006.

enhancing interaction with foreign railways, JSCo «Rus-

It is notable, that the involvement in the activities of

sian Railways» considers the development of coopera-

the Inland Transport Committee of the United Nations

tion with international transport organizations as a

Economic Commission for Europe (ITC UN ECU) allows

principal direction.

JSCo «Russian Railways» participating in formulation of

With this taken into account, the development of

the European transport policy and provides the Company

cooperation with the International Railways Union (Union)

with access to standards and information data that can

is of specific importance.

be used to the benefits of the Russian railways.

The Union with its diversified activities offers the

In 2005, the Overview of the ECMT/OECD Project on the

Company new opportunities to use its transit potential –

Russian Railways Reform was prepared in cooperation

construction of a bridge connecting European and Asian

with the European Conference of Ministers of Transport

railways.

(ECMT) and approved at the 89th session of ECMT held

The decision on JSCo «Russian Railways» joining the

on 24–25 May 2005 in Moscow. This was the first ever

Union as a full member was approved at the 68th session

OECD and ECMT Overview prepared by foreign top

of the Union's General Assembly held on 12 June 2006

experts outlining an outstanding progress of the Russian

in Montreal. Since December 2006, the president of

railway transport reform.

JSCo «Russian Railways» is the member of the Union's

The Company places much emphasis on developing

Executive Council. In March 2007, the Company became

international passenger operations. With the number

a member of the Asian Regional Assembly of the Union,

of international trains increased over the recent years,

joining its European Regional Assembly in June 2007.

JSCo «Russian Railways» provides transport services

Accordingly, JSCo «Russian Railways» is the member of

in 19 European and Asian countries: Germany, Poland,

the three key management bodies of the Union. In 2007, an

Austria, Slovakia, Czech Republic, Hungary, China,

anniversary 70th session of the Union's General Assembly

Mongolia, North Korea, France, Holland, etc.

was successfully convened and held in Moscow.

On 12 December 2007, after a lapse of 13 years, the

The Company was given responsibility for supervising such

first direct railroad car Moscow – Paris departed from

key issues as the development of international transport

the Belorussky station.

corridors and the formulation of quality and certification

This car is attached to 13/14 Moscow – Berlin train of

standards. All of these enable the Company to make a

Deutsche Bahn. In 2006–2007, high-speed passenger

sizable contribution to the formation of international

trains began to run between Moscow and Minsk. Trains

transportation space, taking into account the interests

and direct cars of JSCo «Russian Railways» are running

of the railways of Russia.

along a total of 56 international routes.

Since the date of the Company's incorporation,
significant efforts have been made that JSCo «Russian
Railways» be admitted as a member of the Conference
of General Directors (responsible representatives) of

Main international activities
and projects in 2008

the Organization for Railway Cooperation (ORC), and
authorized to manage and participate in the three most

Our priority is to effectively cooperate with our neighbors

important Commissions of ORC: for freight operations,

and major partners, the CIS and Baltic railways with a

passenger operations, and infrastructure and rolling

1520 mm gauge, in developing freight and passenger

stock. Currently, the ORC unites 27 European and Asian

operations. JSCo «Russian Railways» as a member

countries with the Russian railways playing a key role

of the CIS Railway Transport Council and «Strategic

in this unification.

Partnership-1520» business form, plays a fundamental

Recently, the unified CIM/COTIF consignment note

role in the 1520 -gauge space project. In 2008, «Strategic

was prepared and put into effect by the joint efforts of

Partnership -1520» forum was held in Riga (in February),

ORC and the International Committee on Transport by

Sochi (in May) and Astana (in December); 48th and

Rail (ICTR). This consignment note is used in countries

49th sessions of the CIS Council were held in Kirgizia

governed by different international transport conventions

(in May) and Kiev (in November). In 2008, important

(CIM and COTIF).

arrangements concerning strategic issues of railway

JSCo «Russian Railways» actively cooperates with the

network development, industry reform, and transit

United Nations Economic and Social Commission for

operations were reached with Kazakhstan and our

Asia and the Pacific (ESCAP) in creating an integrated

partner countries of Central Asia. Rationalizing the use

Trans-Asian transport network. The Company took part

of the rolling stock remains among the most important

in drafting the Intergovernmental Agreement on Trans-

operational objectives.

Overview of the main
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Russia Railways` proposal for regulating property relations

In 2008, JSCo «Russian Railways» and Deutsche Bahn

between Russia and Kazakhstan concerning Russian railroads

worked closely on joint projects in logistics (construction

crossing the territory of Kazakhstan was approved at the

of a terminal in White Raste, the Moscow region) and

interstate level. The governments of Russia and Kazakhstan

in training of highly qualified personnel (international

approved the draft interstate agreement under which the

logistics centre at St. Petersburg State University).

Russian Federation would acquire 6 railway sections crossing
Kazakhstan, including 2 sections of Trans-Siberian railway.

JSCo «Russian Railways» and Ports & Free Zone
World FZE, which includes DP World marine terminal
operator, signed an agreement for cooperation.

In 2008, JSCo «Russian Railways» was a winning

In the end of the January, president of JSCo «Russian

bidder in a tender for concession management of the

Railways» Vladimir Yakunin and president of Ports &

Armenian Railway (AR).

Free Zone World FZE Jamal Majid Bin Thaniah met in

In September 2007, the Armenian government announced

Dubai (United Arab Emirates) to discuss possible areas

a tender for the selection of AR concessionaire. Invitations

of cooperation.

to the tender were sent to railway companies of 40

Following the negotiations, an agreement for cooperation

countries. The tender initiators gave a high assessment

was signed. The parties agreed to set up a joint working

of the Company's technical and financial proposals. The

group to explore opportunities for the development of

Russian company was announced a winning bidder. The

container terminals and railway infrastructure in Russia

concession agreement is effective for a term of 30 years

and other countries for the purpose of providing highly

with an option to extend it for another 20 years upon

efficient logistics services and increasing freight traffic

expiration of the first twenty years. The management

flows.

functions at the Armenian railways were delegated to
CJSCo South Caucasus Railway, a 100% subsidiary of

Improvements were made to the ferry operations

JSCo «Russian Railways». The subsidiary commenced

launched in October 2007 along Ust-Luga – Baltiisk –

its work on 1 June 2008.

Sassnit route. Sassnitz – Ust-Luga ferry freight operations

According to the preliminary investment plan, the

are further organized based on the currently existing

Company's investments in the development of the AR

regulatory framework governing ferry operations along

infrastructure shall approximate USD 400 million for a

Sassnitz – Murkan – Baltiisk route.

30 year period.

The Council for combined freight and passenger motor

JSCo «Russian Railways» actively interacts with the Russian

and rail ferry line Ust-Luga – Baltiisk – Sassnitz chaired

state authorities to use all the political opportunities for

by the senior vice-president of JSCo «Russian Railways»

closing gaps in the Armenian transportation network

B.M. Lapidus was set up in August 2008 to promote the

being an obstacle hindering our trade relations and

effective work of the Ust-Luga – Baltiisk – Sassnitz rail

economic development of the country.

and ferry line. The key issues discussed at the sessions
of the Council were admittance of the Russian Federation
to the Interstate Organization for International Carriage

The transit freight operation is consistently being improved

by Rail (OTIF) and the Russian Federation joining to the

to attract transit cargoes on the East-West Eurasian corridor

Convention concerning International Carriage by Rail

to which the Trans-Siberian railway relates. In 2008, Trans-

(COTIF) from the docks of the ferry complexes of Baltiisk

Eurasian Logistics GmbH, a joint venture of JSCo «Russian

and Ust-Luga ports to the port stations Baltiisk and

Railways» and DB AG, started its operations to contribute

Luzhsakaya using railway infrastructure of JSCo «Russian

to the increase in the railway traffic between Europe and

Railways». On the Company's initiative this issue is

Russia/CIS countries using state-of- the-art transport and

being addressed by the Russian state authorities. The

logistics technologies and to develop and provide door-to-door

Russian Federation joining to the COTIF will contribute

delivery services of a competitive quality. It is a Germany-

to the increase in the ferry service client base and help

based joint venture with a subsidiary office planned to be

promote rail ferry operations by attracting additional

opened in Russia.

freight traffic flows from the CIS.

In May 2008, railways of Russia, Germany, Poland, and
Belarus incorporated Eurasian Rail Logistic, a closed
joint stock company. The main purpose of this JV is to
develop transportation optimization techniques and
increase freight traffic flows along the 2nd international
transport corridor.
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Cooperation with international organizations is being actively

On 4 April 2008 in Vienne (Austria) and 17 July 2008

developed. In 2008, JSCo «Russian Railways» participated

in Bratislava (Slovakia), JSCo «Russian Railways», railways

in the 72nd (Seoul, May) and 73d (Paris, December) sessions

of Austria, Slovakia, and Ukraine signed memoranda to

of the International Railway Union` s General Assemblies.

commence preliminary research work on the projects to

The Company actively cooperated with the Organization

extend the broad-gauge railway to the Central Europe.

for Railway Cooperation, UN ECU, UN ESCAP, and EU

It was decided that JSCo «Russian Railways» operate on

organizations. Current arrangements and projects are

a new container route of the 5th ITC stretching from

aimed to optimize rail service and increase the Company's

North Adriatic ports through the Eastern Europe to

Eurasian freight traffic volumes.

attract transit freight traffic flows to this direction and
ensure project profitability. JSCo Transcontainer signed
a long-term lease agreement for a transfer terminal in

On 14–15 February 2008, the international railway

Dobra, Eastern Slovakia.

business forum «Strategic Partnership 1520: Baltic

General goals of the four parties on attracting freight

Region» was held in Riga.

traffic flows to the Asia – Russia Central Europe route

The Baltic Region has a favorable geographical location,

and achieving competitive advantages over road and sea

in relation to the Eurasian transport network, and a well-

carries are disclosed in the documents signed in 2008.

developed transport infrastructure. Major East- West

The overall international strategy of JSCo «Russian

and North – South international transport corridors

Railways» in 2008 was to strengthen positions of the

are running across the region. Uniform gauge, technical

Russian railways in the Eurasian transportation services

and technological standards, and historical cooperation

market. The strategy is realized in the environment of

offers us unique competitive advantages in the global

growing global competition with foreign railways and

transport market, president of JSCo «Russian Railways»

other transport companies. Taking into account the

Vladimir Yakunin said. – We consider the railways of

global financial crisis, the foremost business goal of JSCo

the Baltic states as our strategic partners and believe

«Russian Railways» is to ensure economic efficiency of

that our cooperation would be of ultimate benefit to

certain projects and return on investments.

relationships between our countries.
On 17 April 2008, JSCo «Russian Railways» and
Department for organization and implementation of
railway projects of Great Socialist People's Libyan Arab
Jamahiriya in the presence of the Russian and Libyan
heads Vladimir Putin and Muammar Kaddafi signed a
contract for the construction of Sirt-Benghazi railroad,
554 km long, for EUR 2.2 billion. The new railroad along
the Mediterranean sea coast will connect major Libyan
cities. The construction will be completed in 4 years.

The Company's current position
in the industry

VI
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The Company's current position

The latter group is comprised of the following major

in the industry

companies: GlobalTrans (N-Trans (formerly Severstaltrans)
comprising New Forwarding Company and Sevtekhnotrans),
LLC Firm Transgarant (part of FESCO Group), Eurosib

The major markets of the Company

SPb, Far Eastern Transport Group.

The share of rail transport in the total freight turnover

Globaltrans Investment PLC

of the country's transportation network increased from

Omirou 20, Agios Nikolaos, P.C.3095, Limassol, Cyprus.

42.5% in 2007 to 42.7% in 2008, while the share in the

The GlobalTrans Group (N-Trans, formerly Severstaltrans)

passenger turnover fell from 40.3% in 2007 to 39.1% in

is the largest private transportation company in Russia,

2008.

the CIS and the Baltic states. The Group incorporates

JSCo «Russian Railways» has played a major role in the

more than 20 companies (including New Forwarding

world transport system as well. The country's railway

Company, Sevtekhnotrans, and Estonian companies

network is the world's longest in terms of electrified

Spacecom and Intopex Trans) operating in various sectors

mileage. It is second by the length in use, third by freight

of transportation business. The group encompasses

turnover and the volume of freight transportation,

stevedoring companies operating at the Vostochny Port,

and fourth by passenger turnover and the volume of

the Sea Port of Saint-Petersburg and other ports, rail

passenger transportation.

transport operators, freight and shipping companies.

There are operating companies at the market set up

The companies of the group offer a complete set of

by major natural resources and production financial-

international and domestic forwarding services using

industrial groups (FIGs) and holdings, and independent

railway, sea, river and motor transport. The companies'

operating companies established by private investors.

operations are mostly represented by multimodal

The former group is represented by the following majors:

transportation. The fleet in operation consists of over

LUKoil-Trans, MMK-Trans, Transportation Management

21 thousand freight cars.

Company, the Ore Transportation Center (Metalloinvest),
Fintrans (Ilim Pulp), Spetstsisterny (JSC Sibur), and
Uralkali.

Changes in the structure of freight and passenger turnover within 2007–2008,
by means of transport (%) (Rosstat data)
Name

2007

2008

Change in share, p.p.

Railway

42.5

42.7

+0.2

Motor vehicles

4.2

4.4

+0.2

Sea

1.3

1.7

+0.4

Internal water

1.7

1.3

–0.4

Air (transport aviation)

0.1

0.1

0

Pipelines

50.2

49.8

–0.4

Railway

40.3

39.1

–1.2

Bus transport

34.1

33.5

–0.6

Air (transport aviation)

25.6

27.2

+1.6

Freight turnover, by means of transport

Passenger turnover, by means of transport*

* – excluding the passenger turnover of the urban,
internal water and sea transport
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The Russian railways in the global transportation system
By length in use, thousands of km

By electrified mileage, thousands of km

226.05 (152.23)
USA (1st class)

42.91
Russia

85.22

24.40

Russia

China (CR)

77.00 (63.40)

19.61

China (CR)

Germany

63.33

18.94

India

India

48.24

14.32

Canada

France

By volume of freight transportation, millions of tons

By volume of passenger transportation, millions of pass.

2883.0 (2455.0)
China (CR)

22243.5 (8778.2)
Japan (JRG)

2078.8 (1775.0)
USA (1st class)

5725.0
India

1311.6

1854.0

Russia

Germany

666.5

1338.6

India

Russia

641.2

1256.6 (1197.3)

Australia

China (CR)

By freight turnover, billions of tkm

By passenger turnover, billions of passenger-km

2639.8 (2586.4)

662.21 (635.33)
China (CR)

USA (1st class)

2195.45 (2055.72)

615.63
India

China (CR)

1950.8

395.91 (249.0)
Japan (JRG)

Russia

439.60

177.64
Russia

India

355.83
Canada

78.47
France
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LLC Firm Transgarant

cargo. The company manages a fleet of 11,800 cars,

105005, Moscow, Radio Str., 24, bld.1

which is made up of covered boxcars, minerals cars,

LLC Firm Transgarant is one of the leaders of the

open wagons, timber flatcar, tank cars, woodchip cars

transportation market in Russia operating as part of

and multi-purpose flatcars. The Company owns a rolling

the FESCO Transportation Group. It offers railway

stock of 6.9 thousand cars.

transportation services with regard to industrial freight.
The company manages a fleet of more than 16.5 thousand

MMK-Trans

freight railway cars.

129019, Moscow, Nashchokinsky per., 14

MMK-Trans was established in November 1999 to offer
Far Eastern Transport Group

a comprehensive set of transportation services to the

107045, Moscow, Posledny per., 11, bld.1

Magnitogorsk Iron and Steel Works. In 2008, MMK-

Organized in 2003, the group comprises twenty companies

Trans was engaged to transport practically all of the

located in Russia, Kazakhstan and Uzbekistan, including

MMK-produced export metal goods, as well as over one

such entities as Dallestrans, Vostoktranscompany,

third of the total volume of raw iron ore supplied to

Dalneftetrans, Vostoktransfrakht, etc. The company

the Magnitogorsk Iron and Steel Works. The Company

manages a fleet of more than 13 thousand freight cars

manages a fleet of 3.5 thousand cars.

and 10 thousand railway containers.

Freight operations

Eurosib SPb
197046, Saint Petersburg, Michurinskaya Str., 4

Founded in 1992. The transportation business of Eurosib

JSCo «Russian Railways» does not currently occupy a

SPb Group is represented by mutual cooperation between

leading position in terms of rolling stock operation.

the following three companies: Eurosib-Logistics, Eurosib

The state measures aimed at implementing the railway

SPb-Transportation Systems, and Eurosib-Terminal.

tariff policy served as a powerful incentive for the expan-

Eurosib SPb is engaged in the shipping, handling and

sion of competition inside the industry. Today the freight

transshipment of general cargo (including oversized

car fleet managed by operating companies independent of

and extra-weight cargo), bulk cargo (including minerals,

JSCo «Russian Railways» has exceeded 386 thousand.

chemical products and metal industry products), car kits

In 2008, the market concentration ratio (percentage of

and car components, paper and cardboard, containerized

the freight turnover attributable to the rolling stock of

Dynamics of freight turnover and the income from freight transportation, 2004–2008

3,000.00

900
800

2,500.00
700
600

2,000.00

500
1,500.00
400
300

1,000.00

200
500.00
100
0.00

0
2003
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2007

billions
of ton-km

2008
billions

Freight turnover, billions of ton-km
Total income from freight transportation, billions of rubles

of rubles
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Rail freight carriage in private railway cars by type of rolling stock,
in % to total carriage

2003

2004

2005

2006

2007

2008

Tank cars

58.8

65.0

67.1

67

70.7

88.7

Dumpcars

43.9

74.3

74.1

78

82.8

80.8

Pellet cars

71.3

91.3

95.9

93

89.5.

73.9

Platforms

43.1

43.4

52.5

57

62.4

66.5

the three major owning companies in the total freight

cars in 2008 accounted for 41% of the total cargo railway

turnover on the railway network) reached 59.2% which

traffic in Russia.

is a 1.3 time decrease compared to the level of 2003.

During the last five years the share of cargo carried in

The Herfindahl-Hirschman Index of market concentration

private railway cars grew by 9.5 p.p. to reach 41% up

(a sum of the squares of the percentage shares in the

from 31.5%.

freight turnover held by all the entities operating on

In performing the structural transformations of the

the transportation market) for the period between

railway transport, JSCo «Russian Railways» facilitates

2003–2008 decreased almost three times. In 2008, it

the steady operation of the transportation system, and

equaled 1,939, i.e. less than 2,000 which is indicative

the accessibility, safety, and high quality of the services

of opportunities for competition in the area of rolling

rendered, thus contributing to a dynamic development

stock operation.

of the national economy.

In general, there has been a decrease in concentration

During the process of restructuring the railway transport,

on the freight railway transportation market over the

the freight car market saw growth in the volume of cargo

period under review to a moderate level which facilitated

carried in private railway cars.

growth of a competitive environment at the market.

The healthy growth in the relative volume of cargo

The volume of cargo carried in private or leased railway

carried in private railway cars in 2008 (17.1 p.p. in rail
freight carriage, and 11.1 p.p. in turnover) was due to
the establishment of JSCo First Freight Company.
There is currently a widespread competition in the

35

34

41

various cargoes. The share of cargo carried in private
38.5

industry for the provision of freight cars for transporting

in 2004 through 2008, %
31.5

Share of cargo carried in private railway cars

railway cars in 2008 is as follows: oil and petroleum
products – 86.6%; chemical and mineral fertilizers –
79.5%; ores—57.3%, timber – 48.0%.
With regard to transportation modes the following
in terms of freight stock ownership.

9.3

1.2

1.0

changes occurred in the structure of freight carriage
During 2003-2004, as a result of applying reduced tariffs
exporters (importers) of products switched over to
using sea ports instead of land border crossing points.
A start was given to the long and extra-long distance
transportation of export freight. This produced a negative
effect on the economy of the Russian Federation with

49.7

60.3

64

66

68.5

JSCo «Russian Railways» suffering irrecoverable losses.
Export-oriented industries delivering goods through
railway border crossing points enjoyed significant benefits
not related to their business activities, while domestic
2004

2005

2006

2007

2008

commodity producers serving the domestic market faced
excess tariff burden. However, the benefits derived by the

JSCo «Russian Railways» (excluding subsidiaries)

export-oriented industries were substantially withdrawn

Subsidiaries and affiliates of JSCo «Russian Railways»

by intermediary entities, and other carriers, including

Other owners

those located abroad.
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Share of the freight turnover of, and carriage in private railway cars in the domestic freight traffic, %

23.1

28.3

32

33.1

37.8

48.8

20.1

27.8

30.8

32.4

36.7

45.3

2003

2004

2005

2006

2007

2008

Carriage
Freight turnover

The measures being implemented since 2005 aimed

of JSCo «Russian Railways». In 2006, the share of freight

at the alignment and unification of railway freight

transported through the ports of Russia reduced (against

transportation tariffs have allowed for a convergence

the respective growth in the volume of freight carried

of tariffs applied for domestic and international freight

through border transfer stations) almost to reach the

carriage which resulted in reduction of the income losses

level of the year 2003.

Share of the freight turnover of, and carriage in private railway cars through Russian ports, %

2003

36.2

41.6

47.4

46.7

49.2

63.4

22.2

29.1

37.3

34.9

37

55.5

2004
Carriage
Freight turnover

2005

2006

2007

2008
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Share of the freight turnover of, and carriage in private railway cars in transit freight traffic, %

7.9

14.4

19.8

21.3

23.9

28.2

4.7

8.8

12.3

15.1

18.7

24.6

2003

2004

2005

2006

2007

2008

Carriage
Freight turnover

In 2008, 1.304 billion tons of cargo was submitted for

at 32.4% and the medium-profit segment reduced from

railway transportation, which is 3% less than in 2007. As

8.4% to 7.6%, the share of low-profit cargo increased

compared to 2003, the tonnage handled grew by 12.3%.

primarily due to growth in the share of coal.

The freight handling structure declined in 2008 year-

In 2008, the average tonnage handled daily reached

on-year. With the high-profit cargo segment retained

3,562 thousand tons.

Share of the freight turnover of, and carriage in private railway cars through border crossing points, %

2003

35.4

38

37.9

38.2

39

49.2

27.8

24

23.8

25.2

27.8

47.2

2004
Carriage
Freight turnover

2005

2006

2007

2008
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Dynamics of average tonnage handled daily in 2004 through 2008, in thousands of tons
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Growth of the tonnage handled was quite dynamic

deterioration in dynamics with the tonnage handled

during the first six months (+5.3% during the first

remaining at the level of 2007 and lower. The railway

quarter; +2.9% following the results of the first six

transport suffered most from the crisis during the fourth

months). However, during the latter half of the year the

quarter of the year when the crisis spread into the real

dramatic manifestation of the crisis at the market caused

economy driving a number of industries into production

Dynamics of change in tonnage handled in 2003 through 2008

107.1

105.2

104.3

103.0

Growth in the tonnage

102.5

2003

2004

2005

2006

handled, % year-on-year

1303.7

1344.2

1311.3

1273.1

1220.9

1160.8

97.0

Tonnage handled,
millions of tons

2007

2008
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Dynamics of freight tonnage handled in 2008
107.4
105.3
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104.8
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Growth rate of tonnage

102.4
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99.7
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101.2

handled, % year-on-year
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99.2
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as of 1 January
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21.6
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19.0
16.0

15.0

15.4

14.7

14.7

14.4

16.2
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95.6

March		

February		

of freight at warehouses

79,9

May		

April		

month, % year-on-year

The remainder

of consignors,
73,7

January		

Growth rate of tonnage handled for the

July		

June		

curtailment. Losses in the tonnage handled during the
fourth quarter (–16.9%) leveled down the positive growth

September

August		

millions of tons
(as of end of month)

November
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December

Improvement of the freight transportation
services distribution and marketing system

since the start of the year.
Despite the economic situation, there has been a dynamic

Improvement of the freight distribution

increase in the tonnage handled overall for the year

and marketing system

with respect to the following: coal (3.6%, or +10.2 million

In 2008, JSCo «Russian Railways amended the principles

tons), imports (+8.6%, or +1.2 million tons), meat and

and approaches with regard to its marketing policy.

tallow oil (+6.6%), potato, vegetables and fruit (+7.4%),

The Company identified the following core activities:

machinery and equipment (+5.3%). Another important

monitoring exposure to internal and external environment;

factor is the positive dynamics retained in container

market segmentation involving the identification of key

tonnage handled (+0.5%).

industries, manufacturing enterprises, and the major

Taken the level of cargo profitability, the cargo traffic

customers of JSCo «Russian Railways».

structure of JSCo «Russian Railways» is essentially

The decision contributed to understanding the amount

different from the structure of cargo traffic in railway cars

of exposure attributable to the operating activities of

owned by independent private entities. While the share

JSCo «Russian Railways» as a result of changes in the

of high-profit cargo in the cargo traffic of JSC «Russian

market conditions, process chains between producers

Railways» equaled 18.7% in 2008, it reaches 44.2% wit

and raw materials suppliers, the structure of major

respect to the cargo carried in private-owned railway

holdings and corporations. Moreover, it served as basis

cars. The stock owned by JSCo «Russian Railways» is

for the formation of the sales structure of JSCo «Russian

generally involved in the transportation of low-profit

Railways», as well as for positioning it as a client-oriented

cargo (with a 71.2% share).

company.
Market mechanisms for order management
In 2008, JSC «Russian Railways» developed a concept for
customer order management based on infrastructural
restrictions. The main objective is for an efficient use of
the throughput of JSCo «Russian Railways» infrastructure
aimed at complete execution of the orders coming from
railway transport services users. The technology is unique
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in providing an opportunity for online consideration of

170 shipping companies contractually bound with the

orders from customers, as well as for making decisions

CHCRS of JSCo «Russian Railways» with respect to

aimed at order execution or reassignment, based on the

settlements and transfer of charges assessed for the

unbiased assessment of the whole set of infrastructural

carriage of cargo via the railway network.

throughput restrictions. Implementation of the technology
will undoubtedly result both in improving the quality of

Implementation of electronic digital signature

customer service, increasing the transportation volume,

In 2008, in pursuance of Order of V.I. Yakunin No. 3485р

and the reduction of costs associated with difficulties

dated 28 October 2004, JSCo «Russian Railways»

that hamper cargo flows through the JSCo «Russian

continued work for the implementation of electronic

Railways» infrastructure.

management of client documentation in what concerns
the execution of documents for freight transportation

Implementing the Single business

using electronic digital signature.

account technology

In pursuance of Order of JSCo «Russian Railways»

Starting the fourth quarter of 2007, work was launched

No. 1688р dated 11 August 2006, in 2008 the Company

on implementation of the Project for the Development

proceeded with the implementation of EDS-based

of a System for Maintaining Single Business Accounts

electronic document management system in executing

of Customers (SBA) within the Single System for Auto-

GU-12 Form-based applications for freight transportation

mated Enterprise Financial and Resource Planning (SS

services.

AEFRP).

As of 31 December 2008, customers filed more than

In November 2007, the SBA maintenance system was

30% applications for freight transportation using the

operated within a dedicated railway section encompass-

Automated System of Electronic Waybills (ASEW), about

ing a number of shipping companies bound by a settle-

13% of which were executed directly from the customers'

ment agreement with the Center for High-Comfort Rail

offices using EDS.

Services (CHCRS) of JSCo «Russian Railways».

During the period from 1 January 2008 through 31 De-

On 21 December 2007, following results of the test op-

cember 2008, 772 contracts were concluded in the railway

eration of the System for SBA Maintenance within SS

transportation area with respect to electronic data in-

AEFRP, the JSCo «Russian Railways» Committee ap-

terchange, with 116 contracts executed in the CHCRS.

proved the software for commercial use.

Pursuant to the agreement with CJSC Company Tran-

The objectives for the implementation of the Single Busi-

sTeleCom, on 5 December 2008 the Company finished

ness Accounts of Customers (SBA) are as follows:

the work on the provision of EDS to all the employees

•

Fusion of data on financial inflows from freight trans-

of the railway CTS system.

portation services;

Today all the stations within the network are equipped

Provision of services to the customers of JSCo «Rus-

with electronic digital signature facilities; engineering

sian Railways» on a totally new level of quality;

of the ASEW software has been completed in terms of

Provision for consolidated accounting of settlements

the execution of shipping documents for domestic trans-

with the customers of the SHCRS business units.

portation services.

•
•

Automated real-time maintenance of SBA register
attributable to each customer provides for the display

Enhancement of operating efficiency

of cash inflows in return for the services rendered, as

During 2008, the Company continued work on technological

well as for the display of transactions related to carriage

development aimed at improving the quality of railway

and other charges, and the online determination of

transport services to customers. This primarily refers to

balances on settlements with clients.

the development of electronic document management with

Starting the fourth quarter of 2007, work was launched

the Company's customers which enables consignors to file

on implementation of the Project for the Development

and adjust applications for freight transportation directly

of a System for Maintaining Single Business Accounts

from offices. Moreover, consignors may receive application

of Customers (SBA) within the Single System for

approvals from JSCo «Russian Railways», execute shipping

Automated Enterprise Financial and Resource Planning

documents, perform real-time management over the

(SS AEFRP).

electronic document workflow between the consignor

The key benefits the customer derives from the SBA

and JSCo «Russian Railways» at the initiation stage of

maintenance is the conclusion of a single contract with

transportation services. Eight hundred contracts were

JSCo «Russian Railways» within the selected location

concluded with the major enterprises. Today over 30%

for the maintenance of SBA (one of the 17 railways,

of applications for freight transportation are submitted

CHCRS).

in an electronic form.

In January 2008, a one-time transfer was executed

The Company continues the expansion of the traction

towards the SBA-based system of settlements with the

management technology based on the results obtained at
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the Rybnoye-Chelyabinsk railway section encompassing

(700 trains), with a total of 8.5 thousand combined trains

six new vast sections within a railway network totaling a

made up within the network (in 2007: 1,800 trains),

length of 12,230 km. According to preliminary estimates,

which produced a profound effect on the throughput of

this will permit the Company to reduce operating expenses

the above railways.

by no less than RUB 980 million per year.

For the purpose of reducing its operating expenses, the

The Company is engaged in extending the secure haul

Company practices diverting a part of transit railway car

distance guarantee in respect of passing freight railway

traffic from diesel traction railway lines onto electrified

cars. In 2008, 36 maintenance sections were renegotiated

railways. Decisions have already been taken in respect

for a 100-km increase in length extending average length

of the following three railway lines: Khani-Tynda-

to 1,018 km. The extension of the secure haul distance

Komsomolsk; Solvychegodsk-Susolovka-Lyangasovo;

guarantee allowed the Company to cut operating expenses

and Ivanovo-Novki-Kovrov. In December 2008, more than

by RUB 86.1 million due to a reduction in the detention

6.5 thousand railway cars were diverted resulting in a

time at technical stations.

real economic benefit of a RUB 16.5 million cutdown in

Due to a substantial economic effect from reducing the

operating expenses.

detention time for the train crew change-over, there has

For the successful performance of work on the

been extension of the train crews' tours of duty, reduction

infrastructure repairs more emphasis was placed on

in the overhead time for the train crew to change over,

the directive schedule for railway track maintenance

and enhancement of the system for locomotive trains

during 2009 which contains a provision for optimizing the

management. In 2008, the average train crew tour of

number, duration, positioning and priority in providing

duty was extended by 30 km to stretch for 230 km.

«gaps» within the railway sections for diverting railway

Meanwhile, the length of the tours of duty within certain

car traffic .

railway sections reaches 350 km which implies 9 to 10

The shunting yards are in the process of further

working hours for train crews.

development and automation. In 2008, the hump at the

For the purpose of reinforcing and enhancing its

Chelyabinsk-Glavny Station was automated. The plan

competitiveness at the transit carriage market, the

for 2009 envisages completion of the automation of the

Company engages in resolving issues related to revision

hump yard at the Orekhovo-Zuyevo Station, as well as

of secure haul distance guarantees for passing container

further work on the Sverdlovsk Station shunting yard

trains. During 2008, the Company established four new

and the Inskaya Station. In addition, work is planned on

maintenance sections with an average length of 1,100

the Chernyakhovsk and Ust-Luga Stations implying the

km. The optimization of operation methods, reduction in

use of innovative minimally manned technologies.

the number of layovers for container trains, as well as

The Company has completed a shift to paperless technology

in the time for train maintenance checks and locomotive

in maintaining its schedule of traffic handled using the

train service technologies facilitated reduction in the

GID Ural-VNIIZhT system at all the dispatch sections

running time of trains form 11.2 to 10.8 days. A 9.2-

equipped with centralized traffic and dispatch control

day objective was assigned for 2009. The 2009/2010

systems. The Company provided all the unequipped

schedule envisages an increase in the mean speed of

dispatch sections with field devices. Today 214 out of

container trains to 840 km per day on average (in 2008:

319 dispatch sections equipped with the GID Ural system

826 km per day).

use paperless technology in maintaining its automated

With respect to the 2008 schedule, the measures

schedule of traffic handled.

implemented contributed to an increase in the weighted

The Company engages in the segregation of tasks related

average speed of freight trains within the network of up

to management over transportation activities, the

to 72 km/h, or 1.6 km/h compared with 2003.

establishment of the Traffic Management Directorate

Driven by the implementation of the anti-crisis program,

as a branch of JSCo «Russian Railways» intended to

the Company will continue to facilitate the development

facilitate the Company in resolving issues pertaining

of heavy-haul traffic. In 2008, 92 thousand heavy-tonnage

to vertical consolidation, enhancing the technological

trains were handled, which constitutes a 58% increase

effectiveness of the transportation process, and assuring

year-on-year. The arrangements related to optimization

its extraterritoriality.

of heavy-haul traffic resulted in a 23-ton increase in
the average weight of a freight train, a reduction in the
number of train crews engaged by more than 500, and
a RUB 250 million cutdown in operating expenses.
The number of combined freight trains handled grew for
a number of railways. The following railways are leaders
in this respect: Gorkovskaya (2,200 trains handled),
Yuzhno-Uralskaya (2,000 trains), Zapadno-Sibirskaya
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Reform of the corporate freight
transportation services system, and the
system of distribution and marketing

Passenger operations
See also Appendices 23–25.

For the purpose of implementing Framework No. 330p
dated 19 February 2008 for the Management System of

During the period from 2003 through 2008, over 7.5

the Holding Company organized as a result of reforming

billion passengers used railway services, including 0.8

JSCo «Russian Railways», the Company made a decision

billion using long-distance and over 6.7 billion using

to establish a Marketing Directorate (SHCRS) as a branch

suburban transportation services.

of JSCo «Russian Railways». In 2008, for the purpose

Following the 2008 operating results, 1.3 billion

of preparing the issue of establishing the Marketing

passengers used railway transportation services (101%

Directorate (SHCRS) as a branch of JSCo «Russian

year-on-year).

Railways» for discussion by the Board of Directors of

According to the 2003 schedule, the weighted average

JSCo «Russian Railways» and the parties concerned, the

speed was 85.7 km/h for passenger trains, while in 2008

CHCRS explored the following topics:

it reached 89.1 km/h increasing the weighted average

•

The current operating condition of the System for

speed of passenger trains by 3.4 km/h.

High-Comfort Rail Service (hereinafter, «SHCRS»);

Over the summer railway transportation campaign

T he opportunities and benefits arising from the

of 2008, more than 38.8 million people employed the

establishment of a business unit for the promotion

services offered by the Federal Passenger Directorate,

of railway transportation services offered by JSCo

thus producing a 4.6% increase year-on-year. Revenues

«Russian Railways» through segregation of a number

grew 23.3% totaling RUB 49.8 billion. Due to an efficient

of subdivisions responsible for selling freight

railway car fleet management, the Company reached a

transportation services followed by the institution

78.2% level of capacity utilization.

of the Marketing Directorate (SHCRS) as a branch of

Like last year, the peak traffic volume fell on the first

JSCo «Russian Railways» on the basis of the CHCRS

decade of August. The average daily long-distance

of JSCo «Russian Railways»;

passenger traffic during the period settled on a level of

Special emphasis to the issues of cooperation between

547 thousand people symbolizing a 2% increase compared

the Marketing Directorate (SHCRS) and other business

to 2007. The Russian Black Sea resorts and the Crimea

units established as a result of reforming JSCo

traditionally enjoy the highest popularity during the

«Russian Railways».

summer months. Over 760 thousand passengers traveled

•

•

Following the results of the work performed, the Company

to the Crimean Black Sea coast in the summer period. The

prepared a set of documents for the Board of Directors of

aggregate passenger traffic growth was 107%, including

JSCo «Russian Railways» in respect of the establishment

a 5% increase in the number of passengers heading to

of the Marketing Directorate (SHCRS).

Simferopol, a 13% increase in the number of passengers

Dynamics of passenger turnover and the income from passenger transportation in 2004 through 2008

190

200

180
150
170
100

160

50

150

0

140
2003

2004

2005

2006

2007

2008
Billions

Billions
of ton-km

Passenger turnover, in billions of passenger-km
Total income from passenger transportation, billions of rubles

of rubles

The Company's current position

61

in the industry

going to Sevastopol, an 8% increase in the number of

By the end of 2008, JSCo «Russian Railways» was bound

those traveling to Yevpatoriya, and a 12% increase in the

by contractual agreements with 30 regions providing

number of passengers heading to Feodosiya.

for a gradual transition to full compensation of income

The number of passengers going to the Caucasian Black

losses incurred as a result of state regulation over

Sea coast reduced 1.9%, which is primarily attributable to

tariffs for suburban services, and transition to ordering

the construction of infrastructure for the «Sochi 2014»

a scope of work to be performed with the conclusion of

Olympic Games, while passenger traffic to Anapa and

relevant agreements. In 2009, the process should cover

Novorossisk grew 12% and 3%, respectively.

all the constituent entities of Russia (with 40 agreements

In recent years the transportation services market

signed so far).

saw a rise in the demand for passenger service using

The total amount of funding obtained from the budgets

upper class railway cars. In 2008, the geography of

of the federal constituent entities in 2008 equaled RUB

services using this type of railway cars was extended

2.6 billion aimed at financing the income losses from the

to include the following regular services: Moscow-Saint-

regulation over tariffs for suburban passenger service

Petersburg, Nizhni Novgorod, Voronezh, Rostov, Veliky

(including suburban companies).

Novgorod, Adler, Kislovodsk. Such cars are used on 12

At the same time, the Company and the constituent

transportation routes, including two international ones

entities continued to create suburban passenger transit

(Berlin and Helsinki). The number of people using this

companies. Today 11 such companies have been established

type of railway cars reached more than 60 thousand

with the assistance from the federal constituent entities.

resulting in a 2.4% growth of such cars' share in the

The same work aimed at the establishment of suburban

total transportation services market. There are plans

transit companies continues in more than 30 other

for further extension of the geography of services based

regions of Russia.

on the luxury cars.
Starting 1 July 2008, the Company offered a 20% discount

Independent passenger carriers

for travel in compartment cars and first class sleeping

For long-distance transportation, a Moscow-Saint

cars of numbered in the 400 and 500 series (RUB 81

Petersburg service was launched by the following two

million of extra income, and a 4% increase in the passenger

independent carriers: ZAO TC Grand Service Express

traffic in the given sector). During the period between the

and OOO Tverskoy Express.

18 and 28 of August the geography of the 20% discount

An agreement was signed with OOO ITC Arsenal for the

was expanded to apply to compartment cars on certain

transportation of passengers along the Chelyabinsk –

trains heading the Black Sea coast of the North Caucasus,

Kislovodsk route. The company is expected to start

Adler, Anapa, Novorossisk, and Yeysk. During the discount

transportation activities in April 2009.

campaign, the Company enjoyed a 25% increase in the

In total, private carriers transported 473 thousand

sales of travel documents within the target train group.

passengers, which is equal to 0.4% of the total number

Such campaigns drive consumer demand for compartment

of passengers traveling long distance.

cars and first class sleeping cars.

The creation of subsidiary suburban transit companies

The total number of passengers using suburban trans-

represents one of the directions on the Company's

portation services reached 1,159.9 million, which is

Program for restructuring the railway transport. It is

14.6 million passengers (or 1.3%) above the level of the

intended to reduce the loss-making suburban passenger

previous year.

transit service, and to enhance the quality of services

Suburban railway transportation services are available

to passengers.

within 73 constituent entities of the Russian Federa-

In the conditions where there is no adequate regulatory

tion.

and legal framework governing the compensation of

In 2007–2008, the arrival and passage schedules were

losses incurred by JSCo «Russian Railways» in rendering

executed by on average 99%.

suburban passenger transit services, the Company

As part of the process for execution of the Federal Law

allocates financial support to the business out of the

Concerning State Social Assistance, since 2005 JSCo

profit from the freight transportation operations and

«Russian Railways» has offered certain categories of

insignificant grants from the regional budgets. This makes

citizens a social service taking the form of a free of charge

no contribution to improving the quality of suburban

travel on a suburban train without limiting the number

passenger transit services.

or itinerary of trips. Compensation of the income lost by

The solution to the above issues lies in the establishment

JSCo «Russian Railways» in the period between 2005 –

of companies. The main factors underlying a successful

first half of 2008 was envisaged in the agreement with

and dynamic development of the business and industrial

Roszdrav, and with the Russian Ministry of Health and

activities of the Company are a completed balance sheet,

Social Development in respect of the period starting

independent management over the revenue from the

from the second half of 2008.

sale of tickets, and the allocation of revenue for the
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development of the complex with maximum efficiency.

hauled passenger railway cars. A tender was conducted to

Independence in HR-related matters will facilitate the

select the partner for the design, support and localization

improvement of the quality of passenger services,

of the bilevel railway cars production. The tender was

suburban transit services, as well as an increase in

won by the ALSTOM Transport company.

the pay-off from the fare-dodging control system, and,

A draft contract is under preparation for the production

consequently, a rise in income.		

and delivery of a lineup of bilevel railway cars along

Currently, the following seven carriers established with

with a gradual shift of the production process onto

the involvement of JSCo «Russian Railways» render

the territory of the Russian federation. Specification

suburban passenger transit services on the territory

requirements were developed for new RIC passenger

of Russia:

railway cars for to set up communication between the

•

JSCo Central Suburban Passenger Company on the

1,520 mm and 1,435 mm gauges. Today a draft of the

Moscow Railway;

Terms of reference is under development and a draft

J SCo Express-Suburban on the West Siberian

contract has been prepared for the delivery of this type

Railway;

of railway cars for JSCo «Russian Railways». Selection

J SCo Omsk-Suburban on the West Siberian

of a supplier is in progress.

Railway;

In 2008, 125 Model 61-4440 railway cars (compartment

J SCo Kuzbass-Suburban on the West Siberian

type), 22 Model 61-4454 railway cars (staff compartment),

Railway;

and 7 Model 61-4447 railway cars (hard sleeper) were put

•

JSCo Altay-Suburban on the West Siberian Railway;

into service. A test sample of a Model 61-44ХХ railway car

•

OAO North Western Suburban Passenger Transit

was manufactured with compartments for 6 persons each.

Company on the Oktyabrskaya Railway;

Terms of Reference were drawn up for the production

•
•
•

OAO Krasprigorod on the Krasnoyarsk Railway.

of locomotive-hauled passenger railway cars for the

Based on the 2008 results, performance of the

permanently coupled Model 61-4462 (compartment) and

transportation companies was as follows: number of

Model 61-4463 (staff compartment) trains, as well as for

passengers carried – 157,670 thousand (13.6% of the total

the dining car of a permanently coupled train and for

carriage volume for the network); passenger turnover –

the dining car of a locomotive-hauled train.

6,894 million passenger-km (14.8% of the total carriage

During 2008, 1,042 new passenger railway cars were

volume for the network).

purchased, which is 92 railway cars more compared to

•

2007. Compared to 2007, there have been improvements

Improvement of transportation quality,
rolling stock modernization,
and the development of passenger
transportation infrastructure

in the structure of the passenger railway car fleet. In

Qualitative characteristics make the corner-stone along

Compared to the previous year, there have been

with the quantitative indication of the scope of passenger

improvements in the structure of the passenger railway

services provided. This is primarily attributable to

car fleet. In particular, the compartment fleet grew by

ensuring comfortable travel conditions and extending

261 railway cars (3%), while the number of first class

the scope of services rendered.

sleeping cars grew by 37 units (3%).

The appeal of the passenger rail travel, its competitiveness

Work is in progress to introduce additional luxury sleeping

in relation to other means of transport is generally

cars whose state-of-the-art design and equipment provide

dependent on the technical condition, the level of comfort

for the maximum level of service and comfort on the way.

and the structure of passenger rolling stock.

Altogether, 106 branded trains and 42 luxury railway

In 2004 through 2008, the Company engaged in a search

cars are operated within the railway network.

for new solutions with regard to the provision of passenger

The rolling stock allocated to the Company includes

transportation services and more comfortable travel

more than 4.5 thousand railway cars equipped with eco-

conditions. Work was done related to the design of next-

friendly toilet complexes (18% of the entire stock), and

generation railway cars.

more than 10 thousand railway cars equipped with air-

JSCo «Russian Railways» performed a full cycle of

conditioning facilities (40% of the stock).

design and testing followed by initiating the submission

During the recent years the Company undertook the

of railway cars into the 61-44ХХ series railway car

reconstruction and overhaul of the passenger car

network organized in compliance with the specification

depots and lay-outs. In 2008 new capacities worth RUB

requirements for locomotive-hauled passenger railway

6,997 million were put into operation the most significant

cars based on unified platforms. OAO TVZ was selected

of which are the VChD-1 passenger railway car depot

as producer for the new railway cars. Specification

(the construction of a railway car wash facility, a repair

requirements were developed for the bilevel locomotive-

and maintenance shop; reconstruction of the Moscow-

particular, the compartment fleet grew by 261 railway
cars (3%), while the number of first class sleeping cars
grew by 37 units (3%).
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Passazhirskaya Oktyabrskaya servicing yards) worth

According to the Workplan for the Implementation of a

of RUB 3,089 million; and VChD-1 passenger railway

Transactional Information System of Payment for the

car depot (reconstruction implying expansion of the

Fare and Services Using Electronic Plastic Cards, on

passenger railway car depot) worth RUB 2,590 million.

29 April 2008 JSCo «Russian Railways» and the Russian

In August 2008, a regular suburban service was

Sberkart payment system launched a pilot project along

launched on the Moscow-Kurskaya Passazhirskaya –

the Moscow-Yaroslavskaya – Mytishchi route. The use of

Zheleznodorozhnaya route for which the Company

bank cards is an interim step in a transition to the Touch

purchased five eleven-car electric train sets with a refined

& Travel passenger service technology which is designed

interior design. This provided the most comfortable

by JSCo «Russian Railways» in cooperation with the

conditions for traveling via the Gorki suburban route

technology development partners, ZAO TransTeleCom and

using the electric trains allocated to the Moscow hub.

OAO TransCreditBank. On 6 May 2008, the Government

A number of new and more technologically sophisticated

signed Decree No.369 which adjusted the controversies

railway stations have recently been put into operation, the

in the regulatory and legislative framework with regard

passenger car depot and lay-outs have been overhauled and

to the approval of registered high-security forms.

reconstructed. During 2007, the new Svetlogorsk-2 and

The decision substantially facilitated the completion of

Chelyabinsk railway stations commenced operations on the

the measures currently implemented in respect of the

Kaliningrad and South Urals railroads, respectively.

introduction of new technologies for selling travel tickets.

The list of services available for passengers at railway

Every year the Company acquires new comfortable and

stations and on the trains is constantly extended.

up-to-date passenger cars and brings in a whole new

Railway transport users were offered a new service –

range of services. This includes arrangement of children’s

issuance of e-tickets for long-distance passenger trains

entertainment facilities, libraries, taxi hiring services,

with an option to pay via the corporate JSCo «Russian

hotel reservation, booking and sale of railway tickets,

Railways» web-portal using bank cards. Based on the

video-programs, etc.

results of analysis of the sales of travel documents

For passenger security purposes all the cars are equipped

which were paid for via the internet, the share of the

with video surveillance systems empowering the train

travel documents sold and paid for via the corporate

steward to stay aware of the situation from the service

web-portal of JSCo «Russian Railways» in 2008 grew

compartment.

57% year-on-year. JSCo «Russian Railways» places a

Passengers are now free to choose between compartments

particular emphasis on the implementation of leading-

for ladies, gentlemen, or co-ed.

edge facilities and methods with respect to all the areas

Information and recreational multimedia services are

of passenger transportation services, including sales

offered to passengers at the Leningrad Station in Moscow,

of e-tickets.

and at the Moscow Station in Saint Petersburg as part

The traditional (paper-based) travel documents are

of a pilot project aimed at enhancing the quality of

substituted by the more flexible technologies of selling

services to passengers. In 2008, a DVD player rental

e-tickets via the internet, a transaction-based self-service

service was successfully introduced on the trains of

terminal, a payment terminal, etc. Implementation of

the North Western and Moscow regional directorates

the up-to-date digital technologies offers every client an

for passenger services, as well as on the Moscow-Berlin

opportunity to choose between a wide variety of means

and Moscow-Paris international routes. The number of

to purchase a travel document (ticket), and the right to

rentals increased seven times, while the approved list of

arrange for their travel unassisted.

trains where the service is available extends the service

In 2008, the Company introduced transaction-based self-

coverage to include 22 trains of the North Western,

service terminals for issuing long-distance tickets.

Northern, Gorki and Moscow regional directorates,

For the purpose of facilitating cooperation with air

including the international Moscow-Helsinki service.

carriers, a technology was designed for the provision

Starting 15 May 2008, the enhanced comfort waiting

of services related to the booking of, and payment for

halls of the 28 standard and first class railway stations

travel documents via the Transport Clearing House offices

(21 standard and 7 first class) offer free of charge

(hereinafter, the «TCH»). The TCH offices arrange for both

services to long-distance passengers traveling luxury

air and railway transportation. The travel documents

or business class.

booked at the TCH offices may be issued in any ticket

Today a number of pilot projects are executed to

window of JSCo «Russian Railways».

renovate the railway stations while improving the

All new projects are implemented on the basis of internet

integrated processual and technological model for their

technologies. The Electronic passenger registration

development.

project is currently at the stage of development. The

Standards and technologies are elaborated in what

project will allow passengers to board the train by-

concerns the provision of services to passengers and

passing ticket windows.

visitors at railway stations (including disabled persons), as
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well as a technology for the implementation of a network
project to accommodate the railway stations with a fast

Description of the Company’s
infrastructure

food and shopping systems, including primarily wellknown brand drug stores.

Railway track structure

The Company performed work on the renovation of the

As of 1 January 2009, the length of the railways in use

Kursk Railway Station in Moscow, including redecoration;

was 85.194 thousand km and the spread of the railway

installation of the latest security, information and

network reached 184.304 thousand km, including:

navigation systems; establishment of efficient renovated

•

the main track of 124.030 thousand km;

trade zones; installation of lifts and escalators for disabled

•

the station track of 50.429 thousand km;

people. Work was launched on the renovation of the

•

the access track of 9.845 thousand km.

Railway Station in Vladimir.

As of the beginning of 2008, along with an increase in

The development of the Concept for the Development

the freight turnover and freight traffic density, the load-

of Railway Stations is at the final stage. The Concept

bearing capacity of the track structure increased due to

stipulation the establishment of multifunctional passenger

increase in the share of P65 type rails and a reduction

transit and interchange hubs and community business

in the light rail network. Today the length of the main

centers with a railway station as a key element.

tracks with Р65 and Р75 type rails is 119.67 thousand

On 10 June 2008, the Company initiated another stage of

km (96.5%). The length of the main tracks with thermally-

the project for the launch of intermodal transportation

improved rails equals 110.58 thousand km, or 89.2% of

services to and from the Sheremetyevo Airport.

the total length of the main track.

Passenger are carried from the Savelovsky Station to

Average freight traffic density went up from 29.1 million

the Sheremetyevo Airport using a new ED4MKM-AERO

ton-km gross p.a. in 2003 to 33.0 million ton-km gross

series rolling stock. Performance of the carrier services

p.a. in 2007. As of the year-end 2008, estimated freight

were undertaken by OJSC Aeroexpress, 50% of the share

traffic density was 33.4 million ton-km gross p.a.

capital of which is owned by JSCo «Russian Railways». In

By the growing freight turnover and freight traffic density

future the intermodal passenger transportation services

in the period from 2004 through 2009, the key indicators

section will be considerably expanded as part of the

for the technical condition of tracks have improved:

process for the transportational integration of the

•

capital's railway stations and airports.

thousand. As of the beginning of 2009, their length

The Company has recently achieved a positive dynamics
in investments into the development of the passenger

was 0.8% of the total length of the main track;
•

complex. This allowed for a significant decrease in the
percentage of fixed assets depreciation, an optimization

including an increase in the comfortability and cruising

During the five years: The defectiveness of the track
switches was reduced to the level of 1.3%;

•

of technological business processes thus taking passenger
transportation services to the next level of development,

The number of flawed rails on a track reduced by 57.1

The deficiency of wooden railway ties on the main
track was reduced to the level of 5.8%;

•

The length of the main track on timber ties decreased
by 15.8 thousand km.

speed of passenger trains.

The work was actively continued to increase the amount

Today the Company's passenger complex has all the

of laying continuously welded rails on reinforced concrete

mechanisms and tools at its disposal which continue

ties and to introduce resilient rail fastenings. The length

to ensure the stability and competitiveness of the

of the track on reinforced concrete sleepers is constantly

Company's operations during the third year of dynamic

growing to reach 16.15 thousand km in the last five years,

restructuring.

or 61.7% of the total length of the main track. The length
of the continuously welded rails grew 3.5-4.0 thousand
km p.a. to reach 71.25 thousand km as of the beginning
of 2009 (57.4% of the total length of the main track).
The ZhBR-65 bearing-free fastening with bar spring
bolted clips, and the ARS-4 boltless rail anchors have
had widespread application over the last five years. The
length of the reinforced concrete tie-based main track
with resilient fastenings equals 11.8 thousand km.
The reduction in the scope of a complete track overhaul
in the last years due to cutbacks in trackworks funding
led to increase in the length of the main track past due
for an overhaul from 14.05 thousand km (11.4% of the
total length of the main track) as of the beginning of
2004 to 18.38 thousand km (14.8%) as of the beginning
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Length of the continuously welded rail, including that with resilient fastenings
Length of the timber tie-based main track

70.9

67.1

63.3

45.4

49.0

53.1

59.8

56.6

60

56.2

52.8

60.6

64.0

80

40

7.9

2005

2006

11.8

6.5

2004

9.8

4.7

3.2

20

2007

2008

0
2003

Resilient fastenings, in thousands of km
Timber tie-based track, in thousands of km
Continuously welded track, in thousands of km

of 2008. As the 2008 turnover was 1.31 times in excess

Length of the main track past due

of that for 2007, the length of the main track past due

for complete overhaul, km

for a complete overhaul was reduced to 17.4 thousand

(in % of the total length of the main track)

km (14%).

railways of Russia extending for 2,420.2 thousand linear

20,000

meters, while in 2008 there were 82,921 structures with
a total length of 2,454.3 thousand linear meters.
Changes in the number of the engineering structures on

15,000

17,400 14.0%

In 2003, there were 82,585 engineering structures on the

18,379 14.8%

Bridge infrastructure

15,119 11.7%

25,000

14,052 11.4%

(2003:89).

15,792 12.8%

indicating a 47 unit reduction against the level of 2003.

19,195 15.5%

The main track valuation score totaled 42 units in 2008,

the railways were primarily caused by the reconstruction
and rebuilding of structures, by the derecognition or

10,000

taking onto the books of JSCo «Russian Railways»
(formerly, the Ministry of Communications of Russia) the
bridges, flyovers, and pipes; the refinement of data at the

5,000

implementation of automated systems for control over
the technical condition of the engineering constructions
within the railway network of Russia (ASSU ISSO).
Following the results of the work performed on the

0
2003

2004

2005

2006

reconstruction of bridges into culvert-based, and the
refinement of data during the certification process, the

1st and 2nd class tracks past due for overhaul

number of bridges, viaducts and railway flyovers as of

3rd and 4th class tracks past due for overhaul

1 January 2009 was 30,949 with a total length of 959.7
thousand linear meters consisting of 30,679 permanent

See also Appendices 13–17.

2007

2008
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structures 957.2 thousand linear meters long, and 270

Electrification

temporary structures with a total length of 2.5 thousand

As of the end of 2008, the electrified mileage reached

meters against 300 in 2003. In 2008, there were 50,357

43,086 km, or 51% of the length of the railways in use.

pipes and transverse culverts in operation within the

On 31 October 2008, the Syzran – Sennaya section was

railway network with a length of 1,409.77 thousand

put in operation on the Kuibeshev and Privolzhskaya

linear meters against the 49,021 pipes and culverts

Railways having a length of 168.9 km. The section is

with a length of 1,200.75 thousand linear meters in

part of the Kuzbass–Azov–Black Sea Transport Hub.

2003. An increase in the number of culverts within the

As a result of electrification, the section joined the

railway network over the reported period was due to the

industrial centers of the Urals and the Volga region with

reconstruction of smaller faulty bridges into pipe-culvert-

the regions of Ciscaucasia and North Caucasus, as well

based ones, placement of new culverts into operation,

as with the sea ports of the Azov–Black Sea Basin used

restructuring of the culverts with an insufficient water

for shipping import and export cargoes. In light of the

carrying capacity, and the refinement of data.

completion of works on the stated direction, it would

During the period from 2003 through 2008, as a

be reasonable to consider the necessity of a switch to

result of the refinement of data, reconstruction and

an alternating current operation at the Syzran – Penza

commencement of newly assembled and the demounting

section of the Kuibyshev Railway.

of faulty constructions, the number of pedestrian bridges

In addition, the year 2008 saw the implementation of

overall for the network grew by 12 with the total number

the continuous current supply scheme at the switching

reaching 968 as of 1 January 2009.

of the Mineralnye Vody-Kislovodsk stretch of the North

Following the results for 2008, there are 146 railway

Caucasus Railway to an alternating current operation.

tunnels on the balance sheet of the railway network

In 2008, RUB 6,430.3 million was disbursed for the

having a total length of 101.59 thousand linear meters,

overhaul of the electricity supply facilities.

of which 136 railway tunnels 107.71 thousand linear

The major works performed are:

meters long are in operation.

•

There are 124 pedestrian bridges in operation on
the railway having a length of 10.23 thousand linear

Replacement of the contact-line supporting poles –
13,118 items;

•

meters.

R eplacement of the worn-out contact wire –
633.1 km;

•

Replacement of high-voltage insulators on the overhead
wiring – 713.4 thousand items;

•

Replacement of the overhead line wiring of the
automatic block system, the linear power supply and

Engineering constructions on the railways

the dual contact rail system (DCR) – 1,371.1 km;

of Russia in 2003–2008

•

Replacement of the poles of the overhead line of the
automatic block, the linear power supply and the dual

Number of engineering constructions

contact rail system (DCR) – 16.2 thousand items.

82921

2008

+336

...

Automation
and remote control
As a result of implementing the measures designated
for the period from 2004 through 2008, the Automation
and Remote Control Division incurred no accidents or

82585

2003
81000

82000

emergencies though the fault of the personnel of the

83000

84000

Automation and Remote Control Division.
The total number of malfunctions in the railway signaling

Length of engineering constructions,

system within the specified period reduced by 20%.

in thousands of linear meters

In accordance with the assignments for the production
and implementation on the railways of the technical

2454.3

2008

means stipulated by the Program for improving traffic
safety and the need for ensuring the compliance of the

+34.1

...

technical facilities of railway automation, and remote
control with the requirements of the standard code
of operating rules, the following work was done on the
railways in the period from 2004 through 2008:

2420.2

2003
2000

2200

2400

2600

2800

•
3000

The SAUT-CM track equipment installed on 2,712 km
of railways;
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•
•

•

Clear line control systems installed on 286 sections,

lines (100.7%), 70 compressor plants, and 26 special

based on the use of train axle counters;

purpose self-propelled rolling stock vehicles (100%).

19,970 LED signal heads installed at railway crossings;

During the period from 1 January 2004 till 31 December

in 2006, the installation of optical lighting systems

2008, the following upgrades were implemented within

at railway crossings was completed;

the Automation and Remote Control Division:

Ten MIKAR track testing cars with automated

•

10,803 power switches;

measurement complexes, and thirty technical purpose

•

4,071 km of the overhead line of the automatic block
system;

automated measurement complexes (IVK-ALS) based
on AGS-1Sh and MPT-6.2Sh-type special purpose
self-propelled stock were delivered to the railway

•

T he system of dispatch control stretching over
10,123 km of track.

network.
Target-oriented work is done on the railway network
aimed at reducing the level of deliberate waste and

Description of rolling stock

theft of the railway automation and remote control
equipment and facilities. During the period from 2004

Locomotives

through 2008, around 196 thousand copper throttle,

The inventory stock of JSCo «Russian Railways» is

inter-throttle, and electric traction straps were replaced

composed of 20,003 locomotives including 2,322 electric

with bimetallic ones; more than 9.6 thousand protective

passenger locomotives, 541 diesel passenger locomotives,

covers were installed on choke transformers; more

7,362 electric freight locomotives, 3,803 diesel freight

than 13.9 thousand relay cases and track boxes were

locomotives, and 5,975 diesel-locomotive shunters. The

equipped with access guarding devices with more than

service life of 783 electric passenger locomotives in stock

1,030 security locks installed. As a result of implementing

has expired (33.72%), of which 471 are DC locomotives

the measures, the number of malfunctions in the railway

(47.9%) and 312 are AC locomotives (23.3%).

signaling system devices entailed as a result of deliberate

With regard to freight transportation services, 449 AC

waste and theft was reduced from 2,980 to 1,791 (a 40%

locomotives (11.3%), 591 mainline diesel locomotives

reduction), while the number of trains detained for

(15.5%), and 1,673 diesel-locomotive shunters are

the above reasons decreased from 1,450 to 675 (or

in operation notwithstanding the expiry of their service

by 53%).

life.

According to the maintenance period determined for

(For Supply of locomotives please refer to Section Principal

the major devices and equipment attributable to the

results of investment activities of the Locomotives sub-

Automation and Remote Control Division, there is a need

section.)

for an annual overhaul of 6,900 km of the overhead line

Freight and passenger transportation services via

of the automatic block system; 16,400 power switches;

railways are rendered through 206 locomotive depots,

790 railway car retarders; and 27,299 km of the railway

of which 10 are electric, 55 are diesel locomotive and

signaling system cable lines.

141 combination depots.

During the period from 2004 through 2008, on average

Locomotive maintenance is performed through 226

7,100 km of the overhead line of the automatic block

servicing depots, of which 47 are for electric locomotives,

system; 11,721 power switches; 2,190 km of the railway

109 for diesel locomotives, and 70 are of a combined

signaling system cable lines, and 461 railway car retarders

type.

were annually repaired at hump yards.

There are 478 servicing depots, of which 95 are for

Overall for the Automation and Remote Control Division,

electric locomotives, 244 for diesel locomotive, and 138

35,504.7 km of the overhead line of the automatic block

are of a combined type.

system; 53,609 power switches; 10,941.6 km of the

The locomotives division has 304 train crew dorms

railway signaling system cable lines, and 2,307 railway

and sleeping quarters, of which 109 are located along

car retarders were repaired at hump yards between

the main routes of the railway network offering rest

2004 and 2008.

opportunities for 65% of locomotive train crews. Overall,

The overhauling of the railway signaling system devices

there are 6,920 sleeping quarters for locomotive train

assisted in keeping the devices running and assuring a

crews providing sleeping accommodation to 14,280

20% decrease in the number of malfunctions.

crew members.

During 2008, RUB 6.17 billion was spent on the overhaul of

Following the 2008 results, the Company acquired 455

the railway signaling system devices (100.4% year-on-year).

units of traction rolling stock.

The Company repaired 5,868 km of the overhead line of

Today, the joint efforts of the industry's leading institutions,

the automatic block system (100% against the annual plan);

railway engineering companies, and a diversity of other

9,591 power switches (100%), 442 railway car retarders

enterprises supplying associated hardware have resulted

(101.1%), 2,705 km of the railway signaling system cable

in the re-launch of the production of new locomotives
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at CJSC Novocherkassk Electric Locomotive Plant, CJSC

The mainline gas-turbine 8,300 kW-strong GT1 locomotive

Bryansk Engineering Works, and PJSC «Kolomensky

can travel an estimated 1,000 km without refueling (runs

Zavod» all part of the CJSC Transmashholding group

on liquefied natural gas). On 24 January 2009, the GT1

of companies.

gas-turbine locomotive hauled a 15,000 ton freight train

PJSC «Kolomensky Zavod» was the first in Russia and

for the first time ever. Currently, GT1 is under follow-up

the Soviet Union to uptake the production of a brand

modifications based on test-runs.

new EP2K DC passenger locomotive. Moreover, a new

JSCo «Russian Railways» adopted a program for the

production facility, OJSC Urals Railway Machine-Building

design of next generation asynchronous traction motor

Plant, erected in the town of Verkhnyaya Pyshma in

locomotives.

Sverdlovsk Region developed the production of an eight-

The program for 2009–2010 envisages the design,

axle twin-section freight DC locomotive designated

production, testing and commercial production of:

2ES6.

•

EP20 dual-voltage locomotives;

Today the following brand new traction rolling stock is

•

2ES8 and 2ES10 DC freight locomotives;

delivered for operation within the railway network of

•

2ES7 AC freight locomotives;

Russia:

•

EP2 and EP3 electric passenger locomotives;

•

Electric passenger locomotives designated EP1M,

•

2TE35 and TEP35 diesel locomotives.

EP1P, and EP2K;

The above locomotives feature a wide unification of asso-

Electric freight locomotives designated E5K, 2ES5K,

ciated hardware, modular layout, implementation of the

3ES5K, 2ES4K, and 2ES6;

state-of-the-art developments in power and microproces-

•

Diesel passenger locomotives designated TEP70BS;

sor-based electronics, diesel engine manufacturing, and

•

D iesel-locomotive shunters designated TEM18D,

materials. In terms of performance, such locomotives will

TEM7A;

hold out amid the brand new developments of the world

D iesel freight locomotives designated 2TE25K,

leading locomotive manufacturing companies.

2TE116U (purchased from Lugansk Locomotive Works

The basic model for the next generation electric locomo-

(Ukraine)).

tives shall be a 7,200 kW-strong EP20 multi-system elec-

•

•

A mainline gas-turbine locomotive prototype was

tric passenger locomotive capable to run at a maximum of

produced with the cooperation of aeronautical engineering

160 and 200 km/h. Currently OJSC VELNII is proactively

companies.

working on the project design for the new loco.

Structure of the locomotive fleet

Modernization of the traction rolling stock

of JSCo «Russian Railways», in %

in 2008, in %

2008
3%

7%

19%

30%

27%

11%

2%
21%

12%

10%

30%
455 units

2003

25%
37%
30%
37%
Electric passenger locomotives

Electric passenger locomotives

Electric freight locomotives

Electric freight locomotives

Diesel freight locomotives

Diesel freight locomotives

Diesel passenger locomotives

Diesel passenger locomotives

Diesel-locomotive shunters

Diesel-locomotive shunters

See also Appendices 18–20.
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Quantitative change in the Russian-owned freight railway car fleet in 2003 through 2008
JSCo «Russian Railways» Holding
At period
end

Overall for
JSCo «Russian
Railways»
Holding

JSCo «Russian
Railways

Owned by
JSCo FFC but
used by
JSCo «Russian
Railways»

JSCo FFC

JSCo
Rusagrotrans

JSCo
JSCo
TransContainer Refservice

JSCo
RailTransAvto

2003

634,516

634,516

0

0

0

0

0

0

2004

624,095

624,095

0

0

0

0

0

0

2005

630,734

630,734

0

0

0

0

0

0

2006

618,255

591,208

0

0

0

20,373

6,674

0

2007

623,439

416,468

151,842

25,158

0

21,435

6,840

1,696

2008

617,022

380,892

24,035

172,455

2,837

24,331

10,625

1,847

See also Appendix 21.

Renovation of freight car fleet

During the 12 months of 2008, the operational fleet

in 2003 through 2008, units

21 296

Freight cars
comprised 506.6 thousand railway cars against the
required 518.5 thousand, which is 97% of the required
number and 19.2 thousand railway cars fewer than a

15 406

year earlier. The available fleet maintained the freight
handling plan at a level of 98.4% (96.6% year-on-year).
The operational gondola fleet for the period consisted of

8 000

cars less than the year before. The empty gondola car
fleet was at 96.4% of the norm, which is 16.3 gondola

6 000

cars per day below the level of 2007.
In 2003 through 2008, for the purpose of renovating

3 480

the freight railway car fleet JSCo «Russian Railways»
purchased 52,564 freight cars (26,557 on a capital
investment basis, and 26,007 cars through finance

8 569

191.8 cars (99.8% of the norm), which is 27.7 thousand

5 890

6 837

569

2 006

2 514

lease).

Multiple unit stock
and passenger railway cars
The total multiple-unit rolling stock on the railway network
is composed of 15,616 cars, which is 260 cars fewer
against the level of the previous year.

2003

2004

2005

2006

2007

Annual change in the structure of multiple unit rolling stock
MURS and passenger cars
Railway cars

Unit

Electric trains

Annual change in the structure of rolling stock
2003

2004

2005

2006

2007

2008

Sec.

7,604

7,623

7,632

7,808

7,678

7,519

Diesel trains

Sec.

202

187

183

166

148

106

Railcars

Sec.

112

112

112

112

110

108

Railway buses

сек.

2

2

40

87

108

129

2008
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Quantitative change in the long-distance passenger railway car fleet of JSCo «Russian Railways», units

26,500
26152

26,000

26303

26107

25,500
24868

25,000
25083

24,500
24,000

24163

23,500
23,000
2003

2004

2005

2006

2007

2008

80.2

Wear and tear on the long-distance passenger railway car fleet of JSCo «Russian Railways» as of 31 December 2008

11.8

17.8

21.5

14.85

20

14.6

30

19.94

40

24.1

50

39.4

48.8

60

49.5

70

59.9

66.5

80

71.7

90

10
0
1st class

Hard sleeper

Compartment

Dining car

sleeping car

Average railway car service life, years

Wear and tear, %

Luggage car

Interregional car

RIC car
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Business priorities

safety, information technology and resource efficiency
programs.
New and renovated station complexes were put into

Principal results
of investment activities

operation in St. Petersburg (Ladozhsky), Rostov-onDon, Omsk, Novosibirsk, Krasnoyarsk, Khabarovsk,
and many others.

Since the Company was established, its investments

A project was implemented to launch rapid suburban

have demonstrated distinct increasing trend both in

passenger operation on the route section Moscow –

absolute terms and as percentage of total expenses. The

Mytishchi. Regular rapid suburban operation was launched

2008 investment budget came, in comparable prices, to

on the route section Moscow – Lyubertsy – Ramenskoye of

2.4 times that for 2004.

the Moscow Railway. Regular operation was launched on

The priority area of JSCo «Russian Railways» investment

the route section Moscow – Savelovskaya – Sheremetievo.

policy in the period is to develop and renovate

Rapid suburban passenger operation was launched

infrastructure, primarily on main transit and export-bound

on the route section Moscow – Losinoostrovskaya –

routes. Since JSCo «Russian Railways» was established,

Mytishchi – Pushkino.

substantial investments have been made to develop and

The investment program focuses on addressing rolling

enhance the infrastructure of the major railway routes:

stock purchases and modernization. The share of funds

Kuzbass – North-West, Kuzbass – Far Eastern Transport

allocated under the capital investment program for the

Hub, Kuzbass – Azov-Black Sea Transport Hub, which are

purchase and modernization of rolling stock is over 22%.

used for transporting most of the bulk freight destined

Since the establishment of the Company, the railways have

for the sea ports of Murmansk, the Baltic Sea, the Far

received (including under lease) over 1,300 locomotives,

East, the Black Sea and the Azov Sea. The investments

about 4 thousand passenger cars, over 40 thousand

were used to construct over 860 km of new and second

freight cars, over 3.4 thousand multiple units. Besides,

tracks and over 800 km of station tracks, and to electrify

over 1.4 thousand locomotives, 40 thousand freight cars,

over 670 km of tracks.

over 2 thousand passenger cars, and over 1.1 electric

Work continued to electrify routes of the Oktyabrskaya,

multiple units (EMUs) have been modernized.

North, South-Eastern, Kuibyshev, Privolzhskaya, North

As part of social support of railway employees, some

Caucasus and Far Eastern Railways. Total electrification

1 million square meters of housing have been built, a

has been completed on the Trans-Siberian Railway and

significant number of health care and educational facilities

on the following routes: St. Petersburg – Murmansk,

have been modernized, and a number of sports facilities

Saratov – Volgograd – Tikhoretskaya, Staryi Oskol –

have been constructed, etc.

Valuiki, Malenga – Sumskoi Posad – Obozerskaya,

Implementation of the investment program is the

Syzran – Sennaya.

permanent focus of attention of the Management Board

Work was and is being done to renovate major bridges

of JSCo «Russian Railways», management of all the

and tunnels within the entire railway network, reinforce

Company's departments, directorates, branches and

the coastline to ensure traffic safety on the route section

subsidiaries.

Tuapse – Adler, and to renovate the Sakhalin Railway. The

In line with the parameters of JSCo «Russian Railways»

construction of the 15-km long Severo-Muisk Tunnel on

investment program and financial plan for 2008–2010,

the BAM western section of the East Siberian Railway,

approved at the meeting of Russian Government dated

the Tarmanchukansk, Kuznetsovsk and Lagar-Aul Tunnels

15 November 2007, the Company’s investment budget

on the Far Eastern Railway and a number of tunnels

for 2008 was initially set at RUB 401 billion. In addition,

on the North Caucasus Railway was completed and the

borrowings were forecasted at RUB 4 billion.

tunnels were put into operation.

Later on, following the decisions of Russian Government

A number of major freight yards and port railway

(Decree No. 443 dated 11 June 2008), additional expenses

stations were constructed and renovated, among them:

of RUB 6.4 billion were added to the Company's investment

Bekasovo, Losta, Nakhodka-East, Tuapse, Novorossiisk

budget to finance development of railway infrastructure

and others.

for the purposes of preparing for the holding of 2014

Unified traffic control centers were established on

Olympics in Sochi. These expenses are to be financed

the Oktyabrskaya, Sverdlovsk, North Caucasus and

via receipts from additional special-purpose indexation

Far Eastern Railways, thus creating conditions for

of freight railway tariffs.

the implementation of innovative control information

Furthermore, a number of changes, approved by the

technologies.

Company's Board of Directors (Minutes No. 14 dated 10

Significant capital investments were made in the re-

September 2008), were made in the Company's investment

equipment and modernization of facilities pertaining

budget and investment program based on its operating

to the locomotive, car and track business units, and in

results for first half of 2008.
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The final planned amount of the 2008 investment budget,

was implemented in the amount of RUB 381.7 billion,

after adjustments, totaled RUB 411.4 billion (including

or 92.8% of the planned amount approved by the Board

self-financing of RUB 407.4 billion and borrowings of RUB

of Directors and financed from all available sources,

4 billion); this amount exceeds, in absolute terms, the

including RUB 380.7 billion (or 93.4%) self-financed by

actual corresponding 2007 amount by 60%. The maximum

JSCo «Russian Railways».

increase is evident in the rolling stock upgrade section –

External sources accounted for about RUB 1.0 billion of

over 134%, and in dedicated investment projects – 74%.

capital investments. Borrowed and budget funds were

In addition to increase in the amount, there were

primarily used to finance preventive measures under

significant changes in the contents of the Company's

the traffic safety program and expenses to connect

investment budget reflecting a greater shift towards

departmental access lines to public lines.

strategic objectives that focus on enhancing the quality

The cost of assets put in operation was RUB 324 billion

of railway services provided: higher train speed in

last year. In 2008, 114.6 km of second tracks, 169.5 km of

passenger and transportation services, safety guarantees,

station tracks, 8.2 km of new lines and other facilities were

introduction of new rolling stock and implementation of

put in operation and 187.1 km of tracks were electrified.

new management technologies, addressing government

The Company used investment funds to renovate 2,723.6

and macroeconomic issues.

km of tracks and carry out comprehensive renovation

Later on, based on operating results for 9 months of 2008,

of 326 km of tracks.

it appeared necessary to finance certain activities that

In 2008, 455 locomotives (313 in 2007), 1,042 passenger

were not included in the budget adjustments made from

cars (950 in 2007), 21.3 thousand freight cars (including

results for first half of 2008. The Investment Committee

JSCo FFC) (15.4 thousand in 2007) and 809 electric train

approved a proposal to reallocate the earmarked capital

cars (762 in 2007) were supplied to the railways. Besides,

expenditure funds between individual authorized projects

288 locomotives, 16.9 thousand freight cars with expired

in the JSCo «Russian Railways» investment program

useful life, 158 passenger cars and 182 electric train

within the general parameters of the Company's 2008

cars were modernized.

investment budget (Minutes No. 18 dated 20 October

In line with the approved investment program, in 2008

2008).

JSCo «Russian Railways» completed the following

Taking into account measures implemented under

investment projects: Kuzbass – North-West, Kuzbass –

the crisis conditions in Q4 2008 to ensure efficient

Far Eastern Transport Hub, Kuzbass – Azov-Black Sea

management of the Company's financial result and

Transport Hub, oil transportation to China (Stage 1),

liquidity, the investment program of JSCo «Russian

electrification and construction of the second main track

Railways» financed from all available sources on the whole

at the Syzran – Sennaya section.

Investment costs of JSCo «Russian Railways» from 2004 through 2008 (RUB billion)
(all sources of finance)
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In 2008, the Company continued work to improve the

achievement of the key objective for this year aimed at

system of managing investment projects and delimit

meeting the country's economy demand for freight and

the responsibilities of the main participants in the

passenger transportation services, increasing the ef-

investment process (investor, project manager, customer,

ficiency of the Company's assets, primarily, the rolling

contractor, balance-sheet holder).

stock, reducing operating costs, increasing labor pro-

For enhanced control over the investment program’s

ductivity, further developing traffic control on the ba-

formulation and implementation, in 2008 Regulation

sis of information technologies, implementing resource

No. 1582r of JSCo «Russian Railways» approved a

efficient technologies, equipping Russian railways with

number of new documents regulating the Company’s

new generation rolling stock.

investment process. Functionality was developed in the
ASU-Invest automated control system, which permits

Locomotives

correct planning and follow-up control of disbursement

The growth trend in purchases of new traction rolling

by investment program targets (including advances for

stock has persisted over the last 5 years.

prepaid expenses, accounts payable).
Active work was done by the Expert and Investment

Freight cars

Committees, whose chief tasks are to:

In 2008, JSCo «Russian Railways» purchased 11,109

•

freight cars (21,296 including JSCo FFC).

Ensure that investment projects are consistent with
the development strategy and scientific and technical

•

•

policy of JSCo «Russian Railways»;

Passenger cars

Perform expert study of the technological and

The use of cars that fail to ensure comfortable travel

production solutions proposed as part of investment

conditions, against a background of rising prices for

projects;

passengers, has a negative impact on the image of the

Select the most technologically efficient and best

Company’s passenger service. The annual need for

supported options for the realization of investment

fleet renewal is from 1,200 to 1,300 passenger cars.

projects and making recommendations to include

The actual supply of cars fell from 2,096 in 1992 to 293

projects in the investment program of JSCo «Russian

in 2000.

Railways».

In the last five years, though, the supply of passenger

The results of implementing the 2008 investment pro-

cars has seen a positive growth trend with the Company

gram overal evidence successful, despite the crisis,

purchasing all domestically produced passenger cars.
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See also Appendices 13 and 22.

2008

Business priorities

75

Supply of multiple unit stock

21,296

stock in order to develop and enhance suburban passenger

15,406

transportation operations, increase the quality of services
provided to passengers of suburban trains and improve
the technical condition of multiple unit stock.
The rolling stock was supplied by domestic transport

16,866

Freight cars

JSCo «Russian Railways» upgrades its suburban rolling

Carriage Works supplied DC trains series EТ2М (all

7,313

8,569

5,257

trains series ED9M, ED4M (all indexes), JSCo Torzhok

8,000

JSCo Demikhovsky Engineering Plant supplied AC and DC

6,000

JSCo «Russian Railways».

5,857

conformity with technical requirements established by

4,958

machine building enterprises at competitive prices in

indexes), JSCo Metrowagonmash supplied rail buses
RA-1 and RA-2.

Effectiveness of the investment program
of JSCo «Russian Railways»

2004

2005

2006

The investment program of JSCo «Russian Railways» is

Purchased, units

generally based on the Development Strategy for Rail

Modernized, units

2007

2008

Transport in the Russian Federation through 2030 and
the Rail Transport General Development Scheme of JSCo
«Russian Railways».
be developed for equipment and technologies, design

all its elements, which should ensure required railway

and exploration work and construction of new advanced

throughput on main routes, enhanced modernization

railway lines will start. Therefore, the key underlying

of the existing infrastructure facilities, upgrade of the

objectives addressed by the investment program are

rolling stock fleet with removal of rolling stock whose

as follows:

Locomotives

Passenger cars

950
786

755

2004

2005

2006

2007

2008

2004

2005

2006

Purchased, units

Purchased, units

Modernized, units

Modernized, units

2007

158

187

100

392

653

540

653

288

313

258

318

277

312
182

252

1042

useful life has expired; new technical requirements will

Russia (2008–2015) is defined by the need to modernize

455

Stage 1 of the rail transport strategic development in

2008
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Purchases and investments in upgrade, of multiple unit stock in 2003–2008

12,000
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11.195

3.564

952

1.403

1.880
3.062

2,000

600

4.983

6,000

800

5.775

580

542

4,000

6.647

8,000

809

762

740

0

0
2004

2005

Capital investments, RUB million

•

2006

2007

Leasing, RUB million

Eliminate throughput bottlenecks on main routes of

2008

Total purchases, units

Puchases and modernization of multiple unit stock

the railway network, which are subject to projected
traffic volume through 2015;
•

Ensure clear passage of freight trains of 6,000–6,300
tons consisting of 71 conventional railway cars,

740

762

and power facilities;
•

Manage development planning for infrastructure
facilities to minimize investment and operating costs

809

subject to fixed intervals in signals and interlocking

while ensuring the required traffic volume for the

Railways» to guarantee the projected freight and

281

passenger traffic.
To achieve these objectives, JSCo «Russian Railways»
investment program provides for a number of activities

140

that would help meet the projected traffic volume via

182

Upgrade the rolling stock fleet of JSCo «Russian

402

based on automated systems.
•

542

Implement a unified centralized traffic control system

580

planned investment period;
•

constructing additional main tracks and passing loops,

76

enhancing railway stations, building bypasses around
major railway junctions.
Implementation of the investment program is usually
reflected in the quantitative and qualitative measures

2004

2005

2006

of the Company's performance only upon ultimate
completion of a project. The principal effect is normally
achieved via increased railway throughput (by either

Purchased, units

eliminating bottlenecks or enhancing operational

Modernized, units

2007

2008
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reliability). A number of projects focused on adding

Construction-in-progress

new operational capabilities to railway infrastructure

The amount of construction-in-progress, subject to

(to enable operation of higher speed passenger trains

implementation of investment projects and the Company's

and rolling stock with new dimensions).

2008 budget, was RUB 285.8 billion at 31 December

During the period through 2008, which saw steady

2008, showing increase of 29.5% or RUB 65.1 billion

growth in traffic volume, over 90% of projects were aimed

year-on-year.

at eliminating bottlenecks and improving operational

The ratio of construction-in-progress to actual investment

performance of railways.

expenses is 69.5% as compared to 86.4% at the beginning

At the beginning of 2006, the length of railway throughput

of 2008.

bottlenecks was 4,520 km. Given the projected traffic

The increase in construction-in-progress results from

increase on certain routes, failure to develop and

implementation of capital intensive investment projects

enhance their throughput would result, according to

designed to develop and upgrade infrastructure, which

GIPROTRANSTEI (institute for rail transport feasibility

normally take more than one year to complete, i.e.:

studies and design) estimates, in new throughput

•

Comprehensive reconstruction of the Mga – Gatchina –

bottlenecks of 15,413.5 km by 2010; hence, the total length

Veimarn – Ivangorod section and rail links to ports on

of bottlenecks would almost reach 20 thousand km, of

the southern shore of the Gulf of Finland (including

which 50% are located on the main railway network routes
that operate some 80% of the total freight rail traffic.

construction of Luzhskaya station);
•

As a result of carrying out investment program activities
designed to enhance throughput, the length of bottlenecks

Petersburg – Buslovskaya section;
•

was reduced to 3,517.6 km at the beginning of 2009.
Implementation of the investment program helped meet in
full the demand for freight and passenger transportation

Introduction of rapid passenger operation on the St.
Introduction of rapid passenger operation on the
Moscow – Nizhny Novgorod route;

•

C onstruction and reconstruction of engineering
structures, etc.

services and ensure their high quality that depends on

Rail freight carriage in private-owned railcars by type of rolling stock,
in % of the total carriage volume

Indicator
RUB billion

31 December Additions
2007

Disposals

31 December Difference
2008
(+ , –)

Construction-in-progress, total:

220.7

469.7

404.6

285.8

65.1

Investments in non-current assets

197.9

383.1

324.9

256.0

58.1

equipment for installation

5.9

68.3

66.1

8.1

2.2

real estate put into operation,
documents on which have not been
submitted for state registration

16.9

18.3

13.5

21.7

4.8

including:

investment projects being implemented. This conclusion
is supported by the movement in qualitative performance

Innovation-based development
of JSCo «Russian Railways»

of rolling stock on the entire railway network. The year of
2008 saw improvements in most qualitative operational

In the context of increasing competition among various

measures (freight car turnaround time reduced by

kinds of freight and passenger transportation services,

2.6 hours, freight train weight increased by 37 tons,

the leading position will be taken by carriers that secure

productivity of locomotives went up by 26,000 ton-km

excellence through innovation and use of state-of-the-

gross and service speed increased by 0.3 km/h).

art technology.

On the whole it should be noted that comprehensive

The Company's innovation-based development is driven

implementation of all activities planned in the investment

by the need to increase economic efficiency of operations

program of JSCo «Russian Railways» helped meet the

which is the key factor behind the tariff policy. Therefore,

2008 traffic volume in full.

the mechanism of managing innovative activity is subject
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to ongoing improvement. Priority is given to innovations

•

E lectric multiple unit ED6 (JSCo Demikhovsky
Engineering Plant)

that generate the greatest effect per 1 RUB of investment.
These principles shaped the Company's investment

•

Electric multiple unit ED4МКМ-Aero

program in recent years.

•

Electric multiple unit ED9E

With the participation of industry science and institutes

•

Diesel multiple unit DT1 (JSCo Torzhok Carriage
Works).

of the Russian Academy of Science, the main directions
of the Company’s scientific and technical policy were

In 2008, JSCo «Russian Railways» in cooperation with

first formulated in a systematic document – «Strategic

JSCo VNIKTI (Rolling Stock Research and Design Institute)

Directions of the Scientific and Technical Development

and JSCo VNIIZhT (All-Russian Railway Research Institute)

of JSCo «Russian Railways» through 2015» (the White

started developing technical requirements for a passive

Book of JSCo «Russian Railways») – which should be

restraint system in case of a collision with an obstacle

viewed as the basis for long-term Company innovation.

on a railway line to be installed on rolling stock.

In practice, the implementation of this policy document

In 2008 JSCo «Russian Railways» tested car lighting

will make it possible to achieve the conceptual goal of

equipment with various light sources. Test results

the rail-transport reform: development of a market of

supported advanced ergonomic qualities of photodiode

high-quality and competitive transportation services that

equipment and hence the Company started introducing

fully meet existing demand for freight and passenger

it on multiple unit stock.

service.

Track facilities
Multiple unit stock

To meet the projected traffic volume on Russian railways,

At present, the electric multiple unit (EMU) fleet has

introduce, on a planned basis, high-tonnage freight trains

largely approached the end of its useful life. EMUs of

operations, and ensure forward-looking development of

old series fail to meet today's requirements in a number

rapid and high-speed passenger operations, it is necessary

of performance indicators, the most critical of them

to implement a number of comprehensive technical

being reliability, readiness and comfort of passenger

solutions designed to create low-maintenance tracks

service.

characterized by high and long-term stability:

At present, locomotive-hauled trains (usually, freight

•

locomotives or shunters pulling passenger cars) account
for a large portion of passenger operations on non-

carried;
•

electrified lines. The need for passenger operations
relying on diesel multiple units (DMUs), railcars and

Strengthen subgrade by laying a protective subballast blanket of sand and gravel with further

country, the Urals region and the Altai territory. The
well-developed railway network and existence of a large

Use slab track with resilient fasteners and continuous
welded rail as long as a leg of a route;

•

rail buses, is most acute in the European part of the
main reasons include considerable density of population,

Increase the life of track to 1 billion tons of traffic

consolidation;
•

Use ballast of granite cube stone with greater carrying
capacity.

number of non-electrified lines.

Strengthening the structure of railway track also

The transport strategy of the Russian Federation and

requires a new approach to track repair, replacement

development strategy of JSCo «Russian Railways»

and maintenance.

determine technical parameters for rolling stock based

To ensure required throughput and carrying capacity of its

on the following conditions:

railway lines, the Company performed work to transform

•

Ongoing improvement in consumer characteristics

track overhaul into a new type of rehabilitation – track

(productivity, speed, engine power, comfort, ergonomic

renovation involving a complete range of work to restore

design);

track infrastructure.

•

Reduced product-life cost;

To strengthen track structure and its reliability, the

•

Higher traffic safety while meeting required service

Company implemented a number of organizational and

life and risk indicators;

technical solutions to introduce foreign materials and

•

Higher reliability and readiness rate;

technologies, in particular, it purchased a consignment

•

Reduced harmful environmental impact.

of rails of 20.735 thousand tons (159.5 km of track)

Over the period from 2004, JSCo «Russian Railways»

manufactured by Nippon Steel Corporation, Japan, for

developed and put into operation the following high-

the Moscow – St. Petersburg line.

tech multiple unit stock that enhanced substantially the

Based on international experience and European

productivity and safety of passenger operations:

standards, the Company developed technical specifications

•

Rail buses of JSCo Metrowagonmash

for High Quality Railroad Rails TU 0921-231-01124323-

•

Rail bus RA-1 0004

2007. JSCo «Russian Railways» and JSCo Mechel entered

•

Rail bus RA2

into an agreement according to which a workshop at
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JSCo Chelyabinsk Metallurgical Plant is to be renovated

people. The EMU meets the European level of comfort.

in 2009-2010 to manufacture rails under TU 0921-231-

One single-system В1 train costs EUR 32.75 million,

01124323-2007 and supply at least 400 thousand tons

one dual-system В2 train costs EUR 34.75 million. The

of rails annually starting from 2011.

conceptual and engineering design phases of the project

To equip railways with modern joint bars, JSCo «Russian

were completed successfully in early 2008. In August

Railways» and Vossloh entered into an agreement to

2008 the first train out of eight was assembled.

establish a joint venture (in the form of a joint-stock

On 23 September 2008, the high-speed EMU Velaro RUS

company) to manufacture high-performance fastening

was presented at the international exhibition InnoTrans.

systems type W-30. Simultaneously, JSCo BET is

The new train arrived in Russia on 22 November 2008.

addressing the purchase of new or modernization of

The train is one in the series of high-speed Velaro EMUs

existing production lines to manufacture railway sleepers

that have been operated successfully in Europe for many

compatible with the fastening system W-30.

years. Yet, significant engineering adjustments have been

Currently, the Company is also addressing the development

made to meet Russian conditions. They were primarily

of a product line of railroad switches for 250 km/h

needed to accommodate the Russian gauge. Severe

operations on main routes. The product line will include

climatic operating conditions required considerable

switches and exits with continuous surface for 250 km/h

changes to all EMU's systems. Rigid Russian safety and

operations on main lines and 50 km/h operations on

hygiene requirements also had to be met.

spurs.

It means that designers and manufactures of the train

The Company considered and accepted the proposal of

did an enormous amount of work.

Rail.One, a German company, to implement ballast-less

On 26 December 2008, the train was presented to

track on Russian railways.

representatives of international community and members

To ensure the stable condition of roadbed, Russian

of Russian and German Governments in St. Petersburg.

railways started receiving deliveries of modern high-

The Chairman of Russian Government Vladimir Putin

performance geosynthetic material Neoweb from the

attended the presentation. He appreciated highly the

Israeli company PRS. Russian specialists have developed

work done by the Company to start high-speed operation

technology for laying bulky geogrids when renovating

viewed by the government as a top priority and largely

track. In 2009, a new optimal laying technology will be

innovative project.

developed and the efficiency of using geosynthetic material

The first EMU is contractually scheduled to be accepted

in different operating conditions will be determined.

and put into commercial operation in December 2009. The

Stable track condition is achieved via reinforcing subgrade

other trains are to be delivered to Russia by February

with a protective sub-ballast blanket of sand and gravel

2010.

with further consolidation and using ballast of granite

The amount transferred to Siemens AG in 2008 totaled

cube stone with greater carrying capacity.

to EUR 82.8 million (30% of the total contract amount).

The use of technology involving modern spring fasteners

The payment was made on 10 October 2008.

and continuous welded rail as long as a leg of a route,

At the same time the Company lobbied a lower customs

geometric accuracy of track and stable roadbed make it

rate for imported EMUs – at a meeting on 4 December

possible for trains to run at a speed of up to 120 km/h after

2008 the government ruled positively on this matter. The

such repairs and up to 250 km/h after run-in operation.

Company's gain will amount to EUR 19.251 million.

The Company plans to continue work to expand sections

Following agreements reached by President of the Russian

where continuous welded rails with concrete sleepers

Federation Vladimir Putin and President of the Republic

are laid. With 3.5 thousand km of jointless track added

of Finland Tarja Halonen in September 2001, work

every year, the total length of this type of track will come

commenced to launch high-speed passenger operation

to 91.6 thousand km, or 74% of the total length of main

between St. Petersburg and Helsinki.

track, by 2015.

In May 2004 the Chairman of Russian Government
Mikhail Fradkov and the Prime Minister of the Republic of

High-speed rail operations

Finland Matti Vanhanen had talks resulting in a decision

On 18 May 2006, a contract for development, manufacture

to intensify work on the high-speed operation project

and delivery of high-speed EMUs # 230 and a preliminary

between St. Petersburg and Helsinki.

agreement to sign a contract for maintenance and repair

To launch international high-speed passenger operation

of 8 (eight) high-speed EMUs was made in Sochi by and

between St. Petersburg and Helsinki, in October 2006,

between JSCo «Russian Railways» and Siemens AG.

JSCo «Russian Railways» and VR Ltd. established a joint

The number of rolling stock to be supplied is 8 high-speed

venture, Oy Karelian Trains Ltd. The project is designed

EMUs, including 4 DC trains and 4 dual-voltage trains.

for Oy Karelian Trains Ltd. to acquire rolling stock that

The train has 10 cars and is 250 m long. They have

meets modern speed, comfort and safety requirements

Class 1 and 2 cars and seats for physically handicapped

and lease it to JSCo «Russian Railways» and VR Ltd.
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On 27 August 2007, the Board of Directors of Oy Karelian

thousand Gcal, material resource costs will shrink by

Trains Ltd. approved the winning bidder Alstom as the

over RUB 300 million and labor costs by 1.5 million man-

supplier of rolling stock. On 28 August 2007, a contract

hours. This will help save over RUB 1 billion, specifically

was signed with Alstom to supply 4 dual-voltage trains

RUB 1.168 billion.

Pendolino Sm6 with design speed of 220 km/h and

One of the examples of complex projects that are growing

352 seats. The contract provides for an option to supply

points of the Company's innovation policy as it helps

2 additional trains. The total contract amount is EUR

to increase labor productivity is a realized project to

110.92 million. The train will be customized for operation

renovate the car repair yard in Magnitogorsk where

in the climate of the Helsinki – St. Petersburg region and

the Company installed modern robot-aided systems

the 1520–1524 mm gauge. The train is unique in meeting

to mechanize and automate the most labor intensive

the national standards of two countries and European

processes thus making it possible to reduce 90 staff

technical requirements.

positions and increase labor productivity in heavy types

All works follow the schedule.

of work by 30%.

JSCo «Russian Railways» did not make any cash payments

In 2008, a number of pilot projects were carried out to

in connection with this contract in 2008.

introduce photodiode lighting systems, including those in
the multiple unit yards in St. Petersburg Moskovskaya of

Resource efficiency

the Oktyabrskaya Railway and Moscow Sortirovochnaya

JSCo «Russian Railways» is the largest corporate consumer

of the Moscow Railway, and in the locomotive yard Danilov

of energy in the country. In 2008, the Company consumed

of the Northern Railway. Analysis of this work outcomes

47.8 billion kWh of power and 3.2 million tons of diesel

demonstrated the important role of photodiode equipment

fuel, which amounted to 4.7% and 9.1%, respectively, of

in saving power with its consumption at facilities where

the total national consumption of these resources. In

this equipment was introduced decreasing by over 40%.

2008, costs incurred by JSCo «Russian Railways» for

The obvious financial benefit potential proves that the

fuel and power resources totaled RUB 142.1 billion, or

Company should continue work to further introduce

14% of the Company's total operating costs.

photodiode equipment.

Taking into account the significance of resource effi-

The most efficient technologies of those introduced

ciency and as part of the effective Energy Strategy of

on diesel locomotives in 2008 include the locomotive

JSCo «Russian Railways» through 2010 and prospectively

heating system installed on locomotives «Gulfstream».

through 2020, the Company is carrying out the invest-

It is designed to automatically increase and maintain

ment project «Implementation of Resource Efficient

the working temperature of coolant fluid and oil in

Technologies in Railway Transport», which has drawn

locomotive engines and to heat the locomotive driver's

on the best R&D in energy efficiency and new resource

cabin and to signal (via GSM or SMS) system malfunction

efficient equipment available in the market.

to those in charge. Use of this heating system on diesel

Activities under this project are updated annually in

shunters resulted in fuel saving of up to 14% of its annual

line with the structure of the Company's operating ex-

consumption.

penses, but priority is given to innovations designed

In 2008, the Company was the first in Russia to put

to save fuel and power resources consumed to propel

into operation a 3 Gcal/h (3.47 mW) module automated

trains and by stationary facilities, reduce consumption

catalytic heating unit at Artyshta station of the West-

of materials in process technologies and increase la-

Siberian Railway; the unit was designed using scientific

bor productivity, including introduction of photodiode

findings in the area of fuel oxidation in fluidized layer

equipment, automatic train operation systems, devel-

catalyst achieved at the Institute of Catalysis of the

opment of satellite-based technologies for train loca-

Siberian Branch of the Russian Academy of Science.

tion and control.

The technology of burning solid fuel with added

The amount of RUB 17.4 billion was invested to carry

catalyst helped eliminate many drawbacks of the high-

out the investment project «Implementation of Resource

temperature combustion of fuel. This technology relies

Efficient Technologies in Rail Transport» over the period

on a combination of three principles: use of catalysts

of 2004-2008; the resulting economic effect was RUB 26.4

for complete oxidation of materials; burning of fuel in a

billion, supported by statistic reports of NTO-4.

fluidized (boiling) layer of catalyst particles; combination

For example, the implementation, via the 2008 investment

of heat liberation and heat removal in one and the

project, of over 15 thousand items of resource efficient

same fluidized layer. The installed unit achieved the

equipment for the total amount of RUB 1.9 billion should

operational efficiency of 94–95% and low emission of

reduce power consumed to propel trains and for operating

toxic substances into the atmosphere. The new module

needs by over 100 million kWh and 53 million kWh,

automated catalytic heating unit consumes 42 tons of

respectively, in 2009. Consumption of diesel fuel will

coal a month as compared with 190 tons consumed by

decrease by over 5 thousand tons, that of heat by 340

the old boiler plant.
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Scientific and technical
development

Quality management

On 19 December 2008, the Company ran, on the Rybnoye –

«Russian Railways» to implement an integrated corporate

Petushki leg, a 10 thousand ton train hauled by the first

quality management system is Instructive Regulation

domestic gas turbine locomotive GT1 and equipped with

of JSCo «Russian Railways» No. 46r dated 15 January

a radio controlled remote brake system.

2007, «On Approving a Functional Quality Management

Certification tests were completed on the trunk-line

Strategy at JSCo «Russian Railways».

diesel locomotive with asynchronous traction motors

This strategy defines:

2ТE25А «Vityaz» and a diesel engine that meets EURO

•

The key document which governs work done by JSCo

The role and place of the functional quality management
strategy in the strategic management system of JSCo

3 standard. The Company is ready to start purchasing

«Russian Railways»;

this locomotive next year.
Enterprises within the CJSC Transmashholding group are

•

The target status of the quality management system;

designing a dual-system passenger electric locomotive

•

Principles of quality management;

EP20 which is the base model of the unified platform for

•

Plan for transition to the target status.

new generation electric locomotives.

The work to implement the integrated corporate quality

A diesel locomotive with a double-diesel traction unit

management system at JSCo «Russian Railways» is done

was designed, using global best practice, on the basis

along the following lines:

of a serial diesel locomotive ChMEZ, which ensures

•

Develop methodology and practical approaches to

fuel saving of at least 6% as compared with serial diesel

implementing the corporate quality management

locomotives.

system at the pilot sections of the Oktyabrskaya,

The first Russian gondola car for carrying coal with an

Kuibyshev and Sverdlovsk Railways.

axle load of 27 tons and capacity of 83 tons is being tested.

•

by 18% and reduce the cost of transportation by up to

Develop and build a corporate regulatory framework
for the quality management system;

Its use in transportation will increase car productivity
•

Carry out a project for multilevel training of JSCo

10%, and also boost throughput on certain routes.

«Russian Railways» employees in principles and

Innovative traction control technology that helps decrease

techniques of implementing the quality management

the required operated fleet by up to 10% was implemented

system.

on the critical Chelyabinsk – Rybnoye section. In 2009

In 2008, the Company started conducting quality audits

the Company will continue implementing this technology

at local enterprises, which help identify quality potential

on the most important network routes.

and develop recommendations on implementing the

The Company is revising, subject to its Energy Strategy

quality management system at local enterprises, subject

priorities, its key document, Traction Calculation

to type of facilities.

Rules, which takes into account specifics of all series

The Company developed and approved, as provided for in

of operated traction rolling stock, including new types

the Functional Quality Management Strategy, the Program

of locomotives.

for Implementing and Developing the Integrated Corpo-

In 2008, satellite technology was developed to monitor

rate Quality Management System «New Quality Transi-

work of heavy repair equipment during brakes, which

tion Steps» at JSCo «Russian Railways», and the Plan

permits real-time management of this critical and costly

for Phased Implementation of the Program «New Quality

kind of work.

Transition Steps», on the basis of quality principles in

Work is carried out to implement a fully automated traffic

place at local enterprises of JSCo «Russian Railways».

control system on the Moscow – St. Petersburg section
so as to increase safety and ensure a fundamentally new

Technical regulation

level of infrastructure maintenance.

A new stage in developing the technical regulation system

Comprehensive science and technology projects within

in rail transport started after Federal Law No. 65-FZ

the Company's investment program receive special

dated 1 May 2005, «On Amending Federal Law «On

focus. This is believed to be the most effective form of

Technical Regulation» was put into effect. According

innovation-based development of infrastructure and

to Federal Law No. 65-FZ, «On Technical Regulation»,

control systems.

as amended on 1 May 2007, the technical regulation

Given the works performed in 2008, final deliveries of

system covers legal regulation of relations in the area of

the investment project «Creation of Up-to-Date Traffic

establishment, application and execution of mandatory

Control and Safety Systems» will be ready for large-scale

requirements for products or related design (including

roll-out from 2010. This project also involves a large

exploration), production, construction, installation,

amount of work in the satellite technology area, which

adjustment, operation, storage, transportation, sale

is given priority focus in the Company's investment

and disposal processes, as well as legal regulation of

policy.

relations in the area of conformity evaluation.
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Technical regulations in rail transportation were based

forwarded them to federal executive government bodies

on the principles of the new technical regulation law,

for repeat consideration.

including the 'presumption of conformity' principle.

In 2008, the Company closely monitored the process of

According to the Technical Regulations Development

drafting technical regulations in related industries. In

Program, approved by Instruction of Russian Government

order to identify technical regulations that affect the

No. 1930 dated 28 December 2007, all the three technical

interests and activities of JSCo «Russian Railways»,

regulations in rail transportation should be adopted by

the Company got one of the Russian leading technical

a decree of Russian Government.

regulation institutes, VNIIMASh, to examine draft

In April 2008, final wording was prepared for draft tech-

technical regulations being developed both under the

nical regulations «On Railway Infrastructure Safety», «On

government program and as an industry initiative.

Railway Rolling Stock Safety» and «High-Speed Railway

During the year, the Company, in cooperation with

Infrastructure and Rolling Stock Safety»; these regula-

VNIIMASh, considered 46 draft technical regulations of

tions were developed by the leading industry research

related industries. 13 of them that contained provisions

centers, JSCo VNIIZhT (All-Russian Railway Research

inconsistent with the interests of JSCo «Russian Railways»

Institute) and JSCo NIIAS (Research and Development

were forwarded for consideration to the relevant JSCo

Institute for Railway Automation, Informatization and

«Russian Railways» departments and directorates

Communication) in accordance with the technical regu-

and the industry research institutes (VNIIZhT, NIIAS,

lations development program approved by Instruction

VNIKTI (Rolling Stock Research and Design Institute). The

of Russian Government No. 1930-r dated 28 December

consideration by specialists of JSCo «Russian Railways»

2007. Specialists of JSCo «Russian Railways» departments

and the institutes delivered opinions on the draft technical

and directorates, VNIIZhG (All-Russia Railway Hygiene

regulations that were forwarded to either those who

Research Institute), Promtransniiproekt (design bureau

developed them or federal executive government bodies

for transportation facilities), Institute of Legislation and

in charge of the development of the technical regulations,

Comparative Law under the Government of the Russian

RSPP and the Russian Ministry of Transportation, or

Federation also contributed to the development of the

the departments that had requested the opinion.

draft regulations. According to requirements of Federal
Law «On Technical Regulation», all the three draft regulations were subject to public debate.

Foreign economic activities

Upon completion of public debate, public consultations
on the draft regulations involving a broad range of spe-

In 2007 and 2008, in accordance with the Company`s

cialists were arranged in cooperation with the RSPP

strategy of development until 2030, JSCo «Russian

(Russian Union of Industrialists and Entrepreneurs)

Railways» entered the foreign market to implement

Committee for Technical Regulation, Standartization

large-scale transport infrastructure projects. As a result

and Conformity Evaluation and hosted by NP UIRE (Non-

of this expanstion, the Company signed contracts and

Commercial Partnership Union of Industries of Railway

commenced work under the following projects:

Equipment). Those contributing to the consultations
included representatives of federal executive government bodies concerned, manufacturers and buyers of
railway machinery and equipment, owners of railway

Participation of JSCo «Russian Railways»
in international projects for the construction
of rail infrastructure

rolling stock and public and non-public railway infrastructure, and representatives of foreign companies.

Islamic Republic of Iran

The draft technical regulations were generally approved

Contract for the Tabriz to Teachers Training Institute

by consultations participants who also came up with

(Azarshar) section, signed on 29 March 2008 to electrify

certain constructive comments and suggestions later

main and stationary railroads (50 km). The amount of

incorporated in the revised draft versions of the tech-

the contract is EUR 8.85 million.

nical regulations.

In August 2008, during the official visit of the Islamic

In October 2008, the final revised draft versions of the

Republic of Iran Railways (RAI) in Moscow the parties

technical regulations were ready and submitted to the

negotiated and signed a contract for the purchase by

Russian Ministry of Transportation for agreement with

RAI of UIC60 rail tracks.

federal executive government bodies as required by the

According to the memorandum of understanding dated

government technical regulations development program.

29 March 2008, a trilateral meeting of working groups

In December 2008, the Russian Ministry of Transportation

of Russian, Iranian and Azerbaijan railways was held in

received 13 out of 32 required agreements and completed

Baku on 7–9 October 2008, at which the construction

the first stage of agreement, collected comments,

of Astara (Azerbaijan) – Astara (Iran) – Resht – Qazvin

once again revised the draft technical regulations and

railroad was discussed.

Business priorities

83

Great Socialist People’s Libyan Arab Jamahiriya

in the official ceremony of launching reconstruction and

On 17 April 2008, the president of JSCo «Russian

construction project held in Korea on 4 October 2008.

Railways» Vladimir Yakunin and the secretary of the

At the beginning of December 2008, a joint delegation of

People's Committee of the Organization for Management

the Company's representatives and Russian management

and Implementation of Railway Projects in Libya Said

of RasonKonTrans JV visited the Democratic People's

Rashid signed a contract for the construction of Sirt –

Republic of Korea to participate in the second meeting

Bengazi railroad in the Great Socialist People's Libyan

of the Board of directors.

Arab Jamahiriya for EUR 2.2 billion.
Sirt-Bengazi is the project for construction of a modern

People’s Democratic Republic of Algeria

high-speed (250km/h) rail line with a gauge of 1435 mm

JSCo «Russian Railways» was announced as a winning

to run along the seashore of the Mediterranean Sea

bidder in the tender for «Renovation and Construction

linking large cities of Libya and becoming a part of the

of the Railway Transport Hub in Algiers» (Algeria).

international transport corridor in the north of Africa

The scope of the project includes: reconstruction

in the future.

and renovation of 14 suburban stations; dismantling

The project envisages the construction of 30 railroads

58.5 km of railway lines and laying of 95 km of new

and 23 road overpasses, as well as 6 large stations and

tracks; renovation and construction of 34 engineering

23 passenger, freight/passenger, freight and operational

structures, including road overpasses and bridges;

terminals. Pursuant to the decision of the Board of

construction of a tunnel (more than 1,700-meter long);

directors of JSCo «Russian Railways», a subsidiary of

complex electrification of Algiers railway hub (total length:

Russian Railways was established in Libya on 1 August

53 km); construction of telecommunication systems

2008.

(section of 38 km long); construction of a modern Algerian
Railway Traffic Management Center. This project will help

Democratic People’s Republic of Korea

rationalizing operation of the largest railway transport

Project for the reconstruction of the railway section be-

hub in Algiers and facilitating high quality passenger

tween Khasan (Russia) and Rajin (Korea) stations and de-

operations in Algiers, an urban agglomeration with 3.5

velopment of the container terminal in the Rajin port.

million inhabitants.

The Khasan – Rajin project is implemented in accordance

Infrastructure projects in Cuba and Venezuela are being

with arrangements reached between the Russian and

considered.

Korean heads and envisages reconstruction of railway
boarder crossing (Korea) and the Rajin port, construction

Provision of international transportation
services to foreign railways

of the container terminal in the Rajin port with the

As of 31 December 2008, the Company provided

subsequent operation of this infrastructure.

international transportation services to foreign railways

Pursuant to the incorporation agreement, RasonKonTrans,

in the amount of USD 810.9 million, which is a 2.2 times

a joint venture (JV), was incorporated in «Rason», special

increase for the period from 2003 to 2008.

economic zone of the Democratic People's Republic of

Despite the growth in the amount of services provided (as

Korea, for a term of 49 years and registered with the

compared to 2003), the Company's accounts receivable

People's Committee of Rajin on 16 June 2008. Registration

from foreign railways decreased by 2.3 times, and, as of

capital of JV is EUR 28 million. On 1 October 2008, JSCo

31 December 2008, amounted to USD 28.8 million. This

Trade House RZD contributed EUR 19.6 million to the

reduction in accounts receivable from foreign partners

registration capital. This contribution represents the

was achieved due to the restructuring arrangements;

share of the trade house in the JV (70%).

new amounts and terms of repayment were negotiated.

At the meeting of the founders held on 6 August 2008 in

According to the restructured agreements, the railways

Pyongyang, members of the JV`s board of directors were

shall pay interest for the period extended. Issues related

elected, the first meeting of the board was held, and the

to the redemption of long-term debts of Azerbaijan,

JV`s management bodies were established. Additionally,

Moldavian, Georgian, and Tajik railways were resolved

a lease agreement for Tumangang – Rajin railway section

over the past period.

was signed between the JV and Tonhe, state-owned

Moreover, to fulfill its payment obligations JSCo «Russian

railway transport company fully entitled by the Ministry

Railways» ensures that all current settlements with

of Railways of the Democratic People's Republic of Korea

foreign railways are timely dealt with on a monthly basis

to the Tumangang – Rajin railway section.

so as to avoid any debt and penalties.

section (54 km long) between the Tumangang state

JSCo «Russian Railways», the Ministry of Railways of
the Democratic People's Republic of Korea, Russian and
Koran ministries of foreign affairs, and representatives
of other Russian and Korean state authorities took part

84

Annual Report JSCo «RZD»
2008

Accounts receivable from foreign railways, international transportation operations between JSCo «Russian Railways»
and foreign railways in 2003-2008, USD million

2004

2005

2006

2007

2008

Debt

60.1

44.4

38.4

28.2

28.8

Services provided

409.1

393.2

492.1

697.6

810.9

Services received

402.4

360.9

409.6

614.2

740.4

Reform and participation
of JSCo «Russian Railways»
in subsidiaries and affiliates

Directorate, and Railway Station Directorate were
established and are operating successfully. The status
of directorate enables departments to operate with a
higher degree of independence and responsibility for

Results of the railway transport reform
in 2008

their performance, consolidate assets and increase the

The railway transport reform is implemented in accordance

The Russian president and the government, as well as

with the Program for the Structural Reform approved

foreign experts gave a positive assessment of the overall

by Decree No. 384 of the Russian Government, dated

results of the railway transport reform and efforts made

18 May, to improve performance and stability of the

by JSCo «Russian Railways».

industry and maintain a balance of interests between

In 2008, the third stage of the structural reform was

the state, consumers and railway companies.

continued in accordance with the Program and Special-

With the first and second stages already completed, the

Purpose Model of the Railway Services Market at the

third stage of the structural reform is implemented at a

Third Stage of the Reform approved by the Government

rapid pace. During that period, a significant progress

Commission for the Development of Industry, Technology

has been made to improve and develop many areas of

and Transport on 16 May 2007.

the railway transport industry.

Ongoing improvements are made to the regulatory frame-

Developed for successful reforming, the time-proved

work for further industry reforming, with amendments

regulatory framework facilitated failure-free operations

and additions introduced to the federal laws, and other

at all stages of the reform. The legal framework is

regulatory requirements drafted. By the end of June 2008,

continuously adapted to the new challenges posed by

amendments were introduced to the Federal Law «Con-

the reform.

cerning management and administration of the railway

Segregation of government regulation and business

transport» setting out that power network and electric

functions and establishment of open joint-stock company

power facilities of the public railway transport do not

«Russian Railways» refer to the most important results of

refer to the unified (Russian) power network.

the reform. The Company focuses on achieving national

In 2008, for the purpose of creating an effective holding

goals of the reform, increasing global competitiveness

structure, the board of directors of JSCo «Russian

and performance.

Railways» approved decisions on establishing 10

With the reform, JSCo «Russian Railways» is transforming

subsidiaries and affiliates, including those operating in

into a powerful transport holding. From 2004 to 2008, the

such key industry segments as locomotive and passenger

board of directors of JSCo «Russian Railways» approved

car repairs and track structure materials production.

decisions to set up 57 subsidiaries and affiliates involved

In the reporting period, the Company started to list shares

in different types of operations.

of its subsidiaries on stock exchange. In January 2008,

All companies operate in a market environment and

15% interest in JSCo Transcontainer was sold to strategic

implement strategies aimed at improving performance

investors. These shares with nominal value of RUB

and increasing capitalization. The role of the subsidiaries

2 billion were sold for RUB 7.8 billion. However, current

in the Company's activities increases along with the

macroeconomic conditions affected the Company's ability

development of corporate governance, financial

to implement other similar projects and sell shares

transparency, corporate culture, and effective interaction

of other subsidiaries in the short-term. The projects

with other stakeholders. All these form an integral

are expected to restart soon after the economic and

part of the industry reform. Significant changes were

investment upturn. Proceeds from the sales of the

made to the organizational structure of JSCo «Russian

subsidiaries will be an important factor supportive

Railways». Central Directorate for Freight Car Repair,

of the long-term strategy for the railway transport

Central Directorate for Track Repair, Federal Passenger

development.

financial transparency of operations.
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In 2008, JSCo «Russian Railways» organized sales of

Acquisition of shares

assets of 22 car repair depots to promote competitive

1. JSCo Compania Ust-Luga (2006)

conditions in freight car repair market and raise massive

In 2006, the Company acquired 8.49% shares for RUB

investments in this segment. The auctions were closed

35 thousand per share; total purchase price was RUB

with 15 depots sold for the total of 3,083 billion of

184.52 million.

rubles.

These shares were acquired for the following main pur-

In 2008, significant efforts were made to consider

poses:

further reforming, developing the Company's passenger

•

manage activities of the port and JSCo «Russian Rail-

operations, and designing respective business models.

ways» related to the production capacity and railway

In the reporting year, a Concept of Reforming Long-

infrastructure development (the Company's invest-

Distance Passenger Operations Complex was developed

ments in the development of the closest approaches

and approved by the board of directors of JSCo «Russian

to the port and amount to RUB 36 billion);

Railways» and Joint Commission for Structural Reform

•

develop multimodal transportation service;

of Railway Transport, and submitted to the Government

•

introduce a single rate for railroad – port – sea

of the Russian Federation. The Concept is to set up the
Federal Passenger Company, a subsidiary of JSCo «Russian

chain;
•

Railways», in order to promote passenger operations; use

strengthen competitive position in export, import,
and transit operations along East – West and North –

flexible prices, improve quality of services and optimize

South routes.

costs and assets in order to enhance performance; design

Other shareholders at the date of acquisition:

system of government orders for passenger services;

•

Absolut Group of Companies

sell franchises to private sector passenger companies

•

Quetar Consultants Limited;

in order to promote route competition.

•

Investport Holding Foundation;

The management board of JSCo «Russian Railways»

•

CJSCo New Resources;

approved the draft program for the development of the

•

Leningrad Regional Committee for State Assets Man-

commuter complex till 2015, together with a special-

agement.

purpose model and concept of complex reform. Reaching

2. CJSCo Transmashholding (2007)

a break-even point and establishing new commuter service

The Company acquired 25% + 1 share in Brakers Invest-

companies are major tasks lying with the commuter

ments B.V. (Holland), an owner of 100% shares in CJSCo

complex. A special Center responsible for drafting uniform

Transmashholding. Total purchase price was RUB 9.31

methods and plans to achieve goals of the approved

billion.

program and consolidating best practices of the railways

These shares were acquired for the following main pur-

and commuter service companies in enhancing business

poses:

performance was set up to effectively manage these

•

processes.
In addition, the management board of the Company

ments;
•

approved the Concept of Effective Use and Development
of Railway Stations till 2015 which specifies objectives

expedite development, testing, certification and supply of rolling stock;

•

and goals of the complex stations development and
includes action plan and mechanisms of its consistent

g uarantee satisfaction of rolling stock require-

reduce rolling stock life cycle costs and transportation costs;

•

implementation. Creating conditions to raise private

improve quality, reliability and safety of transportations;

investments in the development of railway stations

•

create conditions for long-term contracts;

and enhancing their commercial potential is critical

•

use opportunities for expanding operations and de-

for the concept. Construction of new station buildings

veloping rolling stock repair and maintenance serv-

at Vikhorevka and Galich stations, reconstruction of

ice.

Kurgan, Saransk, Izhevsk railway stations, and a major

3. Aeroexpress (2008)

restoration and renovation of Kursky station in Moscow

JSCo «Russian Railways» acquired 50% interest in Ae-

were completed in 2008 as part of the Concept and

roexpress for RUB 64.9 million.

other projects.

The interest was acquired for the following main pur-

Overall efforts made by JSCo «Russian Railways» in 2008

poses:

ensured that all Company's goals under the Program of

•

Structural Reform of Railway Transport and the Special-

stakeholders to provide integrated airport passenger

Purpose Model of the Railway Services Market at the
Third Stage of the Reform were achieved. These efforts

consolidate competencies and experiences with other
service of European quality.

•

provide similar airport transportation services in

were recognized and appreciated by the Government of

other Russian cities (St. Petersburg, Yekaterinburg,

the Russian Federation.

Sochi, Krasnoyarsk, etc.).
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Other stakeholders:

Withdrawal from subsidiaries and affiliates

•

JSCo «Russian Railways» disposed of its shares in the

Delta – Trans – Invest.

following entities:
See Appendices 11 and 12 for details on subsidiaries and

1. LLC Informatizatsiya infrastructury transporta (15%).

affiliates.

Agreement No. 995 for sale of interest in charter capital
was signed on 25 November 2005.

Liquidation of subsidiaries and affiliates

2. LLC Firma Geostar (4.32%). Application to withdraw

Liquidated entities:

from the company dated 27 December 2005.

1. JSCo Zador (the Company's interest in charter capital:

3. LLC KAPSH-NIIZHA tel (Afona – RZD) (45%). Application

23.75%) was liquidated on 15 November 2004 based

to withdraw from the company dated 20 June 2006.

on the Nizhniy Novgorod Regional Arbitration Court's

4. LLC Center for Information Technologies in Transport

decision on closing bankruptcy proceedings, dated

(35%). Application to withdraw from the company dated

2 November 2004.

6 October 2006.

2. LLC Center for Economic Development DVZD (51%)

5. LLC CDS Com (26%). Agreement No. 668 for sale of

was liquidated on 19 May 2005 based on the Khabarovsk

interest in LLC CDS Com was signed on 18 October

Regional Arbitration Court's decision on closing

2006.

bankruptcy proceedings, dated 26 April 2005.

6. LLC Derbentskaya Torgovaya Compania (ORS) (51%).

3. LLC Buturlinsky spirtzavod (55%) was liquidated on 9

Application to withdraw from the company dated

September 2005 based on the Nizhniy Novgorod Regional

19 October 2006.

Arbitration Court's decision on closing bankruptcy

7. LLC LLMZ-KAMAKh (49%). Application to withdraw

proceedings, dated 30 August 2005.

from the company dated 29 December 2006.

4. JSCo Sormovsky plant Lazur (27.8%) was liquidated on

8. JSCo Ulianovskaya Raspredelitelnaya Companya (0.25%).

25 April 2006 based on the Nizhniy Novgorod Regional

Withdrawal after reorganization.

Arbitration Court's decision on closing bankruptcy

9. LLC Sankt-Peterburgskaya Torgovaya Compania (ORS)

proceedings, dated 10 April 2006.

(99.99%). Pursuant to the decision of the Company's board

5. CJSCo SP Uraltrans (33.3%) was liquidated on

of directors adopted on 20 April 2007, JSCo «Russian

25 September 2006 based on the Chelyabinsk Regional

Railways» withdrew from the company by making a

Arbitration Court's decision on closing bankruptcy

contribution to charter capital of newly established

proceedings, dated 12 September 2006.

JSCo ZTK.

6. CJSCo Izhvelokom (51%) was liquidated on 21 November

10. JSCo Elgaugol (29.49%). Agreement No.8-2/3630 for

2006 based on the Udmurtian Republic Arbitration

sale of shares was signed on 10 October 2007.

Court's decision on closing bankruptcy proceedings,

11. JSCo Interregional Joint-Stock Bank YUGO-VOSTOK

dated 30 October 2006.

(3.48%). Agreement No. 1348 for sale of securities was

7. LLC Alnashsky spirtzavod (76.03%) was liquidated

signed on 28 December 2007.

on 4 December 2006 based on the Udmurtian Republic

12. CJSCo TransCreditCart (40%). Agreement No. 1349 for

Arbitration Court's decision on closing bankruptcy

sale of securities was signed on 28 December 2007.

proceedings, dated 3 November 2006.
2007 based on the Udmurtian Republic Arbitration

Analysis of the operations
of subsidiaries and affiliates

Court's decision on closing bankruptcy proceedings,

JSCo «Russian Railways» manages its subsidiaries

dated 8 December 2006.

and affiliates on the basis of Regulations concerning

9. LLC Brat i Sestra (100%) was liquidated on 6 August

participation of JSCo «Russian Railways» in subsidiaries

2007 based on the decision of its member.

and affiliates and respective corporate governance policy

10. CJSCo Teleradiocorporatsia Yuzhny Region TV (31.36%)

approved by the board of directors of JSCo «Russian

was liquidated on 25 December 2008 based on the

Railways» on 16 November 2006.

decision approved at the annual general meeting of the

JSCo «Russian Railways» manages its subsidiaries

shareholders, dated 30 June 2006.

and affiliates using corporate methods in compliance

Entities under liquidation:

with the applicable legislation, charters and internal

1. JSCo Zabaikalskaya gornaya compania (34.29%). The

regulations of subsidiaries and affiliates without any

decision to liquidate the Company was adopted at the

administrative interference with their operations.

annual general meeting of the shareholders held on

JSCo «Russian Railways» develops and the management

27 June 2005.

of subsidiaries and affiliates approves regulations and

2. JSCo PKBV Magistral (40.45%). The decision to liquidate

standards concerning key activities of subsidiaries

the Company was adopted at the annual general meeting

and affiliates to allow for effective supervision over

of the shareholders held on 1 July 2008.

their performance, positive synergetic effect of their

8. LLC Asan-spirt (80%) was liquidated on 20 February
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operations and enhanced performance of the holding

Based on the 2008 year-end results of the subsidiaries

as a whole.

and affiliates, JSCo «Russian Railways» expects to receive

The corporate governance of subsidiaries and affiliates

dividends of RUB 1,418.1 million, including:

is based on participation of the representatives of

•

first six months of 2008 (RUB 6.1 million);

shareholders, boards of directors and supervision
committees of subsidiaries and affiliates. Seeking to

dividends already paid by JSCo RailTransAvto for the
Q1 2008 (RUB 10.6 million) and CJSCo EKZA for the

JSCo «Russian Railways» in general meetings of the
•

interim dividends for the 9 months of 2008 amounting

establish well-structured boards of directors, JSCo

to 10% of net profit totaling RUB 950.2 million (JSCo

«Russian Railways» elects those representatives to the

Roszheldorproject, JSCo First Freight Company, JSCo

boards of directors of its subsidiaries and affiliates who

Refservis, JSCo Transcreditbank, JSCo Barnaulsky
VRZ, JSCo Roslavlsky RVZ);

have been trained in corporate governance.
This significant growth in financial investments in
subsidiaries and affiliates, whose shares and interests

•

dividends for 2008 payable by other subsidiaries and
affiliates in the amount of RUB 451.2 million.

are owned by JSCo «Russian Railways», was due to the

In 2008, affected by the financial downturn freight

current railway transport restructuring in the course

service companies a drop or a slowdown in freight

of which branches of JSCo «Russian Railways» were

traffic is shown caused by lack of demand for this type

reorganized in major subsidiaries with their charter

of services. Companies whose profits depend on orders

capital formed. As the financial investments grow, the

placed by JSCo «Russian Railways» also recorded a slight

total amount of dividends paid by subsidiaries and

drop in their revenues as JSCo «Russian Railways» cut

affiliates increases.

respective programs in Q4 2008.

For the period from 2003 to 2008, JSCo «Russian Railways» increased its financial investments
in subsidiaries and affiliates by 56.3 times.

RUB billion

2003

2004

2005

2006

2007

2008

Financial investments, including

3.4

3.4

10.5

41.8

152.5

194.6

•

0

0

6.9

31.3

104.8

33.3

Dividends, RUB million

31

57

160

430

1,059

1,418

Dividend yield, %

0.90

1.68

1.53

1.03

0.69

0.73

in new subsidiaries and affiliates

The performance of subsidiaries and affiliates for 2003–2008 is shown in the table below:

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

21.4

28.3

37.9

92.5

463.5

482.3

Net assets

8.7

10.1

19.3

53.2

189.1

233.1

Equity

—

—

19.1

53.1

199.3

240.4

Revenue

22.8

34.0

45.1

92.5

214.0

436.1

Net profit

0.6

1.1

2.3

5.3

11.0

18.3
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Activities of key subsidiaries of JSCo «Russian Railways» in 2003–2008
JSCo First Freight Company was incorporated on 26 July 2007. Its core activities are freight transportations
by rail and forwarding services. The charter capital of the company is RUB 85,652.4 million.
Share of JSCo «Russian Railways» in the charter capital is 99.99%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

—

—

—

—

88.2

104.9

Net assets

—

—

—

—

86.8

93.7

Equity

—

—

—

—

86.8

93.7

Revenue

—

—

—

—

3.5

51.2

Net profit

—

—

—

—

0.8

7.7

0.1

0.7 *

Dividends to JSCo «Russian Railways»

* – dividends from JSCo First Freight Company
for the 9 months of 2008.
JSCo Transcontainer was incorporated on 4 March 2006. Its core activities are national
and international freight operations. The charter capital of the company is RUB 13,894.8 million.
Share of JSCo «Russian Railways» in the charter capital is 85%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

—

—

—

17.2

20.3

26.9

Net assets

—

—

—

15.3

16.8

19.1

Equity

—

—

—

15.3

16.8

19.1

Revenue

—

—

—

5.8

13.4

20.2

Net profit

—

—

—

1.4

1.5

2.7

0.1

0.1

—*

Dividends

* – the decision will be adopted at the annual general
meeting of the shareholders of JSCo Transcontainer.

JSCo Refservis was incorporated on 17 February 2006. Its core activity is freight transportation services.
The charter capital of the company is RUB 3,491.5 million. Share of JSCo «Russian Railways»
in the charter capital is 99.99%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

—

—

—

3.9

5.0

5.0

Net assets

—

—

—

3.1

3.9

4.1

Equity

—

—

—

3.1

3.9

4.1

Revenue

—

—

—

1.8

5.4

5.3

Net profit

—

—

—

–0.4

0.8

0.4

Dividends

—

—

—

—

0.1

0.1*

* – dividends from JSCo Refservis for the 9 months
of 2008.
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JSCo RailTransAvto was incorporated on 2 February 2007. Its core activity is freight transportation by rail.
The charter capital of the company is RUB 3,265.1 million.
Share of JSCo «Russian Railways» in the charter capital is 51%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

—

—

—

—

4.1

4.8

Net assets

—

—

—

—

3.6

3.3

Equity

—

—

—

—

3.6

3.3

Revenue

—

—

—

—

1.5

2.0

Net profit

—

—

—

—

0.4

0.0

0.2

0.01*

Dividends

* – dividends from JSCo RailTransAvto for Q1 2008.

CJSCo Transtelecom Company was incorporated on 21 November 2002. Its core activities are
communications engineering and operations. The charter capital of the company is RUB 2 million.
Share of JSCo «Russian Railways» in the charter capital is 99.95%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

5.5

6.5

7.6

10.2

13.0

16.6

Net assets

2.4

2.6

3.8

5.5

6.7

7.4

Equity

2.4

2.6

3.8

5.5

6.7

7.4

Revenue

5.6

9.0

13.7

16.4

21.3

24.2

Net profit

–0.4

0.2

1.2

1.8

1.5

1.0

Dividends

—

0.02

0.11

0.17

0.18

—*

* – the decision will be adopted at the annual general
meeting of the shareholders of JSCo Transtelecom
Company.
JSCo Roszheldorstroy was incorporated on 19 January 2006. Its core activities are construction of buildings and
premises of I and II criticality levels, and provision of customer/developer services. The charter capital of the
company is RUB 9,933.2 million. Share of JSCo «Russian Railways» in the charter capital is 99.99%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

—

—

—

16.6

20.2

30.3

Net assets

—

—

—

10.3

9.5

9.6

Equity

—

—

—

10.3

9.5

9.6

Revenue

—

—

—

25.8

39.0

65.6

Net profit

—

—

—

0.0

—0.8

0.3

—

—

—*

Dividends

* – the decision will be adopted at the annual general
meeting of the shareholders of JSCo Roszheldorstroy.
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JSCo Railway Trade Company was incorporated on 4 June 2007. Its core activities are wholesale
and retail management and trade. The charter capital of the company is RUB 8,077.3 million.
Share of JSCo «Russian Railways» in the charter capital is 99.99%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

—

—

—

—

9.1

9.1

Net assets

—

—

—

—

8.1

8.1

Equity

—

—

—

—

8.1

8.1

Revenue

—

—

—

—

2.0

9.1

Net profit

—

—

—

—

–0.02

0.03

—

—*

Dividends

* – the decision will be adopted at the annual general
meeting of the shareholders of JSCo Railway Trade
Company.
JSCo VNIIZT was incorporated on 9 September 2007. Its core activity is to conduct basic researches
to identify an overall strategy for the development of the railway transport based on the complex technical assessment
of its status and projected future freight volumes. The charter capital of the company is RUB 3,191.5 million.
Share of JSCo «Russian Railways» in the charter capital is 99.99%.

RUB billion

2003

2004

2005

2006

2007

2008

Total assets

—

—

—

—

3.2

3.7

Net assets

—

—

—

—

3.2

3.2

Equity

—

—

—

—

3.2

3.2

Revenue

—

—

—

—

0.002

1.5

Net profit

—

—

—

—

0.03

0.05

—

—*

Dividends

* – the decision will be adopted at the annual general
meeting of the shareholders of JSCo VNIIZT.
JSCo Vagonremmash was incorporated on 12 May 2008. Its core activities are passenger car production, passenger
and freight car capital repairs, and wheel set repairs. The charter capital of the company is RUB 4,073.7 million.
Share of JSCo «Russian Railways» in the charter capital is 99.99%.
JSCo BetElTrans was incorporated on 23 April 2008. Its core activities are production and sale of reinforced concrete
and timber sleepers, and railroad switch bars. The charter capital of the company is RUB 3,769.7 million.
Share of JSCo «Russian Railways» in the charter capital is 99.99%.
JSCo First Non-Metallic Company was incorporated on 29 April 2008. Its core activities are extracting and processing
nonmetallic mineral resources (production of gravel, crushed stone, quarry stone). The charter capital of the company
is RUB 6,268.9 million. Share of JSCo «Russian Railways» in the charter capital is 99.99%.

RUB billion

Name of Subsidiary

Total assets

Net assets

Equity

Revenue

Net profit

JSCo BetElTrans

6.1

4.0

4.0

6.8

0.09

JSCo First Non-Metallic Company

7.0

6.3

6.3

1.6

0.03

JSCo Vagonremmash

5.2

4.2

4.2

3.2

0.02
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The Company's asset management

Disposal of the Company's real estate

The charter capital of JSCo «Russian Railways» comprises

Currently, the Company disposed over 2.8 thousand

420,200 items of real estate. From the date of its

real estate items under sale and purchase agreements

incorporation, the Company is liable for managing 56,000

and deeds of gift.

property items of social, cultural, and public value owned

For the five year period, the Company's income from

by the Russian Federation (encumbered assets). For its

transactions with real estate amounted to RUB 18.6 billion,

business purposes, the Company owns and leases over

including:

1 million ha of land.

•

RUB 0.24 billion in 2005;

Real estate transactions for 2003-2008 period resulted

•

RUB 0.84 billion in 2006;

in RUB 39.1 billion of direct income only.

•

RUB 11.96 billion in 2007 (including RUB 9.72 billion
from sale of production facilities of the approach

On 28 November 2007, the board of directors of

railroad from Zeisk station to Elga coal deposit);

JSCo «Russian Railways» approved (Protocol No 19)
actions taken by JSCo «Russian Railways» to enhance
efficiency of the Company's real estate management.

•

RUB 5.53 billion in 2008 (including RUB 1.1 billion
from sale of production facilities of the Temryuk
port, and RUB 3.6 billion from sale of 15 car repair

Basic principles of the Company's

depots).

real estate management

Property items of social, cultural, and public value were

For the five years of its operations, the Company developed

contributed to the charter capital of JSCo «Russian

the following basic principles of administrating real estate

Railways» as of the date of its incorporation. Thus, taking

of JSCo «Russian Railways»:

into account that considerable portion of these assets is of

•

real estate shall be primarily used for its intended

social significance, JSCo «Russian Railways» takes efforts

(railway) purposes;

to transfer this property to public organizations.

Remuneration principle: all transactions with the

As of today, 1,560 items of property were transferred in

real estate of JSCo «Russian Railways» are for-fees

ownership of public organizations. As these transfer-based

transactions. Value of each transaction is determined

transaction were exposed to losses, the Company arranged

based on independent appraiser's valuation report.

sales of these assets to the public organizations.

Transparency principle: all public market transactions

These sales help the Company rationalize its assets and

with the real estate of JSCo «Russian Railways» require

create competitive conditions in markets where JSCo

that JSCo «Russian Railways» prepare a letter of intent

«Russian Railways» holds a monopolistic position. In

concerning the transaction containing reliable, com-

pursuance of Decree No 348-p of the Russian Govern-

plete and relevant information available to practically

ment, dated 20 March 2008, in 2008, JSCo «Russian

all potential contractors. To follow this principle, related

Railways» arranged public sales of 22 car repair depots

publications are available on the newly launched web-

encumbered with use restrictions. The Specialized State

site (www.property.rzd.ru) of the Property Management

Unitary Enterprise for the Sale of the Property of the

Department and in specialized mass media.

City of Moscow was appointed as an organizer of an auc-

Real estate management on a competitive basis:

tion (open in terms of bidders and bid prices) to ensure

all transactions with real estate of JSCo «Russian

maximum transparency of the procedures. The action

Railways» are generally public market transactions

was closed with 15 car repair depots sold. The assets

involving professional market players (including

initially bidded at RUB 2,527.7 million, including VAT,

property funds). This allows maximization of the

were sold for RUB 3,615.9 million, including VAT.

Company's returns.

In order to identify non-core, unused or ineffectively

•

•

•

used property items the Company performs annual stock
Property contributions to charter capitals

takings. The number of such items identified during the

of the subsidiaries

stock taking in 2008 approximated 3,400. For most of

For the five years of its operations, the Company set up

them, it is expected to arrange civil transactions.

over 50 subsidiaries and contributed 16.6 real estate

Efforts were taken to transfer encumbered assets

items to their charter capitals. Charter capitals of these

managed (administrated on the basis of the Russian

subsidiaries amount to over RUB 70.9 billion.

Government's order) by JSCo «Russian Railways» to

The most significant property contributions were

municipals and constituent entities of the Russian

made by JSCo «Russian Railways» to the subsidiaries

Federations. Currently, the Company transferred all

operating in logistics and trade (JSCo Railway Trade

56 thousand encumbered assets but 4 boiler plants and

Company, 5.3 thousand property items), construction

8 utility facilities.

(JSCo Roszheldorstroy, 4 thousand property items),
and rolling stock repairs (JSCo Zheldorremmash, 1.4
thousand property items).
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Transfer of the Company's property for use

Company mitigates its tax risks inherent to administration

From 2004 to 2008, the Company's lease income exceeded

of property owned by JSCo «Russian Railways».

RUB 20.5 billion. The lessees are obliged to maintain

From 2004 to 2008, JSCo «Russian Railways» signed more

leased property: in 2008 alone the lessees reimbursed

than 120 agreements for asset valuation services. These

JSCo «Russian Railways» for maintenance expenses of

services are rendered by appraisers who meet qualification

RUB 545 million.

requirements of JSCo «Russian Railways». High quality

An annual increase in lease payments reaches RUB

of valuation reports prepared by qualified appraisers

1 billion. For comparison, in 2008 the Company earned

is confirmed by opinions issued by Rosimushchestvo,

RUB 5.4 billion against RUB 2.8 billion in 2004.

other federal executive agencies and self-regulatory

Starting from 2010, the Company plans to reconsider

organizations of Russian appraisers.

its property relations with the federal agencies (except
for the Russian Ministry of Internal Affairs) which use

Registration of the Company's real estate

property of JSCo «Russian Railways» on a free basis and

At the date of its charter capital formation, JSCo «Russian

sign with them property lease agreements. The Company

Railways» registered and contributed 356,800 real estate

and the federal agencies are working together in planning

items (approx. 85%) consisting of 8,622 production and

respective federal budget expenditures.

technology complexes («PTC») to the Company's charter

The decision (Protocol No 36) to prohibit gambling

capital.

business at sites belonging to JSCo «Russian Railways»

Most of the registered property items that includes

was adopted at the meeting of the management board

PTC may not be sold, transferred under long-term lease

of JSCo «Russian Railways» held on 15 November 2006,

agreements or otherwise disposed of. Transactions with

for the purpose of creating a positive image of JSCo

property items composing

«Russian Railways» and improving quality of public

permitted when a PTC is decomposed, which requires

service. It was also considered inadmissible to permit

technical inventory and state registration of all PTC

any unlicensed and uncertified trade, including trade

property items. These procedures require significant

with counterfeit products and uncertified medical,

time and financial resources and may interfere with

pharmaceutical and food products at sites belonging

contributing property to charter capitals of subsidiaries

to JSCo «Russian Railways». The Company developed

and affiliates and using non-core assets for business

specific regulations to support this policy.

purposes.

registered PTC are only

On 29 June 2007, Russia Railways adopted the decision
Managing land resources of the Company

to decompose all PTCs on a scheduled basis. A scheduled

JSCo «Russian Railways» and the Russian Federation

decomposition of PTCs commenced in 2008. As compared

are finalizing registration of rights to land used by the

to 526 PTCs decomposed by 31 December 2007, in 2008

Company. JSCo «Russian Railways» has already registered

alone, the Company finalized decomposition of 712 PTCs

its right to 99% of lands, and right to 97% of federal lands

followed by the state registration of rights to each of

used by the Company (approx. 940,000 ha).

the 18,010 property items.

Registration of rights to railroad rights-of-way promotes
the development of the railway transport infrastructure

Property in international projects

and allows for commercial use of lands that are currently

The Company is active in acquiring rights to railway and

not used for production purposes.

other property items in Kazakhstan, Ukraine, Armenia

The Company's income from land transactions is growing

and other countries.

annually. Income from sublease of rights-of-way amounted

Proposal of JSCo «Russian Railways» for regulating

to RUB 89 million in 2007 reaching RUB 237 million in 2008.

property relations between Russia and Kazakhstan
concerning Russian railroads crossing the territory of

Valuation of the Company's assets

Kazakhstan was approved at the interstate level.

In 2003–2008, the Company reviewed more than 5,000

To formalize the relations between railways of Russia

valuation reports. Majority of these reports with negative

and Kazakhstan regarding the use of the respective

opinions required revaluation. For the last five years,

railroads, an Agreement concerning legal regulation of

total benefits from correctly determined market values

activities of railway transport enterprises, institutions

after deficiencies identified by experts of JSCo «Rus-

and organization was signed by the Government of the

sian Railways» were eliminated (so that no underpric-

Russian Federation and the Government of the Republic

ing of the Company's assets or overpricing of property

of Kazakhstan on 18 October 1996. Rights of the parties

purchased from third parties was allowed) amounted

to use railway infrastructures were not clearly set out in

to RUB 6.5 billion.

this agreement. Consequently, this interstate agreement

The process of determining market value and conducting

became irrelevant due to its inconsistency with the railway

due diligence of valuation reports is organized so that the

industry reforms in Russia and Kazakhstan.
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In 2008, JSCo «Russian Railways» proposed and the

entities of the Russian Federation», dated 4 December

Governments of Russia and Kazakhstan approved the

2006, and Order No. 197 «Concerning approval of pro-

draft interstate agreement under which the Russian

forma agreement for lease of federal land transferred

Federation would acquire 6 railway sections crossing

to open joint-stock company «Russian Railways» for

Kazakhstan, including 2 sections of Trans-Siberian

use», dated 22 July 2006, were issued by the Ministry

railway. Upon coming into effect, this new agreement

for Economic Development of the Russian Federation

will entitle Russia with clear and unavoidable rights to

to support the above order. These allowed for creating

respective items of railway infrastructure.

favorable financial and legal conditions for the Company
to use railroad rights-of-way (940,000 ha).

Development of a regulatory framework
for asset management
For the five years of its operations, the Company developed

Personnel performance management

an effective corporate system of regulations in the area
of the Company's asset management.

The personnel performance management system in JSCo

For the first time in the last 90 years of railway operations

«Russian Railways» is operating according to the Functional

in Russia, investment projects involving railway transport

Strategy for Developing the Personnel Potential of JSCo

are regulated with specifically developed documents such

«Russian Railways» until 2010, elaborated and approved

as: Decree No. 2552 p «Concerning further measures

by the Management Board of JSCo «Russian Railways»,

to use non-core and non-operational property of JSCo

and the Functional Strategy for the Management of

«Russian Railways» in investment projects» dated 26

Quality of JSCo «Russian Railways».

December 2006; Order No. 66 «Concerning approval of

In 2008, the efforts made by JSCo «Russian Railways»

Rules for the preparation and assessment of proposals

in personnel performance management were aimed at

on Russian Railway's participation in investment projects

the provision of subdivisions with professional staff

for construction (reconstruction) of residential and

with regard to the staff duty list and the amount of work

commercial property» dated 17 May 2007; Order No. 90

done, the optimization of staff size, the reduction of staff

«Concerning set up of the Central Commission of JSCo

outflow, the improvement of staff training and retraining,

«Russian Railways» for consideration of procedures,

the raising of the level of staff qualification, including the

terms and conditions of transferring land and property of

organization of the quality management system, the use

JSCo «Russian Railways» to investors» dated 4 July 2007;

of the mechanisms of the target motivation of personnel

Order No. 169 «Concerning procedures for engaging third

for taking the initiative and for personal achievements,

parties under projects for capital repair, reconstruction

incentives, and the engagement of professional staff in

and construction of station complexes» dated 8 December

the regions where employers offer stiff competition on

2008.

the labor market.

For the first time ever, procedures for transferring
railroads under lease agreements were settled: Order

See also Note 26 for details.

No. 91 of JSCo «Russian Railways» «Concerning railroad
leasing», dated 10 July 2008.

Human resources

Basic property management principles and approaches are

The Company is provided with human resources for the

generally regulated by Order of JSCo «Russian Railways»

relevant volume of transportation.

No. 150 «Concerning procedures for managing property

As of 31 December 2008, the number of employees of

of JSCo «Russian Railways»» dated 7 November 2008,

JSCo «Russian Railways» decreased by 3.5% versus the

which is based on a five year experience in and specifics

2007 level and totaled 1,165,687 employees, including

of using railway property in business operations.

321,400 executives and specialists (27.6% of the total

The Company actively participates in developing federal

number). The number of engineers in the Company grew

regulations concerning railway transport management.

by 2%. In 2008, the Company had enough core professional

For example, the Company took part in the preparation

staff for the amount of work to be done. The share of

of Order No. 264 of the Government of the Russian

the Company’s young employees up to the age of 30

Federation «Concerning procedures for the use of federal

increased by 2.1% and constituted 23.2% in 2008. That

lands transferred to the open joint-stock company

year, the number of employees with a higher education

«Russian Railways», dated 29 April 2006, stipulating

grew by 1%, and those with a secondary professional

conditions of transferring railroad rights-of-way to JSCo

education, by 1.4%.

«Russian Railways» under lease agreements.

The employees’ average age is 40 years. The number

Order No. 396 «Concerning approval of lease rates

of women in the Company working as executives and

applied to federal lands transferred to the open joint-

specialists grew by 1.8%, constituting 55.4% (53.6% in

stock company «Russian Railways» for use in constituent

2007).
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Personnel management

the basis of the technical schools and training centers of

In 2008, 72,000 executives and specialists underwent

railways (currently, there are 51 of them). In 2008, the

retraining, and the level of their qualification was raised;

technical schools and training centers trained 42,900

74,000 employees were trained and more than 154,000

persons, while the level of qualification was raised for

employees raised the level of their qualification.

37,000 persons, or 57% of the total number of persons

All the programs for raising the qualification as well as

trained for JSCo «Russian Railways».

retraining and training executives and specialists are

In addition, people are trained and retrained and their

brought in line with the Company’s development strategy.

qualification level is raised on the basis of the technical

Railway institutions of higher education are effectively

schools and colleges for railway transport, and the

cooperating with one another. In addition, the Company

relevant agreements are signed. In 2008, 17,500 people

began actively to cooperate with other leading Russian

were trained and 20,000 people raised the level of their

institutions of higher education for the purpose of pre-

qualification, being 27% of the total number of people

paring specialists for the strategic, investment, financial

trained for JSCo «Russian Railways».

management, corporate governance, legal, IT and per-

Currently, work is being actively carried on to develop new

sonnel performance management sectors. More than

approaches to organizing the work of locomotive drivers

1,100 top executives and candidates to such positions,

(engine-and-car rolling stock, stepwise air triggering

who are in the staff reserve, studied on the basis of spe-

system) without an assistant. Regulations are being

cial curricula in the Russian Railway Academy (Moscow

drafted to regulate all the operations of drivers working

Electro-mechanical Institute of Rail Transport Engineers),

without assistants, including their training issues.

Academy of the National Economy, Plekhanov Economic

Programs for training locomotive teams for rapid and

Academy, Higher School of Economics and other insti-

high-speed traffic on the Oktyabr and Gorkov railways

tutions of higher education. Over 600 of the Company’s

are currently being worked out.

executives and specialists underwent on-the-job training

JSCo «Russian Railways» has signed the Agreement for

at rail transport enterprises abroad. In all, 244 of the

Cooperation in Special-purpose Training of Specialists

Company’s employees receive business education at the

with Higher and Secondary Professional Education with

same time (in 2005, only 7 employees received it).

the Federal Railway Transport Agency Roszheldor. Under

In 2008, short-term training was organized for the

the Agreement, the Company is to cooperate with the

administrative staff at seminars and business classes

railway institutions of higher education. In all, there are

at the International Center for Financial and Economic

nine of them, i.e. Moscow Railway Engineer Institute,

Development, the Skolkovo business school, Moscow State

St. Petersburg State University of Railways, Rostov

University, etc. Over 450 executives and specialists were

State University of Railways, Urals State University of

taught leadership, effective management skills, the ways

Railways, Siberian State University of Railways, Omsk

of creating an innovative environment in the Company,

State University of Railways, Far East State University

team formation, the ways of stimulating subordinates,

of Railways, Irkutsk State University of Railways, and

and time management.

Samara State University of Railways. In the institutions of

To train the executives of JSCo «Russian Railways» in

higher education and technical colleges of rail transport,

the field of quality management, the Company organized

32,300 persons are studying intramurally and 15,700

cascade training relating to the quality management

persons, extramurally; all of them were sent there by

system jointly with the consulting company ZAO Tsentr

JSCo «Russian Railways».

Prioritet in 2006. In all, 4,841 employees are undergoing

To attract young specialists, JSCo «Russian Railways»

training. Attention is largely focused on the improved

has set scholarships and grants in 2005 and is paying

training of middle-grade managers. A special program

them annually.

for their training was worked out. It includes 4 modules

About 9,000 graduates of institutions of higher education

of the quality management system and 5 modules of

and technical colleges, who were taught in the target

contemporary management (training).

areas, find employment in the railway offices and other

In 2007-2008, the project for choosing our nationals who

branches of JSCo «Russian Railways» annually. In 2009,

graduated from the leading world business schools was

all graduates who signed target training agreements with

implemented jointly with an Austrian personnel agency.

the Company (over 8,000 persons) will also be employed

The structural subdivisions of JSCo «Russian Railways»

irrespective of the crisis.

employed four such people.

The departments and branches of JSCo «Russian Railways»

The concept of Corporate University was worked out in

are actively working jointly with institutions of higher

the Company so that the top management would undergo

education to form a staff reserve by taking promising

systemic and quality training.

students of senior courses. The students chosen undergo

People for JSCo «Russian Railways» are trained and

additional special training according to the authorial class

retrained and their qualification level is raised largely on

system and are employed by the Company’s branches;
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their professional and career growth is also planned by

In addition, a procedure has been established in the

the personnel performance management services.

Company whereby the minimum monthly rate of labor

By order of JSCo «Russian Railways», the regulation

payment is maintained in the subdivisions of JSCo «Russian

concerning corporate educational loans with the

Railways» at the level established in a region.

Company standing surety has been approved; as a result,

Under the Collective Agreement, wages are indexed

high-quality education can be received in the leading

quarterly at the level of the growth of prices of consumer

institutions of higher education in Russia and abroad.

goods and services announced by the Federal State

Currently, 23 persons are studying in this system; they

Statistics Service. In 2008, wages were indexed at the

were sent by the Gorkov Railway to Moscow Railway

level of the consumer price index, i.e. by 15.2%.

Engineering Institute and St. Petersburg State University

In the Company, work incentives are being improved,

of Railways.

especially for employees in the core production groups
which directly oversee the transportation process

Improving motivation and remuneration

and ensure its safety, by making greater use of the

Pursuant to Order No. 354 of JSCo «Russian Railways»

opportunities afforded by the corporate system of

dated 24 February 2009, the Department for Personnel

remuneration by establishing stimulating additional

Management, Remuneration and Motivation is to present

payments and wage increments and increasing the size

materials which are to be included in the anniversary

of bonuses.

report of JSCo «Russian Railways» for 2008.

In 2008, the Company took several measures to increase

In five years of work carried on by JSCo «Russian Rail-

the real wages of its employees; 32 billion rubles were

ways», the average monthly wages of employees engaged

additionally allocated for this purpose.

in transportation increased by 2.87 times from 7,741

Compensatory wage increments, whose size is

rubles in 2003 to 22,239 rubles in 2008. Real wages in-

differentiated in relation to the extent of lag, were

creased by 52.0% against a 32.1% growth of labor pro-

established in May 2008 for the Company’s employees

ductivity. In the Russian economy, real wages increased

in all regions where the railway workers’ wages are less

by 81.4% in the said period.

than in industry.

In the period which elapsed, the Company worked out

Moreover, the wages of all the Company’s employees have

and implemented substantial projects in the area of

been indexed by 10% above the inflation rate as of 1 July

remuneration.

due to the indexation of transportation charges.

The Company worked out and on 1 April 2007 implemented

The Regulation concerning the One-time Payment of an

the corporate system of remuneration; its implementation

Award to the Employees of JSCo «Russian Railways» for

ensured an average 10% growth of wages of the Company’s

Loyalty to the Company came into force on 1 July 2008

employees.

to retain personnel and stimulate employees to continue

The corporate system of remuneration provides for

working at the Company.

organizational and technological transformations in

The length of service, which gives the right to an award

the Company, up-to-date methods of motivation, the

for loyalty to the Company, includes not only the period

possibilities of direct motivation, and the need to improve

of work in the Company, but also the time of continuous

the wage structure.

work at railway enterprises whose assets were entered

A specific feature of the new system of remuneration is

in the charter capital of JSCo «Russian Railways».

the substantial enlargement of the guaranteed part of

Compensation is paid to employees who are retiring as

the employees’ wages, i.e. salaries and payment rates

well as those who are made redundant (in this case, the

were raised by an average of 57%. Flexibility and com-

length of service should be more than three years).

plex motivation possibilities of the corporate system

The list of production violations and disciplinary offences

of remuneration allows the branch heads to determine

whereby an employee is not paid an award has been

the priority of the production groups and ensure their

clearly defined. They are accidents and crashes as well

preferential motivation with regard to certain operating

as cargo theft for which employees are at fault, and

conditions and the demands of the labor market.

presence at work in a non-sober state and absence at

One of the main lines of the corporate system of remu-

work for no apparent reason.

neration was to bring the minimum wages in the Com-

In February each year, an award is paid for work with

pany to the legislatively established level in the Russian

no accidents to the Company’s employees who by their

Federation.

daily work ensure the transportation of freight and

As of the end of 2008, minimum wages in the Company

passengers and their safety.

amounted to 5,102 rubles, surpassing their level in the

The results of the Company’s activity in the sphere of

Russian Federation by more than twofold (in the Russian

remuneration considerably improved the position of

Federation, the amount of minimum wages increased in

JSCo «Russian Railways» on the regional labor markets.

2009 from 2,300 rubles to 4,330 rubles).

According to the Federal State Statistics Service, the
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number of regions where the wages of the Company’s

The key principle of the Agreement is mutual interest

employees were lower than the wages in industry

and greater social responsibility by the employer and

decreased from 26 (as of December 2007) to 12 (as of

employees for the results of the Company’s production

December 2008).

and economic activity and, on this basis, the growth of

The steps taken to raise the wages of the Company’s

its employees’ wellbeing and a higher level of their social

employees promoted the growth of real wages in 2008 by

protection. Hence, the level of social protection and the

11.3%, being higher than the growth of wages throughout

scope of social guarantees hinge on the effectiveness

the Russian Federation (10.3%), and ensured correlation

and efficiency of the Company’s work.

between the railway workers’ wages and those in the

The Collective Agreement of JSCo «Russian Railways» for

Russian economy as a whole at the 2007 level, i.e. 1.3

2008–2010 fully meets the contemporary requirements

times. On the annual average, wages in the Company

for transforming social outlays into a tool for making

amounted to 22,239 rubles, being a 27% growth against

the Company’s activity more effective. On the whole,

the 2007 level.

the obligations of the new Collective Agreement of
JSCo «Russian Railways» for 2008–2010 are being met

Awards, medals and
other commemorative badges

with regard to the changed socioeconomic conditions of

Every quarter, the Management Board of the Company

situation in JSCo «Russian Railways».

sums up the results of the network competition between

According to the management accounting statements,

railway teams, other branches, structural subdivisions

roughly 76.4 billion rubles were spent on meeting

and employees of JSCo «Russian Railways».

obligations under the Collective Agreement of JSCo

In 2008, 731 teams won prizes in industry competi-

«Russian Railways», excluding subsidiaries and affiliates

tion.

that have separated from the Company.

In 2008, 8,820 Company employees and non-employees

Expenses on the social package for railways, including

received awards of every kind, including

resort and sanatorium treatment, medical care, provision

•

state awards, 145 persons, and

of household fuel and other social guarantees averaged

•

awards from the Ministry of Transport of the Russian

38,800 rubles per employee and over 7,000 rubles per

Federation, 538 persons.

non-working retiree.

In all, 8,137 employees received corporate awards,

In 2007, roughly 75 billion rubles were spent, including

including 451 employees who received the Company’s

59.4 billion rubles on railways, to meet obligations

highest award, i.e. Honored Railway Worker of

under the Collective Agreement, excluding subsidiaries

JSCo «Russian Railways».

and affiliates that have separated from the Company.

•

the Russian Federation and the financial and economic

In 2003–2008, 40,500 Company employees and non-

Expenses on the social package for railways (including

employees received awards of every kind, including

resort and sanatorium treatment, medical care, provision

•

state awards, 1,325 persons, and

of household fuel and other social guarantees) averaged

•

awards from the Ministry of Transport of the Russian

34,900 rubles annually per employee and 6,400 rubles

Federation, 1,657 persons.

per non-working retiree.

In all, 37,500 employees received corporate awards,

In 2008, the Corporate Social Report was drafted in ac-

including 2,228 employees who received the Company’s

cordance with the GRI G3 guidelines in non-financial re-

highest award, i.e. Honored Railway Worker of

porting and with the principles of the UN Global Agree-

JSCo «Russian Railways».

ment and the recommendations of the Russian Union of

•

Industrialists and Entrepreneurs. The internal and external
parties concerned were canvassed to assess the activity

Social responsibility

of JSCo «Russian Railways» in the social sphere. The experts’ view on the report was drawn up by the Institute

The strategic program for the development of JSCo «Rus-

of Social Policy and Socioeconomic Programs of the State

sian Railways» defines the social responsibility as an impor-

University of the Higher School of Economics.

tant part of the Company’s viability and steady work.

Work has been done to conduct a social audit in JSCo «Rus-

Social and labor relations are regulated under a

sian Railways»; the audit represents an independent com-

collective agreement, which ensures a stable moral and

plex assessment of the effectiveness of the Company’s

psychological climate in the Company’s working teams.

social policy. As a result, the Company’s competitiveness

The obligations under the new Collective Agreement

will be enhanced and its prestige will increase in the

of JSCo «Russian Railways» for 2008–2010 are being

Russian and global business communities as a socially

fulfilled in a changed socioeconomic situation in the

oriented company.

Russian Federation and in the Company’s financial and

The Code of Corporate Social Responsibility of JSCo «Rus-

economic situation.

sian Railways» was worked out to position the Company
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on the world market as an honest partner and a socially

Number of employees who received financial support

responsible corporate member of society. It sets forth

when improving their housing conditions

the system of interrelated principles, priorities, requirements and restrictions which the Company uses

3914

as guidelines when applying a socially responsible ap2007

proach to business activity in relation to all the parties

1879

concerned.
In 2008, the Company upheld the Social Charter of Russian
Business, a document which was drawn up on the initiative
of the Russian Union of Industrialists and Entrepreneurs

2273

and which determines the aspiration of Russian business
for openness and social responsibility.

2008

1833

Housing program
As a socially responsible company, JSCo «Russian Railways» focuses considerably on one of the most impor-

young employees

tant lines of social policy, i.e. the solution of housing

other employees

problems of the Company’s employees.
To form a systemic approach to housing issues, in 2005
JSCo «Russian Railways» approved the Concept of the
Company’s Housing Policy and a package of norm-

subsidy) when employees acquire housing, as well as other

related documents needed for its implementation in

financial assistance to its employees who need to improve

2005–2007 and in the period till 2010. The approved

their housing conditions on the grounds established by

documents define the ways of resolving two basic

the Company’s norm-related documents.

issues: the Company’s diverse financial assistance to

The mechanism for providing corporate support to the

employees purchasing housing and the creation of the

Company’s employees in the form of a mortgage subsidy

Company’s specialized housing fund for technological

allows the Company to improve, in the event of equal

requirements.

expenditures, the housing conditions of over 2.5 times

Currently, JSCo «Russian Railways» provides corporate

the number of employees who purchased housing on

support by subsidizing a part of the expenditures on the

credit terms with installment payments, a system which

payment of interest accrued on mortgage loans (mortgage

was applied until 2006.

Improvement of housing conditions of employees with the financial support
of JSCo «Russian Railways», number of persons

5793

4435

4106
2810
2255

2004

2005

2006

2007

2008
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In 2004–2008, financial support for the acquisition

Health care

(construction) of housing was provided to more than

As of 31 December 2008, JSCo «Russian Railways» had 270

19,000 railway employees. In five years of activity of

non-state health-care institutions with 3.4 million persons

JSCo «Russian Railways», 19,200 employees purchased

to be provided with medical care (4.3 million persons as

apartments on the basis of diverse corporate support,

of December 31, 2003), 38.3% of whom were employees

including 16,300 employees who used subsidized mort-

of JSCo «Russian Railways». In 2008, 1,062,000 employ-

gage loans.

ees of JSCo «Russian Railways», or 96.4% of the planned

Another line of the Company’s housing policy is to create a

level, underwent preventive medical treatment.

housing fund so as to have manpower for the technological

In 2008, workers engaged in rail traffic safety underwent

and production process. A housing fund is needed due

roughly 380,000 (in 2003, 330,000) medical examinations,

to the technological and production features of rail

3,500 of whom (in 2003, 4,600 persons) proved to be

transport, the territorial scatter of the infrastructure,

inapt professionally.

close continuous coordinated work of the structural

The health care system of JSCo «Russian Railways» has

subdivisions, the employees’ great responsibility, and

4 mobile consultative and diagnostic centers in railcars

the need for employees of certain professions to live in

with modern medical equipment and video medical

direct proximity to their place of work.

complexes on the Northern, Far East, Krasnoyarsk and

Housing is provided to employees of the key professions

West Siberian railways. In 2008, 4 mobile consultative

and positions who ensure the transportation process

and diagnostic centers made 62 visits to 284 railway

and the operation of new production capacities, and to

stations, and roughly 42,000 persons were examined.

managers and specialists who were invited or rotated.

JSCo «Russian Railways» has a network of video medical

The existence of the necessary housing fund of the

centers for effectively holding planned and emergency

Company will ensure:

video consultations with specialists of the leading medical

•

the continuous and round-the-clock operation of the

clinics in Russia and abroad.

transportation process;

Today, the complex of sanatoriums and resort and health

higher technological and production stability of the

centers of JSCo «Russian Railways» includes 14 central

work of railways;

non-state health-care institutions with 2,831 places. They

less risk of violation of the transportation process

include 9 sanatoriums with 2,019 places, 3 preventive

(violation of the technological timetable of an inspection,

treatment sanatoriums with 438 places and 2 holiday

late arrival at the relevant place for repairs, aftermath

centers with 374 places.

of natural occurrences and other circumstances, and

The sanatoriums have the latest therapeutic and diagnostic

the failure to provide the technological transportation

equipment. Most of the sanatoriums and resort and

process with manpower and ensure rotation);

health centers are on the territories of excellent spas

active positioning of JSCo «Russian Railways» on the

of Russia, the Black Sea coast of the Caucasus and the

labor market.

Caucasian Mineralnye Vody.

•
•

•

Number of employees of JSCo «Russian Railways» treated at central medical institutions

26,000
25,000
24,000
23,000
22,000
21,000
20,000
2004

2005

2006

2007

2008
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Youth policy

initiated within the Company. In 2008, the contest of in-

At the time of reform, the new management, marketing

novation projects «New Link» in the form of youth get-

and financial solutions are central in implementing the

togethers was held at the regional level in Krasnoyarsk,

projects designed to stimulate the continuous process

Khabarovsk and Rostov-on-Don.

of efficiency and the Company’s development .

In the summer of 2008, the corporate program for

All the social programs of JSCo «Russian Railways» are

recreation and health of young people and teenagers –

being worked out in accordance with the basic lines of

Network 3D: Road, Home, Friends – was elaborated and

state policy and ideologically rest on the principles and

implemented.

provisions of priority national projects in combination

In 2008, which had been declared a family year in the

with the interests of business development.

country, a special project of general state importance

A vivid example in this respect is the Company’s target

known as the Family Album was worked out and

program «Young Employees of JSCo ‘Russian Railways’

implemented.

(2006 – 2010)», which ideologically rests on the principles

To assess the effectiveness of the youth program, a survey

and provisions of the priority national projects «Health»,

is carried out annually to see how young employees of

«Education» and «Accessible and Comfortable Housing

JSCo «Russian Railways» are satisfied with their economic

for Russian Citizens».

and social status.

The Council for Youth Issues under the auspices of the

The project «Company’s Open Doors», aimed at working

President of JSCo «Russian Railways» was established to

with teenagers, is being implemented within the framework

transform the young employees’ active life outlook into

of the target program «Young Employees of JSCo ‘Russian

a production initiative with the subsequent development

Railways’ (2006–2010)».

of leadership qualities in them.
The Youth Project Center of JSCo «Russian Railways»

Veterans and the corporate pension system

promotes professional growth, the creation and

Attaching great importance to corporate pension

development of professional qualities, an active life outlook

security, JSCo «Russian Railways» is aware of the social

and the production initiative of young employees of JSCo

responsibility of business to its employees, including

«Russian Railways» via information and educational

retirees and those who retired upon ending their

activity common to the entire railway network.

service.

An example in this respect is the general network and

In elaborating and implementing the program for

regional get-togethers of young employees of JSCo «Rus-

corporate pension security (hereinafter, the «program»),

sian Railways». The get-togethers are largely intended

JSCo «Russian Railways» intends to work out an effective

to promote the participation of young people in strate-

line of its personnel policy which could resolve social

gically reforming rail transport, enhance the production

issues as well as issues directly relating to labor efficiency

initiative and improve the systems of financial manage-

and productivity and to the engagement and renewal of

ment and marketing. Consequently, youth projects were

personnel.

Issues to be resolved by using the program

Issues to be resolved
by using the program

Motivation
•

Enhancement of loyalty

Social protection
•

to the Employer

•

Raising the level of pension security

Additional material security upon ending

Attraction of personnel
•

service

•

for respectable and honored

Insurance protection of an employee and

on the labor market

•

his relatives in the event of death

The significance of non-state pension
security does not decrease for
an employee in the course of time

Retaining qualified employees
and cost minimazingon the training

employees

•

Employer’s competitive advantages

of new employees

•

An increase in the replacement rate

•

Renewal of personnel
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Railway workers’ corporate pension security is imple-

Sponsorship, charity, culture and sports

mented in compliance with the Regulations for Non-state

In JSCo «Russian Railways», sponsorship is a traditional

Pension Security of the Employees of JSCo «Russian

line of corporate social responsibility that began in 2004

Railways», which reflect the following principles:

and is being successfully implemented today.

•

Parity (equal share) participation of the employer

One of the main lines of sponsorship is the financial

and employee in financing the employee’s future

support given by JSCo «Russian Railways» to professional

corporate pension;

sports clubs whose sports are the most popular among

Establishment of the size of an employee’s monthly

railway workers.

pension contribution, depending on the age of the

JSCo «Russian Railways» closely cooperates with the

employee taking part in the corporate pension

social organization Russian Physical Sports Society

system;

Lokomotiv. In 2006, a cooperation agreement was signed

Dependence of the size of corporate pension on

whereby the social organization and the Company jointly

the amount of an employee's wages and his length

create conditions for maximally drawing the Company’s

of service with JSCo «Russian Railways» or on the

employees and their family members into physical training

insurance length of payment of contributions;

and sports permanently, develop children’s sports,

Full financial security concerning the payment of the

improve the quality of the services provided at the

established corporate pensions;

sports sites of JSCo «Russian Railways», and establish an

Life-long payment of corporate pension.

information system with a view to forming a healthy mode

•

•

•
•

As of 1 January 2008, 150,000 former employees of

of life among employees. The regional representations of

JSCo «Russian Railways» received corporate pension.

Lokomotiv can help attain those goals at all levels.

In 2008, 179,600 non-working railway retirees received

In 2008, 11 general corporate and international sports

corporate pension through the non-state pension fund

events were held.

Welfare in accordance with the results of their work. The

In 2008, 846 social units were in operation. That year,

pension averaged 1,948 rubles. In a year, 25,863 pensions

social assets were objectively optimized so as to keep

were newly established, averaging 2,787 rubles.

the units needed by the Company and to rid it of the

In 2007, 2.3 billion rubles were spent from the fund to give

inefficient units.

monthly material support to 537,400 persons. In 2008,

Roughly 150 cultural objects will be involved in civil-law

over 474,000 non-working retirees received material

operations and their sphere of activity will be changed so

support amounting to over 2 billion rubles through the

as to use them in core activity as a result of the approved

charity fund Respect.

Concept of Development of Cultural and Educational

Basic indicators of the pension system of JSCo «Russian Railways»
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Work in JSCo «Russian Railways» until 2013, which is

The strategy provides for transition to a new system of

aimed at bringing the social and cultural sphere in line

transportation safety management.

with the Company’s contemporary requirements, making

To ensure and consistently improve safety standards

the management of the cultural units of JSCo «Russian

with a minimum investment of resources, the Company

Railways» more effective, creating the mechanisms of

will develop a Safety Management System on the basis

economic independence of the said units, and expanding

of new principles, techniques and tools.

the scope of services rendered by the cultural units to

The key objective of officers-in-charge and the middle

railway workers and their family members as well as

management of structural divisions is to ensure that the

outside consumers.

safety standards are duly applied within the systems they

To retain personnel, a certain part of the cultural units,

operate. This is exactly the area where safety violations

located in small populated areas where the Company’s

occur. Accident analysis shows that they primarily relate

employees live in close vicinity and there are no alternative

to the violation of repair & maintenance processes and

units of other owners, is to be maintained jointly with

operating standards.

the municipal authorities or independently. A subsidiary

The Company has launched the strategy action plan.

or affiliate is to be set up on the basis of 30–40 cultural

Department managers and specialists have been trained

units which are in large cities of the Russian Federation.

in safety management. A regulatory framework has

Such work will be carried out in stages.

been developed for calculating damages arising from
transport accidents.
The Situation Center will be a fundamental component

Safety of transportation

of the new system of safety assurance and the key focus
of efforts in collecting and processing monitoring data

In 2008, just as ever since the start of its business,

and elaborating applicable management decisions.

JSCo «Russian Railways» focused on the safety of freight

A Conceptual Design of the Situation Center has been

and passenger operations as a top priority.

developed. It provides for a common information

Each year, the Company develops a Safe Transportation

space, which will ensure that adequate information on

Program targeted to implement most effective state-

the condition of technical facilities and the quality of

of-the-art technology across all industry segments in

processes is obtained without delay.

consistency with rising safety standards for freight and

The Joint-Stock Company Design & Research Institute for

passenger operations.

Information Technology, Signaling and Telecommunication

Since 2003, over RUB 27 billion has been invested in the

on Railway Transport (JSC NIIAS) has worked on the

Program, including RUB 6.1 billion in 2008. The following

development of information systems for the quality

facilities have been placed in service:

assurance of individual processes and ongoing monitoring

•

The Train Braking Automated Control System SAUT-

of the technical facilities' condition.

TsM on 470 locomotives and track 394 km long; and

In 2008, the Company implemented KAS ANT system,

485 locomotives were outfitted with microprocessor

which is a comprehensive automated tool for recording,

decoders KLUB-U equipped with safety features.

controlling and handling failures and analyzing the

44 high-performance fixed stops and 38 electric

reliability of technical facilities.

derailing blocks

KAS ANT has helped collect data on the failures of

492 recorders for service communications between

technical facilities involved in the operations. The data

station duty officers, traffic controllers and train

are collected in an automatic mode using the traffic

drivers

schedule.

372 on-the-run diagnostics systems KTSM-01D and

AS KMO, an automated system for keeping record of

KTSM-02 for rolling stock and locomotives

monthly inspection reports is applied across the railway

74 railway crossing barriers UZP to avoid car accidents

network. AS KMO is used to accumulate and process

caused by unauthorized driving across the tracks

data obtained in the monthly inspections of railway

22 suites of the Automated System for the Commercial

stations and monitor failure frequency and correction

Inspection of Trains ASKOPV.

progress.

•
•

•
•
•

The functional strategy for transportation safety and

This system is connected to 49% of railway stations and

security assurance as adopted by the Management Board

serves over 12,000 users. The Company has made a major

of JSCo «Russian Railways» at its meeting in March

effort in enhancing accident and derailment management

2007 is the general strategic direction the Company has

by developing and implementing high-productivity repair

pursued in its traffic safety efforts.

facilities and replacing/upgrading obsolete equipment.

This functional strategy will help overcome the faults of

High-performance technical facilities have also been

the existing safety management system ascending to a

implemented in other industry segments.

principally new level of its development.

The Safe Transportation Program intends to ensure high
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safety standards for the Company's freight and passenger

Safety of operations

operations by improving repair and maintenance of the
railway infrastructure and rolling stock and implementing

Analysis of the current situation suggests that rail

next-generation technical facilities providing advanced

transport remains an attractive target for delinquents

functionality.

and criminal and extremist groupings.

This investment and other relevant expenditures have

In 2008, 2,071 acts of unlawful interference with railway

yielded benefits. In 2008, railway accident rates de-

operations were recorded, including: 1 explosion on

clined by 12.8% with an average reduction of 8.5% in the

the Moscow Railway, 232 instances of tracks stripped

Company's accident rates. Total transportation safety

down; 561 instances of foreign objects left on the tracks,

violations as calculated for one billion of ton-km opera-

114 anonymous threats to commit an act of terrorism

tions decreased by 13.8% for the railways and by an av-

received, 41 assaults made against the Company's staff

erage of 9.5% for the Company, including its functional

on duty. Across a range of railway facilities, 3 explosive

branches.

devices, 35 mines, 53 hand grenades and 582 unattended

Collisions in shunting operations, switch operation fail-

suspicious objects were detected. Eighteen events of

ures, instances when cars were accidentally discon-

detecting explosives were recorded.

JSCo «Russian Railways» safety indicators 2004–2008

2004

2005

2006

2007

2008

5,313

4,871

4,705

4,795

4,364

Crashes

4

3

2

4

1

Accidents

0

2

1

1

2

Train derailments

59

40

45

71

45

Average violations for one billion
of ton-km operations

1.46

1.31

1.26

1.15

1.04

Total safety violations, including:

nected from passenger trains as they were running or

Law-enforcement agencies identified 1,206 acts of offence

from freight trains due to loading standard violations,

and prevented from another 879 offences on the railway

failures of automatic couplings, failures of technical fa-

network operated by JSCo «Russian Railways». 11,839

cilities causing train delays of over 1 hour, track failures

offenders were apprehended and another 38 on the

resulting in traffic interruptions or slowdowns to 15

wanted list were arrested. 291 unattended suspicious

km/h, and red signals missing at dangerous work sites

objects were detected.

declined year on year.

The situation concerning crime also remains tense on the

No such failures occurred through the Company’s fault

railways. A vigorous effort to enhance theft prevention

as trains received on a busy track or dispatched to a

alongside rigorous control of law enforcement have helped

busy line, cargo falling off a freight train when running,

reduce theft rates across the railway network by 14%

bogie side frames breaking, false ‘clear’ signals switch-

from 17,480 acts of theft in 2007 to 15,067 in 2008. The

ing on, or train backbone frames disintegrating.

thefts of items containing non-ferrous metals decreased

Fifteen railway divisions reduced their accident rates.

by over 50% from 4,662 in 2007 to 2,262 in 2008.

Forty divisions reported no crashes, accidents, derail-

Over 16,100 thieves were arrested. This figure includes

ments or collisions of passenger or freight trains in

1,359 railway employees (down 20% from 2007).

2008. Only 42 freight train derailments were recorded

Over 5,100 criminal cases were initiated against thieves

last year compared with 65 in 2007.

with close to 1,100 criminals convicted.

Currently, the management of all railway divisions is
faced with the task of not just keeping these downward
trends in accident rates, but also, through systemic
corrective and preventive measures, to prevent from
any such conditions that might potentially give rise to
transport accidents.

Business priorities

Occupational safety
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In 2008, RUB 8.6 billion, a total for all sources of financing
within JSCo «Russian Railways», or RUB 7,600 per

See also Appendix 27.

employee was invested in improving work conditions

One of the most important objectives of JSCo «Russian

and occupational safety standards.

Railways» is to ensure safe working conditions by reducing

Thanks to preventive activities undertaken within

occupational injury rates and protecting the life and

the occupational safety framework at all levels of

health of workers.

management, the Company has been able to reduce

In accordance with the Company's development strategy,

overall occupational injury rates, including the rates of

the principal goal of the occupational safety measures is

fatal injury, against the backdrop of an ongoing growth

to mitigate the risk of occupational accidents and focus

in operations and, consequently, increasing production

on maximally safe processes and equipment.

intensity.

Over many years, a framework of occupational safety

In spite of the Company's effort in upgrading the

management has shaped within the Company. Currently,

infrastructure, occupational injuries still occur. In 2008, 649

it is an integral part of the Company's management

employees were injured, of which 80 were fatal cases.

framework ensuring an integrated approach to and

It should be noted that a mere four injury types, including

uniform procedures for organizing occupational safety

rolling-stock runovers, electric traumas, falling from a

activities. Over 4,000 employees are involved in the

height or rolling stock when running and traffic accidents

occupational safety framework.

account for about 80% of fatal injuries.

Russian Railways develop an Annual Program for Im-

JSCo «Russian Railways» has taken measures to reduce

proving Working Conditions and Occupational Safety

these factors. Alerting systems are implemented to

Standards each year on the basis of proposals coming

warn people working on the tracks when a train is

from departments, boards, railway divisions and direc-

approaching. Novel technology has been developed for

torates. This program provides for centralized invest-

the repairs & maintenance of tracks and energy supply

ment in the implementation of most efficient technical

facilities. Along with other technology and devices,

facilities ensuring the safety of work. The Program ac-

applicable standards incorporate protective clothing

tivities are targeted at:

capable of shielding from the heat of an electric arc or

•

Reducing occupational injury rates

induced voltage.

•

Reducing professional illness rates by improving

According to the Ministry for Public Health and Social

working conditions

Development, the Company has lower occupational injury

Improving occupational hygiene standards

rates compared with other industries in Russia.

•

Air purifiers and heat shields are supplied to locomotive

With occupational injury rates declining year by year,

depots and car houses within the investment program.

JSCo «Russian Railways» has been able to reduce the

This is one of the measures to improve working conditions

relevant expenses on public insurance claims. Russian

and reduce illness rates across these business units.

social insurance funds reduced rates for occupational

For these business units, the Company also procures dry-

injury insurance from 1.4% of payroll (in 2001) to 0.4%

cleaning and washing machines helping keep the protective

(in 2006).

properties and extend the useful life of work clothing.

Following assessment as of January 1, 2009, 531,700

Occupational Safety technology suites will be supplied

workplaces were registered and 240,500 contingently

to business units relating to electrification, energy

approved (45% of all), including 193,000 with permanent

supply, automatics, teleautomatics, communications and

hazards.

computer technology. This will help reduce the probability

In light of the complexity and multistage nature of the

of electric trauma in catenary system, power network

assessment process and the fact that there are over

and signaling system operations.

half a million of workplaces across the national railway

The Company plans to procure gas analyzers for sewage

network, the Company has developed a framework

systems and boiler plants in an effort to mitigate the

for organizing the workplace assessment process by

risk of intoxication during underground utility, sewage

establishing an Industry Center for Occupational Safety

and boiler operations at its business units dealing with

and base occupational safety centers on each railway.

civil works, water supply and sewage, communications

Differing in ownership and subordination structure, these

and computer technology.

centers ensure the independence of assessment.

In 2008, a total of RUB 2 billion was invested in Program

This assessment framework allows to develop and imple-

activities, including centralized investment of RUB 0.5

ment measures to improve workplaces, bringing them

billion, the remaining RUB 1.5 billion coming from the

in conformity to the occupational safety standards. In

railway budget.

2008, around 11,300 workplaces were standardized,

The Company expends an annual average of over RUB

and the working conditions were improved at 39,700

6 billion for occupational safety activities.

workplaces.
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Applying individual protection equipment is an essential

abstraction are duly licensed. The Company has developed

part of the preventive activities targeted to ensure safe

and is currently implementing the Environmental Policy

working conditions and mitigate professional risks. The

as approved by Decision No. 34 of the Management Board

Company has enhanced investment in purchasing protec-

of JSCo «Russian Railways» of October 10, 2008 and

tive clothing and footwear and other individual protec-

the Environmental Strategy of JSCo «Russian Railways»

tion equipment year by year. The relevant expenditures

through 2015 and 2030 as approved by Order No. 293r

totaled RUB 2.6 billion in 2008.

of February 13, 2009.

The Company provides for a multilevel and ongoing

Environmental audit is conducted to review and certify

training of the Company's executives, specialists and

the compliance of the Company's environmental activities

other staff in occupational and industrial safety.

with the Russian environmental law and the environmental

The Company has a Policy for Organizing Occupational

management system as provided in the International

Safety Training and Knowledge Testing for the Employees

Standard GOST R ISO 14001.

of JSCo «Russian Railways», which outlines training

Rail transport is globally recognized as a most ecofriendly

procedures.

transport industry, notably, due to a comparatively low

Professional development, continuing education, train-

energy consumption.

ing in occupational safety and knowledge testing are

JSCo «Russian Railways» is a major freight and passenger

facilitated in higher education institutions specializ-

carrier in Russia with a share of over 80% in the national

ing in the railway industry and their branches, tech-

freight traffic (excluding pipeline transportation) and close

nical colleges, training centers and railway technical

to 40% in the national passenger traffic. The Company's

schools. Over 80 educational institutions provide staff

share in the national total of environmental pollution

training to the Company. Over 10,000 executives and

is as follows:

specialists of JSCo «Russian Railways» are trained in

•

0.7% for emissions from fixed sources

occupational safety each year. In 2008, 15,000 execu-

•

1.0% for emissions from mobile sources

tives and specialists of the railway divisions and other

•

0.1% for polluted discharge to water reservoirs

branches of JSCo «Russian Railways» underwent occu-

•

0.1% as a producer of production and consumption
wastes

pational safety training. The relevant expenses totaled
RUB 42.8 million.

Extensive use of electric trains producing no exhaust

Occupational safety rooms and cars are used extensively

and helping reduce heavy metal pollution yields another

across structural divisions to promote and facilitate oc-

environmental advantage to rail transport in Russia.

cupational safety training. These facilities are equipped

Electric operation accounts for over 85% of freight traffic

with training complexes, simulators and demonstration

and 80% of passenger traffic.

materials. Eighteen occupational safety cars are in place.

From the creation of the Company, or in the period from

Around RUB 60 million was spent on outfitting occupa-

2003 to 2008, its emissions have declined by 30.0%,

tional safety rooms and corners in 2008.

polluted discharge to water reservoirs by 55.4% and

In 2008, the Company held 58 technical councils, 457

water consumption in production by 22.9%, while waste

trainings and workshops at the department and railway

use and treatment increased by 18%.

division level and 90 exhibitions and contests. In addition,

This was achieved through investment projects, the

the Company's representatives gave 141 speeches on

technological upgrading of the industry and an efficient

the radio and TV, 77 TV films and trailers were newly

environmental management system in place.

created and a number of articles were published in the

The Company's investment project Ensuring Environmental

federal and regional press.

Safety, which is currently in the process of implementation,
involves constructing/reconstructing treatment facilities,
acquiring environmental plants and equipment, outfitting

Environmental safety

environmental labs and purchasing oil-spill equipment.
In 2008, the relevant capital expenditures amounted to

The Company performs environmental activities in ac-

RUB 716 million. In the period 2003–2008, environmental

cordance with the environmental legislation of the Rus-

investment totaled RUB 2.6 billion, and operating costs

sian Federation and Provision No. 1480 on Environmen-

were RUB 13.5 billion.

tal Management of JSCo «Russian Railways» approved

The 2008 outputs of Ensuring Environmental Safety

by Vladimir Yakunin, the President of JSCo «Russian

project are the following:

Railways» on December 2, 2007.

•

and dispose of hazardous wastes. (License No. OT-00-

T hirteen environmental facilities constructed,
reconstructed and placed in service

The Company is licensed to collect, use, treat, transport
•

136 plants and items of equipment for atmospheric

007922 (00) of September 24, 2007). All structural

discharge treatment, advanced treatment of sewage

divisions of the Company's branches carrying out water

water and waste treatment implemented

Business priorities

•
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nine mobile environmental labs outfitted in Gazel

Control of emissions and pollutant discharge is executed:

vehicles, and 339 items of analytical instrumentation

•

furniture supplied
•

394 items of oil spill equipment purchased

Environmental facilities, plants and equipment placed in

for fixed sources: by 56 environmental labs, 9 railwaycar and 51 vehicle labs

and laboratory equipment and 21 sets of laboratory
•

for mobile sources (diesel locomotives): by 89 environmental control stations responsible for the environmental testing of diesel locomotives after overhaul

service in 2008 will help cut down air emissions by 76.5

In 2008, the Company's environmental divisions per-

tons and sewage discharge to water reservoirs and mu-

formed 304,000 analyses of air, sewage and soil. Roughly

nicipal sewage systems by 4.3 million m3, dispose and

35,000 sources of air emissions and pollutant discharge

recycle 5,400 tons of production wastes on the grounds

were stocktaken, 852 volumes of environmental regula-

of railway structural divisions and ensure a reduction in

tions were drafted, and 3,800 licenses for air emissions,

environmental charges of RUB 59.7 million in 2009.

pollutant discharge and waste disposal issued by envi-

In 2008, air emissions from fixed sources decreased by

ronmental agencies were renewed.

14,700 tons year on year to 133,400 tons. Twenty-eight

Efforts in developing binding environmental regula-

percent of hazardous emissions from all sources were

tions for structural divisions, obtaining licenses for

captured and treated.

emissions, pollutant discharge and waste disposal and

In 2008, the Company consumed 147.9 million m3 of wa-

executing environmental control helped to avoid involv-

ter, or down 14.8 million m3 from 2007. Roughly 72 mil-

ing third parties and, consequently, saved the Company

lion m3 of water was consumed in production, or down

RUB 288 million.

8.8 million m3 year on year.

Support provided to divisions by railway environmental

Polluted discharge to surface water reservoirs totaled

specialists in disputes with regional environmental agen-

16.9 million m3 increasing by 800,000 m3 from 2007.

cies helped save another RUB 203 millions.

This increase results from the tougher requirements of

Instrumental measurements showed that air emissions

environmental agencies for the quality of water purifi-

were below fixed limits at a number of the Company's

cation at treatment facilities.

facilities. As a result, environmental charges applied by

In 2008, the Company produced 2.33 million tons of

the regional divisions of the Federal Service for Envi-

production and consumption wastes, down 440,000

ronmental, Technical and Nuclear Supervision were ad-

tons from 2007. 540,700 tons or 22.4% were used and

justed downward by RUB 25.2 million, so the Company

treated in the processes of the structural divisions of

will be charged for actual emissions only.

the Company's branches.

This resulted in a saving of RUB 516.2 million.

Environmental charges related to air emissions, pollutant

In addition, the overall benefit gained through imple-

discharge and waste disposal amounted to RUB 270.5

menting environmental technology across the railway

million dropping by RUB 1.7 million from 2007.

industry is RUB 69.6 million.

Financial and Economic Results
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Financial and Economic Results

Effective working capital management in the context
of global liquidity deficit gave rise to additional sources
of finance:

The Company's financial
and economic achievements

•

Average days payable outstanding decreased from
40 to 27 days over 2003-2008 and are maintained
at this level;

Hard work in 2008 and implementation of anti-crisis

•

to maintain financial stability and sustainability in 2008;

Days sales outstanding almost halved over 2003–2008,
thus providing additional cash inflow;

measures were the key factors that helped the Company
•

The share of overdue payables in total accounts

it was due to these factors that, despite the global

payable dropped to the next-lower order: from 6%

financial crisis, the Company managed to stay profitable

to 0.5%;

and generate the target amount of net profit.
Despite the deteriorated financial market condition
In general, over the last 5 years, JSCo «Russian

and higher cost of borrowing, JSCo «Russian Railways»

Railways» demonstrated stable operations and positive

safely kept its financial indicators far from breaching the

movement in its key financial and business performance

financial covenants under the existing loan agreements,

indicators:

and the Company's leverage ratio was well below that of

•

other Russian corporate borrowers.

In 2008, JSCo «Russian Railways», for the first time
in its history, generated annual revenue from core
activities in excess of RUB 1 trillion.

•

•

Since JSCo «Russian Railways» was established,

The 2008 investment budget came, in comparable

it has received investment ratings from three major

prices, to more than 2.4 times that for 2004 and

international rating agencies, Standard & Poor's, Moody’s

was 49% up from that for 2007 amounting to RUB

and Fitch, corresponding to the Russian sovereign credit

382 million.

standing. Given the stable fundamental credit standing

Net profit for the 5 years totaled RUB 142.8 billion,

indicators, JSCo «Russian Railways» invariably maintains

including RUB 13.4 billion for 2008.

a high credit rating.

Active interaction with government bodies resulted

The investment rating of JSCo «Russian Railways»

in an arrangement and a list of anti-crisis measures to

reflects the Company's close connection with the state,

provide government financial support to and ensure

as well as its balanced financial and general operating

stable operations of, JSCo «Russian Railways».

strategy.

The Company strengthened its market position in

In 2008, the Company paid current taxes of RUB

non-transportation types of activities. Income from other

184.5 billion, including RUB 25.0 billion to the Russian

types of activities (OTA) for 2008 amounted to RUB 87.2

federal budget, RUB 85.9 to Russian regional and

billion, over RUB 390 billion for the five year period,

municipal budgets and RUB 73.6 billion to mandatory

and was accompanied by a steady profit growth. Annual

social insurance funds.

revenue growth rate was over 9% on average.
The Company has historically followed a conservaThe Company was able to rein in the growth in

tive dividend policy distributing just 10% of its eco-

transportation cost, which went up by a mere 11.2% from

nomically justified net profit – total dividend amounted

2007 while the consumer price index averaged 13.3%.

to RUB 4 billion. This means that the Company's net
profit is primarily ploughed back into its operational

To respond to the global financial crisis, the Company

development.

carried out a number of anti-crisis measures to optimize
expenses and, therefore, was able to curb transportation
expenses at RUB 952.1 billion saving RUB 57.2 billion.

Over the period of 2003–2008, freight railway tariffs
grew by a factor of 1.99 in aggregate, whereas industrial
prices grew (in aggregate) by a factor of 2.15, including

Headcount optimization measures resulted in cutting
labor costs by RUB 6.4 billion.

growth by a factor of 2.0 in the fuel industry, 2.3 in the
oil refining industry, 2.75 in the coal industry, 3.2 in
the iron and steel industry; thus the weighted average

In 2008, the Company maintained an upward trend
in labor productivity (up 8.0% from 2007).

transportation component of the price of products
transported via railways tended to decline.
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Therefore, in 2008, the rail transportation component

•

balance of payments system has been modernized.

of over 14% year-on-year. This decrease was 18% for oil
and oil products, 19% for ferrous metals, 36% for coal, 35%

Cash management methods have been designed and
introduced into the Company's financial plan, the

in the selling price of products decreased by an average
•

Methods of managing accounts receivable and accounts

for coke and close to 11% for ore. In the 5 years of the

payable have been determined so as to use contractual

Company's operations, the transportation component of

settlement terms with counterparties as a source of
finance for business operations.

price decreased by a factor of 2.4 for coke and ore, 2.1
for fertilizers, 1.9 for coal, 1.8 for oil and oil products

•

Settlement terms with counterparties have been
standardized.

and 1.7 for ferrous metals.
•

Treasury control over financing of expenses within
the approved limits has been introduced.

Financial management

The Company has developed a full-fledged financial
risk management system providing for analysis and

In order to have an effective prospective financial

identification of key indicators, and development of a

management tool in the context of dramatic changes in

management model and monitoring procedure for credit,

the macroeconomic environment and financial market

liquidity, operational, property and market risks.

condition, and related uncertainty and risks, the Company

Over the 5-year period, the Company has developed an

developed and successfully implemented the Functional

approach that involves obtaining insurance coverage

Strategy for financial management of the JSCo RZD

for its assets on a regular and centralized basis using

Holding.

unified terms and conditions.

Transition from short-term to medium-term planning:
to do medium-term planning the Company created a
multifactor system of drawing up the Company's financial
plan, which relies on process iteration through a multitude
of varying calculations.
In order to achieve objectives set by the rail transport
structural reform program and perform effective
corporate governance, the Company implemented a
methodology, which was being developed over the recent
years, to maintain separate accounting for income,
expenses and financial result by type of activities
(using the activity-based costing method), which relied
on a new classification of the Company's income and
expenses by type of activity, category of work and tariff
component.
Along with generating annual IFRS financial statements
and as part of financial planning of the JSCo RZD Holding,
in 2008 the Company completed a project to develop a
methodology for automated generation of a consolidated
financial plan of the JSCo RZD Holding.
The Company updates the financial model on a systematic
basis to ensure effective operation of all entities with the
Group and implement the final stage of the rail transport
structural reform.
The Company designed a unified cash management policy
on the basis of its strategic and day-to-day liquidity
management system which constitutes a system of
interdependent financial planning elements that function
on each level of the Company's vertical management
system. The liquidity management system comprises:
a financial plan; consolidated branch budgets; a system
of branch balances of payments.
Since the start of its operations, the Company has been
working in a purpose-oriented and systemic manner to
develop its financial management system:
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Financial results

Indicator

UOM

Actual
2007

Actual

% of actual
to target

% of actual
to 2007
actual

Total revenue

RUB bln

975.6

1135.4

1101.7

97.0

112.9

Total revenue from transportation

RUB bln

884.4

1055.1

1014.5

96.1

114.7

•

 assenger transportation,
P
including

RUB bln

129.4

148.3

150.4

101.4

116.1

•

long-distance

млрд.руб.

109.4

129.7

130.7

100.8

119.5

•

suburban

RUB bln

20.1

18.6

19.7

105.7

98.0

•

Freight transportation

RUB bln

754.9

893.4

847

94.8

112.2

Revenue from other types of activities

RUB bln

91.2

80.3

87.2

108.7

95.6

Total expenses

RUB bln

899

1081.5

1035.3

95.7

115.2

Transportation expenses

RUB bln

819.4

1009.4

952.1

94.3

116.2

•

 assenger transportation,
P
including

RUB bln

180

215.8

216.9

100.5

120.5

•

long-distance

RUB bln

132.2

159.5

162.4

101.8

122.8

•

suburban

RUB bln

47.8

56.3

54.5

96.8

114.0

•

Freight transportation

RUB bln

639.4

787.7

730.4

92.7

114.2

Expenses related to other types
of activities

RUB bln

79.6

72.2

83.2

115.2

104.5

Total profit from operations

RUB bln

76.6

53.9

66.5

123.2

86.7

Profit from transportation

RUB bln

65

45.7

62.4

136.5

96.0

•

 assenger transportation,
P
including

RUB bln

–50.5

–67.5

–66.5

98.5

131.4

•

long-distance

RUB bln

–22.8

–29.8

–31.7

106.4

139.0

•

suburban

RUB bln

–27.7

–37.7

–34.8

92.3

125.6

•

Freight transportation

RUB bln

115.5

105.7

116.6

110.3

101.0

Profit from other types of activities

RUB bln

11.6

8.1

4

49.4

34.5

Cost of transportation

Kop. per
10 km

329.5

382.7

366.2

95.7

111.2

Result from other
and extraordinary operations

RUB bln

52.4

3.9

–11.6

–297.4

–22.1

Balance sheet profit

RUB bln

129

57.8

54.9

95.0

42.6

Net profit

RUB bln

84.5

11.6

13.4

115.5

15.9

Target,
BoD

2008

See also Appendices 1–8.

Key macroeconomic factors

•

Purchase prices for raw materials and other similar
assets, services received, infrastructure and rolling
stock maintenance, etc., which determine the

The following key macroeconomic factors affect the

Company's expenses;

Company's financial result:
•

Tariffs that are used to determine transportation

•

Tax burden.

cost and make up the Company's revenues;

•

Changes in foreign currency exchange rates.

Financial and Economic
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Revenue from all types
of activities

Later, extra tariff advantages were provided, at the
expense of the infrastructure component, to private
railcar fleet via higher indexation of the railcar component

Revenue from freight transportation (including locomotive

of the tariff as compared to average annual indexation

hauling services) for 2008 amounted to RUB 857.6 billion,

approved by Russian Government.

or RUB 43.2 billion below the target approved by the

In the year of 2007 that saw dramatic shortage of gondola

Board of Directors of JSCo «Russian Railways».

cars, it was decided, in order to encourage investment in

The decrease was due to:

the gondola car fleet, to differentiate indexation of tariffs
in Section 2 of Price List No. 10-01, so as to increase the

Decline in cargo load by 3% from 2007 (- 40.5 million

railcar component for other gondola car owners (freight

tons) and by 67.4 million tons against the 2008 target

transportation tariffs for gondola cars of the common

load approved by the Board of Directors. Therefore,

fleet were indexed by 10.9%, and freight transportation

the 2008 cargo turnover target approved by the Board

tariffs for privately-owned and leased gondola cars were

of Directors was only fulfilled at 98.5%. The decline

indexed depending on cargo grade: for Grade 1 by 3.7%,

reflects the impact of the global financial crisis on JSCo

for Grade 2 by 6.4%, for Grade 3 by 8.4%). As a result,

«Russian Railways» operations. Cuts in production and

the railcar component for gondola cars of other owners

cargo shipments by metals companies brought down

exceeded, in absolute terms, the railcar component for

the demand for metal raw materials and, therefore, the

the common railcar fleet for Grade 1 cargo by 24%, for

load of these cargoes. The construction sector is facing

Grade 2 by 35%, Grade 3 by 39%, thus enabling a shorter

hard times too;

payback period for gondola cars and making investment
in gondola car fleet more attractive.

The average margin rate increased by only 7.5%

At the same time, taking into account that Price List

despite freight tariffs being up by 16.3%, for the following

No. 10-01 sets higher transportation tariffs for crude oil

objective reasons:

than for petroleum products, the Price List was amended

•

Ongoing redistribution of traffic among types of

to reduce base transportation tariffs for crude oil.

service (long-distance haul, local haul, etc.) – effect

The shortfall of infrastructure revenue due to reduced

of RUB 2 billion.

tariffs for crude oil and differentiated indexation of

Increasing share of the private fleet in transportation –

freight tariffs for privately-owned gondola cars was offset

•

effect of RUB 10.5 billion.
On the whole, revenue generated by JSCo «Russian
Railways» from freight transportation over the last five
years was primarily influenced by the tariff policy and the

Average indexation of freight railway tariffs

ongoing structural reform of the freight transportation

(December on December)

business.

Tariff policy
21,1%

Indexation parameters of freight railway tariffs were
determined by Russian Government using the scenario
of social and economic development of the Russian
Federation.
The freight transportation Price List No. 10-01 put into
effect in 2003 provides for the 'railcar component' of
the cargo tariff for common railcar fleet to be a fixed

12,8%

rate, independent of cargo grade and not subject to
exclusive tariffs. Railcar owners use this parameter as a

12%

12%

benchmark to determine the service price for providing
railcars for transportation.

8%

At the time the price list was put into effect, the tariff
calculation methodology provided for actually equal

7,5%

tariff terms for rolling stock of different owners and
specialization, given a similar transportation mode

2003

2004

2005

2006

2007

2008

and irrespective of cargo carried, partially through
differentiating tariffs for empty back run of privatelyowned cars based on cargo type just delivered in these

In aggregate, freight railway tariffs were indexed by

cars.

a factor of 1.99 for the period of 2003–2008.
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via additional indexation of freight tariffs for tank cars

As a result, by 2007 the weighted average transportation

(the factor of 1.13 rather than 1.109 was applied to the

component of price calculated on the basis of the average

infrastructure component of the tariff for tank cars).

length of haul as of 1995, decreased from the 1995

The rules of providing exclusive rail transportation

level by 11.6 percentage points for coking coal, by 20.3

tariffs were approved by Decree of Russian Government

percentage points for crude oil, by 12.6 percentage

No. 787, «On Approving the Statute on Government

points for fuel oil, by 5.8 percentage points for iron

Regulation of Rail Transportation Tariffs and Rules of

ore, by 7.4 percentage points for round timber, by 16.2

Providing Exclusive Rail Transportation Tariffs», dated

percentage points for cement, and by 4.2 percentage

15 December 2004.

points for grain.

According to Rosstat, the period of 2003–2008 saw a

Despite the drastic fall in prices for major industry

steady growth in prices for products of main industrial

products carried by railways that occurred in second half

sectors. Aggregate price growth rates for this period,

of 2008 on the back of the global financial and economic

both in industry and certain other key sectors of Russian

downturn, in 2008 the weighted average transportation

economy, exceeded indexation parameters applied to

component of price did not exceed its base level of

railway tariffs.

1995. In particular, the weighted average transportation

Thus, in 2004, railway tariffs grew by the factor of 1.12

component of price decreased by 14.4 percentage points

from 2003, whereas industrial prices grew by the factor

for coking coal, by 0.6 percentage points for thermal coal,

of 1.28 in aggregate, and specifically as follows: the fuel

by 2.9 percentage points for crude oil, by 13.2 percentage

industry – 1.7, the oil refining industry – 1.5, the coal

points for cement, by 8.2 percentage points for round

industry – 1.51, the iron and steel industry – 1.7.

timber, and by 1.5 percentage points for fuel oil.

This trend persisted in the subsequent years reaching
peak levels in 2007. In 2007, railway tariffs grew by the

Reform of freight operations

factor of 1.5 from 2003, whereas industrial prices grew

Since JSCo «Russian Railways» was established, it has

by the factor of 2.01 in aggregate, and specifically as

been engaged in a well-planned and thought-out structural

follows: the fuel industry – 3.4, the oil refining industry –

reform of freight transportation management. Unbundling

2.8, the coal industry – 2.1, the iron and steel industry –

separate lines of business required making substantial

2.3, the chemical industry – 1.8, the machine building

changes in the existing reporting forms and setting up

industry – 1.6.

a system of accounting for income and expenses, which

Over the period of 2003-2008, freight railway tariffs grew

would provide more detailed and accurate performance

by the factor of 1.99 in aggregate, whereas industrial

measurement for both the entire Company and individual

prices grew by the factor of 2.15 in aggregate, including

types of activities.

growth by the factor of 2.0 in the fuel industry, 2.3 in

This work resulted in the development and introduction,

the oil refining industry, 2.75 in the coal industry, and

by order of the Russian Ministry of Transportation, of:

3.2 in the iron and steel industry.

separate accounting procedures for income, expenses

The financial crisis modified the price (tariff) movement.

and financial results by 10 types of activities, tariff

Yet, there is still a considerable gap between the movement

components and categories of work; new classification

in industrial prices and railway tariffs.

of expenses and classification of income from all types

In order to reflect the market factor of solvency in railway

of activities.

tariffs and as an anti-crisis measure to provide cross-

When third party carriers entered the market, the

industry subsidies, Russian Government introduced (by

Company had to unbundle revenue from infrastructure

Decree of Russian Government No. 706 dated 13 July

services. It also developed and approved tariffs for

1995) differentiated tariffs, effective August 1995, based

infrastructure services on a separate accounting basis

on cargo grade, as follows:

for the purpose of settlements with carriers that provide

•

Grade 1 – raw materials and other bulk cargo with a

long-distance and suburban passenger transportation

transportation component of over 15% – discounted

services. According to the 2008 report, revenue from

tariffs apply depending on the length of haul);

this type of activities amounted to RUB 6.4 billion.

G rade 3 – finished goods with a transportation

The Company also measured work of locomotives on

component of under 10% – higher tariffs apply to

non-common track as part of performing contracts for

offset loss of revenue;

spotting and removing railcars. When the Company started

Grade 2 – other types of cargo with a transportation

providing locomotive hauling services as a separate

component of at least 10%.

type of activities, it could better measure this business

•

•

In 1995–2008, due to price growth in most industries

and price this type of service. Since commencement,

outpacing the growth in railway tariffs, the weighted

revenue from locomotive hauling services has totaled

average transportation component of prices for products

to RUB 10.6 billion.

carried by railways tended to decrease.

Spin-off of First Freight Company (FFC) and transfer of
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50% of the freight railcar fleet into FFC assets, combined

some RUB 13 billion only in 2008 as compared with 2007.

with earlier establishment of subsidiary operators

In 2008, revenue from passenger transportation

(Transcontainer, Refservice) changed substantially the

amounted to RUB 150.4 billion, thus exceeding the

relative shares of transportation services provided using

approved target by RUB 2.1 billion, including revenue

RZD-owned and privately-owned rolling stock.

from long-distance passenger transportation of RUB

This structural change directly impacted revenue

130.7 billion that increased by RUB 21.4 billion, or

generated by JSCo «Russian Railways». According to

19.5%, year on year.

the 2008 report, revenue from the railcar component

Revenue from suburban passenger transportation

of tariffs came to 11%, despite the fact that the railcar

totaled RUB 19.7 billion in 2008. The target of RUB 18.6

component of full freight tariff for RZD-owned fleet is

billion approved by the Board of Directors was exceeded

fixed at 16–18% depending on railcar type.

by RUB 1.1 billion (5.7%).

The tariff policy allows operators to regulate the

Revenue of JSCo «Russian Railways» from all transportation

railcar component of tariff at their discretion, thus

types of activities totaled RUB 1014.5 billion for 2008,

JSCo «Russian Railways» is not on a level playing field

amounting to 96.1% of the target amount of RUB 1055.1

with other participants of the transportation services

billion approved by the Board of Directors.

market. Therefore, most high-yielding cargo is now
carried by privately-owned or leased rolling stock.
At the same time, transportation of Grade 3 cargo in

Other types of activities (OTA)

privately-owned cars only within Russia increased from
26.7% in 2004 to 30.5% in 2008 and transportation of

In 2008, the Company maintained and further strengthened

Grade 2 cargo decreased from 47.3% to 37.6%. The

the upward trend in financial performance of other types

share of transportation services provided by the RZD-

of activities evident since the Company was established.

owned fleet increased for Grade 1 cargo from 37.9%

The Company's revenue from other types of activities

in 2004 to 45.6% in 2008. The change in the structure

amounted to RUB 87.2 billion for 2008, and over RUB

of freight transportation services towards increased

390 billion for the five year period, and was accompanied

transportation of various grade cargoes in privately-

by steady growth in profit. Annual revenue growth rate

owned railcars resulted in the Company losing revenue of

was over 9% on average.

Structure of revenue from transportation types

Revenue structure, by type of activities, for 2008, %

of activities in 2008

0.6%

1%

5%

12.9%
2%

RUB 1,014.4
billion

2%

4%

5%

28%

6%
RUB 87.2
billion

7%

8%
23%

83.5%
13%
rolling stock repairs
leasing services
services to passengers
social services
logistics
freight transportation

power transmission services

long-distance passenger transportation

forwarding operations

infrastructure services

fee-based services to population

suburban passenger transportation

manufacturing

locomotive hauling services

other
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In the past year, the upward trend in revenue (RUB 6.9

The Company's priority objectives include completion of

billion up from the target approved by the Board of

a set of measures to ensure effective operation of the

Directors) continued despite the spin-off of its trading

Company's social and utility assets, partly by entering

branches into a subsidiary. Increase in other sales for

into civil transactions for certain inefficient assets, and

2008 manifests qualitative growth in the volume of

enhancement of the Company's distribution policy as it

services provided and a stronger market position.

relates to dealing with external customers.

Substantial growth in performance of the newly established
vertically integrated branches is particularly worth noting:
for example, 2008 revenue from services provided by

Expenses related to all types of activities

the Directorate for Freight Car Repairs and the Railway
generated in 2007, respectively.

Cost management system
of JSCo «Russian Railways»

Currently two thirds of revenue from other types of

JSCo «Russian Railways» has a cost management

activities (around RUB 58 billion) is generated as follows:

system that relies on budgeting technology and calls

revenue from rolling stock repairs – RUB 20 billion

for interrelation between day-to-day and strategic

(22.8% of total OTA revenue), leasing services – RUB 11.0

management.

billion (12.7%), services to passengers on trains and at

The budgeting system ensures that target performance

railway stations, including provision of bedding – RUB

indicators set in the Company's financial plan and approved

6.7 billion (7.7%), social services – RUB 5.9 billion (6.8%),

by the Board of Directors are achieved via planning optimal

logistics – RUB 5.6 billion (6.4%), power transmission

allocation of resources between branches, coordinating

services – RUB 4.4 billion (5.0%), forwarding operations –

their activities, controlling whether objectives are met

RUB 4.1 billion (4.7%).

and motivating executive officers.

The Company management believes there are good

As a cost management tool, the budgeting system

opportunities for further growth in other sales. The

limits maximum and sufficient levels of expenses by

optimistic expectations derive from the development

branches.

and reconstruction of Company-owned station complexes

The Company's annual expenses are set in its financial

across the country, expanding market share in the

plan based on its strategic development targets.

rolling stock repair market, diversification of additional

Calculations rely on the forecast volume of transportation

services provided in freight and passenger transportation,

services and accommodate funds required for investments

setting up vertically integrated divisions engaged in a

and capital repairs of infrastructure and rolling stock.

particular kind of business, and implementation of major

Calculation of expenses necessarily takes into account

international railways construction projects.

changes in the structure of transportation services and

Station Directorate is 1.8 times and 1.5 times that

Costs management system of JSCo «Russian Railways»

Planning

Target parameters set by the financial plan

Achievement

Target setting

Analysis

Planning

Achievement

Analysis

Control

Control

Performance

Budgeting system
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Factors driving changes in expenses of JSCo «Russian Railways»

Expense growth factors

Scenarios
Russian Ministry
of Economic Development

Medium-term forecast
of the volume
of transportation services:
• Freight operations
• Passenger operations

Structure of transportation services
By type of service
(long-distance haul, local haul, etc.)
By type of cargo

Effect of the volume of transportation
services on expenses

30%
Labor costs
Standard requirements
for repair of fixed assets

45%
Material costs

85%
Fuel
Investment program

91%
Power

40%
Other expenses

forecast changes in parameters of social and economic

The Company has in place the following controls over

development.

correct generation of actual costs data:

Target indicators in consolidated budgets are developed

•

Form 7u;

and then decomposed by industry departments and
branches.

•

ing with the limit set;

management, financial, tax and statistical accounting data.
•
•

Control over correct preparation of financial statements by branches;

set, clearly and timely, target performance 'obligations' for
its branches and rigorously monitor their fulfillment.

Day-to-day control over achievement of target indicators;

level of management.
The budgeting system is designed so that the Company can

Control whether the balance of payments item has
been determined correctly and payment is in keep-

Actual data on budget administration is generated from the
Achievement of target parameters is controlled on each

At the source document level, when a cost item is
assigned under internal management accounting

from the Company's financial plan for the entire Company

•

Control over compliance with accounting rules.

The Regulation on Developing and Controlling Administration of Consolidated Budgets of JSCo «Russian Rail-

Transportation expenses

ways» Divisions sets out the interaction procedure be-

Expenses for transportation services totaled RUB 952.1

tween its branches and departments.

billion, up 16.2% from the previous year. The cost of

JSCo «Russian Railways» set up the Budget Committee

transportation services increased by 11.2% for the entire

to consider target parameters and their appropriate

Company, whereas industrial prices grew by 21.2% in

adjustments, where necessary, proposed by branches

2008 year on year.

so as to take agreed and balanced decisions.

The highest year-on-year growth was in:

The Budget Committee is a collegial body that coordinates

•

Labor costs (RUB 51.4 billion, or 21.6%);

the financial and economic management process.

•

Fuel costs (RUB 21.1 billion, or 43.6%);

The Company's management and financial accounting and

•

Other costs (RUB 21.0 billion, or 27.9%);

reporting data is fully comparable. The cost accounting

•

Power costs (RUB 10.0 billion, or 18.6%);

and financial reporting processes are fully automated,

•

Amortization charges (RUB 17.6 billion, or 11.6%);

from generating source documents through preparing

Labor costs increased due to quarterly indexation of

formal financial statements.

salaries/wages to match growth in prices for consumer

116

Annual Report JSCo «RZD»
2008

products and services (in 2008 salaries/wages were

In an effort to improve the quality services provided

indexed by 15.2%).

to passengers both in long-distance and suburban

Fuel and power costs were influenced by increase in:

transportation, the Company performed substantial

•

Combined turnover by 4.5%;

capital repairs of passenger service facilities; RUB 4.3

•

Prices for diesel fuel by 41.0%;

billion were spent for this purpose in 2008.

•

Electricity tariffs by 19.0%.

Timely repairs of track, engineering structures and

Other costs grew on the back of increase in assets tax

roadbed are critical for steady railway operation and

and lease payments by 9.0% and 18.0%, respectively.

safety. In 2008, 12.3 thousand km of track were improved

Amortization charges increased as a result of revaluation

through all types of repair. In addition, reconstruction of

of fixed assets.

track first performed in 2008 resulted in rehabilitation

The financial crisis caused the Company to reduce capital

of almost 3.1 thousand km of track. Thus, almost 15.4

repairs of fixed assets in real terms, thus changing the

thousand km of track were improved through capital

structure of expenses by cost elements.

repairs or reconstruction in 2008. This helped to improve

In particular, the share of fuel costs in total expenses

the condition of main track by 4 points year-on-year to

increased from 5.9% in 2007 to 7.3% in 2008 and material

the total score of 35 points as of 1 January 2009.

costs decreased from 12.6% in 2007 to 10.9% in 2008.

Capital repairs to improve engineering structures and
roadbeds amounted to RUB 7.1 billion and RUB 4.2
billion, respectively.

Capital repairs of fixed assets
The Company's 2008 financial plan set expenses for
capital repairs of fixed assets at RUB 143.8 billion.

Price factor change and cost optimization

This amount reflects inflation, changes in the structure

Due to targeted cost saving efforts, the Company's actual

of capital repairs of fixed assets and track works, and

expenses for each reporting period within the five-year

aims at ensuring the financial balance of JSCo «Russian

operation period of JSCo «Russian Railways», were lower

Railways» operations.

than the objective expense estimate for that period derived

The Company's total expenses for capital repairs of fixed

from Russia's actual social development indices according

assets were RUB 143.5 billion in 2008.

to the Ministry of Economic Development, previous year

In 2008, 3,632 passenger cars, 590 electric multiple units,

expenses and actual transportation volumes.

almost 13,000 freight cars, 1,341 electric locomotives

For example, based on actual inflation and transportation

and 1,608 diesel locomotive sections were repaired.

volume for 2008, transportation expenses were estimated

2007

2008

30.4%

17.7%

RUB 824.6
billion

6.7%

10.2%

29.0%

18.5%

RUB 952.1
billion

6.7%

9.2%

7.3%
10%

6.7%

5.9%
11.4%

10.9%

6.6%
12.6%

Labor costs

Labor costs

Fuel

Fuel

Materials

Materials

Other costs

Other costs

Social charges

Social charges

Power

Power

Other material costs

Other material costs

Amortization

Amortization
Also see Appendix 7.
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at RUB 991.9 billion; however the impact of the financial

Technologies in Railway Transport» and investment

and economic downturn in Q4 2008 caused the Company

programs.

to perform cost optimization which helped keep expenses

To achieve financial balance, the Company cut its

at RUB 952.1 billion thus saving RUB 39.8 billion.

transportation costs by RUB 57.3 billion in 2008.

To maintain financial balance, the Company develops and

Labor costs reduced due to decline in transportation

implements, on an annual basis, a program of measures

volume and as a result of bringing headcount in line

to reduce operating costs at JSCo «Russian Railways»

with the volume of operations (via implementing new

business units.

technologies, increasing the quality of operating processes,

This program includes cost saving performed via the

natural staff outflow, providing unpaid leave of absence

following areas and measures:

and using part-time work mode).

•

I mprove planning and regulation of operating

Headcount optimization measures resulted in cutting

processes;

labor costs by RUB 6.4 billion.

Optimize the use of human resources and raise labor

Shrinking payroll and impact of the regressive rate

productivity;

brought down social charges by RUB 5.4 billion.

•

Recycle materials and spare parts;

Capital repair costs required planning consistent with

•

Recover parts and components in the course of

the crisis conditions. The Company performs ongoing

repairing rolling stock, track and infrastructure;

monitoring of the implementation of these plans, and

Introduce resource efficient technologies (recovering

optimization of the purchases, amounts and, especially,

wheel pair tread surface, wheel pair flanges, axle-

cost of raw materials and supplies consumed, and their

box bodies, bogie side frames; profile polishing of

budgeted repairs.

rails and track switches, build-up welding of track

The Company identified the following priority areas in

crossings and rail ends, etc.).

rehabilitation of fixed assets: assets to be repaired first

•

•

The Company works consistently to reduce specific

and foremost include: track, engineering structures,

consumption of fuel and power for train traction.

passenger cars and electric multiple units, power

In addition, the Company works consistently to reduce

transmission, communication and automation lines,

headcount.

etc., that is, assets directly involved in operating and

The Company developed a draft program for the

transportation activities and affecting traffic safety.

period of 2008–2010 to cut costs via implementing the

The Company vigorously revises technical regulations

innovation project «Implementation of Resource Efficient

that govern repair and maintenance of fixed assets. The
regulations are revised primarily so as to introduce
tougher consumption standards for raw materials,
supplies and spare parts used in both repairs and current

Reduction in specific consumption of fuel and

maintenance and service.

power for train traction

Decline in transportation and capital repair volumes
drove down expenses by RUB 5.3 billion and RUB 6

150

other material costs).
Prices are one of the primary factors affecting the amount

116.4

117.3

117.7

119.1

billion, respectively (lower expenses for materials and

of operating expenses. The Company is active in pursuit of
lower prices for purchased raw materials and supplies and

100

65.6

Financial crisis conditions in second half of 2008 drove

65.6

65.8

67.1

67.8

68.3

reducing the cost of construction and repair works.
Roszheldorsnab, a subsidiary of JSCo «Russian Railways»,
to take comprehensive steps to get lower prices for
purchased products. It entered into long-term contracts

50

with a number of producers that are strategic partners
of JSCo «Russian Railways». Cooperation with these
enterprises rests on the principles of mutual benefit,
reliability and quality of products supplied. Lower prices
in 2008 as compared with those planned resulted in

0
2004

2005

2006

2007

2008

savings of RUB 9.9 billion.
Downward trend in diesel fuel prices in second half of 2008

Power consumption per unit (kWh/10 thousand ton-km)

brought down costs by more than RUB 6 billion, additional

Diesel fuel consumption per unit

RUB 1.5 billion were saved from lower consumption of

(1 kg of fuel equivalent/10 thousand ton-km)

fuel and power for other operating needs.
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Movement in transportation volume and staff employed in transportation
for the period of 1993–2008 against the 1992 level

120%
110%
100%
90%

106.4%
102.3%

99.0%
95.3%

97.5%
93.1%

92.8%
90.4%

87.0%

88.5%
83.1%

80%

89.6%

82.4%
75.5%
73.7%

66.7%

75.4%

76.0%
72.6%

69.0%

70%

68.5% 68.4%

68.1%

70.5%

64.5%

70.9%

64.7%

60%

67.9% 66.3%

59.4%

61.7%

57.3%

50%

60.6%

52.8%

40%
30%
1993

1994

1995
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1998
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2001
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2003

2004

2005

2006

2007

2008

transportation volume
staff employed in transportation
The Company works consistently to reduce headcount; since 2001,
increasing transportation volumes have been served by decreasing headcount.

Amortization charges shrank by RUB 11 billion from:

Other income was boosted by factors associated with

•

Refining revaluation factors for fixed assets,

progressive implementation of the structural reform.

•

Shifting equipment commissioning deadlines under

In particular, in 2008, the Company sold 15% shares of

the investment program.

JSCo Transcontainer established in 2006 (RUB 7.8 bil-

Optimization of general and administrative and manage-

lion), assets owned by 15 railcar repair depots (RUB 3.1

ment expenses, lower assets tax and other expenses

billion), and non-core assets (RUB 0.5 billion).

reduced by RUB 2.5 billion.

The Company performs optimization of other expenses

The main sources of expense reduction lie currently

on a systemic basis. In particular, in 2008 the Company

in reviewing manufacturing processes, implementing

completed the transfer to municipal authorities of the

innovative technologies, carrying out the Company's

encumbered housing and utility assets held by JSCo «Rus-

investment and innovative projects.

sian Railways». As a result, 10.2 million square meters
of housing were transferred to municipal authorities
over the five-year period.

Other income and expenses

See also Appendices 28 and 29.

In 2008, other income and expenses resulted in a loss of
RUB 11.6 billion. Compared to previous year conditions,

Working capital management

the loss remained level, since in 2007 the result from
other income and expenses was boosted by setting up

The Company conducts an aggressive operating and in-

the share capital of JSCo FFC, which in turn gave rise to

vestment activity, which requires significant financial

a gain from revaluation of contributed assets of RUB 54

means. An active cash flow and a working capital man-

billion. Furthermore, gradual devaluation of the Russian

agement policy are needed to cope with this.

national currency in second half of 2008 motivated by

The main elements of this policy are:

the global currency crisis gave rise to other expenses of

•

Inventory management;

RUB 25 billion incurred in revaluation of the Company's

•

Receivables collection management;

liabilities denominated in foreign currency.

•

Payables settlement management;
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•

Prepayment management;

of used materials amounting to about RUB 10 billion

•

Loans and borrowings management;

as of the end of 2008. Such a situation required new

•

Cash balance management;

approaches to the utilization of used (suitable for re-

In terms of liquidity and ability to pay the Company has

use) materials and a search for means to put them in

to cope with two main tasks:

circulation. In 2008, used materials worth about RUB

•

provide the necessary financing to meet the Company's

5 billion were put into circulation due to higher target

dynamic requirements;

indicators for selling metal scrap and processing and

ensure that it is able to meet its liabilities.

selling materials to third parties.

•

The Company follows the principle of maintaining working

and its sources was in line with the Company's needs and

Key trends in managing liquidity
and establishing a cash management
system in 2003–2008

consisted in the maximum reduction of the financial cycle

After JSCo «Russian Railways» was established in Octo-

in order to release cash as soon as possible and allocate

ber 2003 on the basis of assets of federal state unitary

it for financing current and investment activities.

enterprises of the Russian Ministry of Railways, the

capital on a level sufficient for the development of its
business. In 2008, the strategy of managing working capital

Company faced a set of negative factors associated with

Inventory management

financial management:

As of the end of 2008, raw materials and supplies

•

Inadequate cash flow control and management

amounted to RUB 66.4 billion, which corresponds to

•

Significant amounts of overdue accounts receivable
and payable

the planned level.
•

During the existence of JSCo «Russian Railways» the

A huge number of claims and demands from
counterparties to settle the debts of branches for

turnover period of raw materials and supplies increased

work performed and services rendered

by 9% and their stock was on the level of 2.9 months of
•

consumption (2003: 3.2 months). The faster turnover of

Lack of unified approaches to managing accounts
receivable and accounts payable in different business

inventories was mainly due to better budget management.

units of the Company.

Financing for purchases of raw materials and supplies
is planned with account taken of available inventories,

These shortcomings showed the need to implement a

additions to inventories from the Company's own

qualitatively new financial policy.

production, utilization of used materials and intra-branch

Since the end of 2004, the Company has been working

reallocations. Target figures are determined for putting

consistently on implementing a cash flow management

excessive and slow moving inventories of raw materials

system, improving the structure of its balance sheet,

and supplies into circulation. Due to infrastructural

and improving work with debtors and creditors:

changes and the spin off of certain activities from the

•

C ash management methods were developed and

Company, track structure materials currently comprise

introduced into the Company's financial plan, and

the bulk of inventories (RUB 26.5 billion, or 40%). At

the JSCo «Russian Railways» balance of payments
system was upgraded;

the same time, significantly larger volumes of track
•

reconstructions and capital repairs with the use of new

Algorithms of managing the accounts receivable and
payable, such as limiting the indebtedness level of

materials brought about a sharp increase in inventories

Inventory availability and changes, RUB bln

Balance at
01.01.2008

Additions in
2008

Disposals in
2008

Balance at
31.12.2008

Deviation
(+, – )

67.6

1,656.4

1,643.3

80.9

13.2

Raw materials, supplies,
other similar assets

56.6

336.8

327.0

66.4

9.8

Work-in-progress costs

1.3

1,271.3

1,269.9

2.8

1.5

Finished products
and goods for resale

0.6

13.6

13.8

0.5

–0.1

Deferred expenses

9.1

34.7

32.6

11.2

2.0

Inventory, total:
Including:
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•
•

each branch, working out the mechanism of settling

after the establishment of JSCo «Russian Railways».

payables of prior periods in current periods and

In the course of this upgrading, the mechanisms for

others, were determined;

managing cash flows by types of activity were worked

Settlement terms with counterparties were stand-

out, the payables of prior years were settled, planned

ardized;

performance indicators were received, and cash was

Treasury control over financing expenses within the

managed via the norm-related levels of the branches'

approved limits was introduced.

accounts receivable and payable.

The Company designed a unified cash management

The principle of minimizing the financial cycle of an

financial policy on the basis of its strategic and day-to-

enterprise, on the one hand, and maintaining an adequate

day liquidity management system which constitutes a

liquidity level, on the other, was and is being implemented

system of interdependent financial planning elements

in the Company. The Company minimizes its financial

functioning on each level of the Company's vertical

cycle by reducing to the utmost the turnover period

management system. The liquidity management system

of its inventory and accounts receivable, optimizing

comprises:

the advances issued, increasing to the utmost its trade

•

A financial plan;

payables and the advances received, and minimizing

•

Consolidated budgets of the branches;

cash balances on the current accounts.

•

Balance of payments of the branches.

Liquidity is maintained by controlling the payment

The financial plan of JSCo «Russian Railways» represents

deadlines with regard to liabilities and claims and by

a financial forecast which determines the target values

applying the relevant program for borrowings using

of the key strategic financial indicators and financial

debt instruments.

goals of JSCo «Russian Railways» for the coming years

Thus, when the accounts payable are used as a source of

or the forthcoming periods of the current year to

business activity and the accounts receivable are involved

be achieved within the medium-term and short-term

to the utmost against the backdrop of minimizing cash

planning interval; it determines the resources needed

balances, the Company's liquidity is affected and the

to handle the Company's traffic volumes covered by

liquidity ratio formally decreases.

solvent demand, as well as the required values of working

This does not create any risks for the Company, as the effi-

capital indicators, including the level of receivables and

ciency indicators of settlements with creditors constantly

payables, inventories, financial investments, the amount

improve and are currently on one of the best (in terms

of borrowings, etc. when the Company's operating and

of the country's economy) levels (see the charts).

investment expenses are sufficiently financed.

For example, as a result of regulating payables and

The Company effects its day-to-day liquidity management

developing a mechanism aimed at timely settlement of

on the basis of the strategic indicators incorporated in the

payables relating to prior years, the average turnover

financial plan and budgets via the system of the branches'

period of the trade accounts payable decreased from 40

balance of payments, which was significantly upgraded

to 27 days over 2003–2008.

Share of overdue payables in the total

Liquidity ratio

accounts payable

1,5

20%
17

1,32

1,37

1,13

15%
1,0
1,08

10%
0,77
4

5%

0,69

0,5

6

0%
2003

2004

2005

1

1

1

2006

2007

2008

0
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2004

2005

2006

2007
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Turnover period of trade accounts payable, days

Turnover period of trade accounts receivable, days

50,0

10,0
8,4
40,0

8,0

40,0

6,7

30,0

32,2

20,0

5,9

6,0

26,9

5,5

27,6
24,6

27,1

5,5

4,0

4,4

2,0

10,0

0,0

0,0
2003

2004

2005

2006

2007

2008

2003

2004

2005

2006

2007

2008

The turnover period of trade accounts receivable almost

financing these expenses throughout the country, and

halved over 2003–2008 (*special features of the increase

by means of increased borrowings as well.

in the turnover period of accounts receivable in 2008

Due to the impact of the global financial crisis, a more

are described below).

strict policy of settlements with counterparties began

The share of overdue payables in the total accounts

to be implemented in 2008 with regard to contracts

payable decreased 17-fold.

where JSCo «Russian Railways» is the payer, i.e., the
period of the final settlement of liabilities was increased

Optimizing settlement terms
and business sources

to 30 days and the share of advances was substantially

After «clearing» the balance sheet structure in terms

pletely ruled out.

of accounts receivable and payable and developing the

Despite the impact of the financial crisis, the levels of

mechanisms of liquidating and excluding overdue debts,

accounts receivable and payable did not exceed the

the Company implemented an efficient policy of managing

planned indicators.

reduced; under most contracts, advances were com-

accounts payable (trade accounts payable and advances
received) as a source of financing business by setting

Accounts receivable in 2008

favorable payment terms and conditions in contracts

As of 31 December 2008, the Company's accounts

with counterparties. In 2006, JSCo «Russian Railways»

receivable amounted to RUB 100.2 billion, with a 55.1%

adopted standard settlement terms with counterparties

(RUB 35.6 billion) increase as compared to the beginning

with regard to contracts where JSCo «Russian Railways»

of the year; at the same time, the average period of one

is the payer. In 2006–2008, the management of settlement

turnover (turnover period) of trade accounts receivable

terms in contracts with counterparties enabled JSCo

(transportation and other sales) increased by only 1.5

«Russian Railways» to optimize the level of accounts

days as compared to 2007 reaching 5.9 days.

receivable and payable, thus reducing the price burden

The structure of accounts receivable is shown in the

(due to managing the advances paid to counterparties

figure below.

depending on the discounts granted) and the debt burden

In 2008, accounts receivable increased due to the growth

(by replacing interest-bearing borrowings by nominally

of the following receivable items:

interest-free trade accounts payable).

•

Trade receivables RUB 4.9 billion;

JSCo «Russian Railways» is not only one of the biggest

•

Transportation services RUB 15.7 billion;

companies in Russia, but also a huge source of cash de-

•

Advances issued RUB 2.8 billion;

mand for related sector products. In 2008, JSCo «Rus-

•

Taxes and levies RUB 3.1 billion;

sian Railways» signed purchase contracts with external

•

Other accounts receivable RUB 9.1 billion.

suppliers and contractors (concerning all business activi-

Transportation-related receivables increased because

ties) for almost RUB 1 trillion (and this without taking

the Russian Ministry of Health and Social Development

account of subsidiaries). The Company is committed to

failed to reimburse in full the Company's 2006-2008
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(RUB bln)

2007

2008

+/–

%

Trade accounts receivable

7,3

12,2

4,9

166,7

For transportation services

5,2

20,9

15,7

398,5

Advances issued

22,7

25,5

2,8

112,5

Taxes and levies

7,3

10,4

3,1

141,9

Other receivables

22,1

31,2

9,1

141,6

Notes receivable

0,1

0,1

—

100,0

Payroll receivables, other accountable advances

0,3

0,3

0,0

97,2

Claims receivable

0,6

0,6

0,0

100,7

Other accounts receivable

21,0

30,2

9,2

143,6

TOTAL

64,6

100,2

35,6

155,1

expenses on carrying passengers who were entitled to

•

Carried forward advances for capital investments,

social benefits under Federal Law «Concerning State

RUB 9.2 billion (largely orders for imported rolling

Social Support». The legality of the Company's claims is

stock and equipment, including prepayments for the

supported by court practice. In its Ruling No. 5267/08

delivery of high-speed trains manufactured by Siemens
AG Transportation worth RUB 5.6 billion)

of 14 May 2008, the Supreme Arbitration Court of the
Russian Federation upheld the decision of all courts to
satisfy the claim of JSCo «Russian Railways» against the

•

Advances under leasing agreements, RUB 9.9 billion
(which expire by 2011–2012);

Ministry of Finance of Russia on the reimbursement of
the expenses incurred as a result of such transportation
in 2005.
Trade accounts receivable not related to transporta-

The structure of accounts receivable

tion operations amounted to RUB 12.3 billion (on the

is shown in the figure below

planned level) and increased due to the sale of inven-

RUB 100.2 billion (2008)

tories on the balance sheet of the Company's branches

10.4

to subsidiaries, which were established on the basis of
the branches' assets, by entering into agreements with
the subsidiaries whereby deferred payments are to be

31.2
7.3

made according to the approved settlement schedules
(for RUB 5.0 billion).

22.1

As for the advances issued, the stringent policy of

RUB 64.6 billion
(2007)

prepayments to counterparties mentioned above resulted
on the whole in optimized advance payments, as evidenced

7.3

primarily by its favorably changed structure. With regard

5.2

to capital investments in the purchase of high-tech fixed
assets, the share of advance payments increased from

25.5

22.7

12.2

19.6% in 2007 to 40% in 2008. A RUB 2.8 billion growth in
advances in the Company's balance sheet is primarily due

20.9

to individual major investment projects, such as rolling
stock upgrading and international projects. Advances

Trade accounts receivable

related to current operations decreased by more than

For transportation services

10%. Since the prepayment policy changed only at the end

Advances issued

of 2008, a more significant effect produced by optimizing

Taxes and levies

and reducing advance payments is expected in 2009.

Other accounts receivable

The total of RUB 25.5 billion in the advances issued
comprises:

See also Appendix 7.
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•
•

Carried forward prepayments for fuel and inventories,

services. Therefore, it was decided to revise the trade

RUB 2.6 billion;

payables settlement policy by extending the planned

O ther advances related to current operations

contractual final settlement deadline in order to avoid

(including those pertaining to international projects),

a possible deficit.

RUB 3.8 billion.

The results of 2008 confirmed the negative forecasts about

Other accounts receivable increased as of the end of the

lower income and lower advances received. At the same

reporting period partly due to settlements with founders

time, the extension of the contractual final settlement

relating to contributions to the Company's charter capital

deadline made it possible to:

in the amount of RUB 16.9 billion (Decree No. 1877r

•

by another source, i.e., trade accounts payable;

16 December 2008).

Accounts payable in 2008
As of 31 December 2008, the Company's accounts payable

Replace one source of financing business operations in
the form of prepayments for transportation services

of the Government of the Russian Federation – dated
•

Reduce the debt burden;

•

Cover the liquidity risk when there is a global financial
crisis.

amounted to RUB 209.5 billion, having increased by RUB

The trade payables structure changed in 2008 towards

46.3 billion, or 28.3%. The structure of accounts payable

a 14% increase in the share of payables related to

is shown in the figure below.

investment operations, amounting to 50.8% of total

As of 31 December 2008, the Company's accounts payable

trade accounts payable, or RUB 51.2 billion. In absolute

amounted to RUB 209.5 billion, having increased by RUB

terms, investment-related payables grew by RUB 29.7

46.3 billion (by 28.1%). The growth in accounts payable

billion, or by 2.4 times. This made it possible significantly

as compared to the beginning of the year occurred due

to reduce the debt burden related to borrowings for

to the following items:

financing the Company's investment program and the

•

Trade accounts payable, RUB 35.6 billion (54.5%);

interest payable.

•

Advances received, RUB 14.1 billion (4 times);

In spite of the growth in accounts payable in absolute

•

Current payroll payables, RUB 3.1 billion (by 26.%);

terms, control of the deadlines for payments under the

•

Current taxes and levies payable, RUB 1.3 billion

Company's liabilities minimizes the risk of emergence

(by 15%);

of overdue payables, as evidenced by the Company's

•

Other creditors RUB 7.1 billion (by 46.3%) (including
payables related to contributions to the charter capital
of subsidiaries, RUB 6.2 billion (by 69.2%)).

Trade payables amounted to RUB 100.9 billion (98.1% of

The structure of accounts payable

the planned level). The increase in trade payables in the

is shown in the figure below

reporting year by RUB 35.6 billion in absolute terms was
RUB 209.5 billion (2008)

planned and is due to the following reasons:
•

Planned increase of the final settlement deadline with

40.5

regard to the Company’s liabilities under contracts

50.6

with suppliers and contractors to 30 days in October –
December 2008;
•

A 49.3% increase in investment expenditures as
compared to the previous year

•

A 9.3% growth of material expenses as compared to

55.3
17.6

39.1

RUB 163.2 billion
(2007)

the previous year
•

A 35.8% growth of other expenses relating to cost (net

3.5

65.3

of property tax) as compared to the previous year.
As indicated above, the Company uses accounts payable
as one of the sources for financing its business operations. The key elements of this are: advances received

100.9

against next year income from transportation services
(prepayments for transportation services) and trade

Trade accounts payable

accounts payable related to work performed, services

	Advances received under other operations

rendered, and inventories and equipment delivered.

	Prepayments for transportation services

Due to the impact of the global financial crisis, the Company

Other accounts payable

received forecasts in Q4 2008 about the expected drop
in income related to transportation services. This should
have resulted in less advances received for transportation

See also Appendix 7.
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RUB bln

2007

2008

+/–

%

Trade accounts payable

65.3

100.9

35.5

154.4

•

Track materials

1.3

4.3

3.0

337.4

•

Raw materials, supplies and spare parts

12.9

15.9

3.0

122.7

•

Fuel

3.8

3.0

–0.8

78.5

•

Payables for electric energy provided by suppliers

0.4

0.3

–0.1

70.4

•

Repair works performed

9.1

10.3

1.2

112.4

•

Purchase of fixed assets

6.3

13.0

6.7

204.3

•

Construction work performed

15.2

38.2

23.0

252.2

•

Work performed and services rendered

15.0

15.0

0.0

100.2

•

Goods purchased and finished products

0.2

0.3

0.1

124.6

•

Other payables

1.1

0.7

–0.4

64.0

Advances received under other operations

3.5

17.6

14.1

496.6

Prepayments for transportation services

55.3

40.5

–14.8

73.2

Other accounts payable

39.1

50.6

11.5

129.4

•

Payroll payables, other accountable advances

11.6

14.7

3.1

126.0

•

Social security payables

4.3

4.5

0.2

103.9

•

Taxes and levies payable

7.7

8.8

1.1

115.0

•

Other

15.4

22.6

7.2

146.3

of them:
Payables to the charter capital of subsidiaries

8.9

15.1

6.2

169.2

TOTAL

163.2

209.6

46.4

128.4

turnover (turnover period) of trade accounts payable

Loans and borrowings management
(«Borrowing Program»)

increased in 2008 only by 0.47 days, as compared to

Taking into account the situation on the capital markets and

2007, and reached 27.6 days (it should be noted that

the foreign currency revenue structure of JSCo «Russian

the extension of the deadline for final settlements by

Railways», the Company’s debt management strategy is

30 days did not result in a significant increase in the

based on the budget indicators and the financial plan

average turnover period in 2008, since the contractual

and is aimed at:

settlement terms were revised at the end of the year,

•

Strengthening financial stability;

as mentioned above).

•

Securing required sources of financing for investment

turnover indicators. Thus, the average period of one

Advances for transportation services amounted to RUB
40.5 billion with a RUB 14.0 billion (26.8%) decrease by

activities;
•

the beginning of the reporting year.

Increasing the share of long-term borrowings in the
portfolio structure;

Advances under non-transportation operations amounted

•

Boosting relationships with external creditors;

to RUB 17.6 billion, with a year-on-year increase of RUB

•

Diversifying the lending sources.

14.0 billion rubles, or 5 times. The growth was due to the

In the second half of 2008, due to the worsening conditions in

Sirt-Benghazi (Libya) railway line construction project

the world markets, the financing strategy of JSCo «Russian

worth RUB 14.4 billion.

Railways» was aimed at maintaining financial stability,

The turnover period of the advances received was 17.2

reducing foreign currency-denominated borrowings,

days, with a year-on-year increase of 0.4 days due to the

looking for new sources of financing, and promoting

significant amounts received from foreign customers.

cooperation with international organizations.

Financial and Economic

125

Results

As of 31 December 2008, the accounts payable of

In 2008, JSCo «Russian Railways» remained one of

JSCo «Russian Railways» (taking the foreign exchange

the largest borrowers on the Russian bond market. In

differences into consideration) amounted to RUB 297.6

July, within the framework of the approved bonds issue

billion, having increased by RUB 218.6 billion by the

program, the Company issued bonds with a maturity

beginning of the year. The increase in the accounts payable

of three years totaling RUB 20 billion, with the coupon

resulted from the planned extension of the investment

income rate of 8.5% p.a. In 2008, the raised bonded loans

program as well as the reduction in the RUB rate against

(08, 09, 11 series) totaled RUB 50 billion.

major world currencies and the influence of foreign

In the second half of 2008, JSCo «Russian Railways»

exchange differences on the portfolio in general.

planned to enter the international markets of long-

In the first half of 2008, the Company pursued the policy

terms borrowings and to register a program of placing

of diversifying the financing sources and mobilized

Eurobonds totaling USD 7 billion, with maturity of up

funds on the global and Russian markets. Borrowings

to 30 years; however, due to the financial crisis and the

on the international syndicated market promoted the

closing of these markets for Russian borrowers, the

establishment of long-term partnership relations with

placement of Eurobonds was postponed.

western creditors, the reduction in the cost of fund

In the last quarter of 2008, due to the sharp increase in

raising and debt servicing, and the extension of maturity

the cost of the foreign currency-denominated borrowings

on the raised debt. In March 2008, the Company raised

and with the intention to reduce currency risks, the

an unsecured loan from a consortium of international

Company took steps to replace borrowings in foreign

banks leaded by Banko Bilbao Vizcaya Argentaria S.A.,

currencies with RUB-denominated currencies, as well as

The Bank of Tokyo-Mitsubishi UFJ ltd, Barclays Capital,

to refinance foreign loans in Russian banks. In accordance

BNP Paribas, ING Bank N.V., Bank Austria Creditanstalt

with Federal Law No. 173-FZ of the Russian Federation «On

AG, Westlb AG, London Branch in the amount of USD

Additional Measures Aimed at Supporting the Financial

1.1 billion, consisting of two tranches, maturing in three

System of the Russian Federation», dated October 13,

(LIBOR + 0.55% p.a.) and five years (LIBОR +0.75% p.a.).

2008, JSCo «Russian Railways» partially refinanced

Changes in loans and borrowings in 2008, RUB bln

Indicator

01.01.2008

Received

Repaid

01.01.2009

Current liabilities

37.6

446.2

319.0

164.8

including:
•

Short-term loans

37.6

431.6

318.7

150.5

•

Bonds 05 series

0

10.6

0.3

10.3

•

Bonds 03 series

0

4.0

0.0

4.0

•

Commodity loan

0

0.0

0

0

41.4

113.2

21.8

132.8

Non-current liabilities
including:
•

Long-term loans

12.0

60.6

6.1

66.4

•

Bonds 03 series with a maturity of 5 years

4.0

0.3

4.3

0

•

Bonds 05 series with a maturity of 3 years

10.3

0.0

10.3

0

•

Bonds 06 series with a maturity of 5 years

10.1

0.7

0.7

10.1

•

Bonds 07 series with a maturity of 7 years

5.0

0.4

0.4

5.1

•

Bonds 08 series with a maturity of 3 years

0

20.8

0

20.8

•

Bonds 09 series with a maturity of 5 years

0

15.2

0

15.2

•

Bonds 011 series with a maturity of 7 years

0

15.2

0

15.2

79.0

559.4

340.8

297.6

TOTAL
See also Annex 7.
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liabilities to foreign financial institutions totaling USD

In 2008, syndicated loans were hedged by Dresdner Bank

270 million through a loan from Vnesheconombank.

AG under the interest rate swap in the amount of USD

In November 2008, the Company placed two additional

600,000,000 (tranche А, tranche В) and under the foreign

issues of bonds with maturities of five and seven years

exchange swap in the amount of USD 300,000,000 (tranche

totaling RUB 30 billion, with the coupon income rate

В) and by WestLB AG under the interest rate and foreign

of 13.5% p.a., to partially repay foreign currency-

exchange swap in the amount of USD 1,100,000,000

denominated loans. Currently, the placement of bonds

(tranche А, tranche В).

on the Russian market is the most efficient instrument

In 2008, JSCo «Russian Railways» unified a set of approved

of long-term financing for JSCo «Russian Railways». As

debt burden ratios as follows:

of December 31, 2008, the Company had six series of

•

Net debt / EBITDA (x) – not exceeding 3.5х

RUB-denominated bonds issued to total RUB 69 billion.

•

EBITDA / interest expenses (х) – at least 3.5х

The bonds issued by JSCo «Russian Railways» are of

As of the end of 2008, the Net debt / EBITDA ratio did

considerable interest for the Russian banks, as there

not exceed 1.5х, while EBITDA / Interest expenses ratio

are included in the CBR's list of collateral loans and are

exceeded 19х. Despite the deteriorated financial market

accepted as a security for repurchase transactions.

conditions in the last quarter of 2008 and the higher cost

In November 2008, JSCo «Russian Railways», jointly

of borrowing, JSCo «Russian Railways» safely kept its

with the leading commercial banks, worked out a set

financial indicators far from the financial covenants under

of initiatives to sustain financing of the real sector of

existing loan agreements, and the Company leverage

the economy, as well as infrastructure projects, being a

ratio was well below that of other Russian corporate

prerequisite for the stable growth of Russia's enterprises,

borrowers.

by improving the conditions for the commercial banks'
loan refinancing by the Central Bank of the Russian

Placement of temporarily available funds

Federation.

To efficiently manage the cash balance, JSCo «Russian

In 2008, the largest long-term loans were received

Railways» places temporarily available funds in deposits

from the following banks: SC Vnesheconombank – in

on an arm’s length basis mainly (more than 95% of the

the amount of RUB 6.3 billion to be used for financing

funds are managed that way) for a period of 1-30 days.

the development of the infrastructure of Kuzbass – Far

As of the end of 2008, the average rate of the deposits

East transport hub (maturing in September 2018); WEST

portfolio was 9.19%.

LB – a syndicated loan in the amount of USD 1.1 billion

The Company selects as its counterparties only reliable

(maturing in 2011–2013), JP Morgan – in the amount

banks supported by the state or affiliated with JSCo

of USD 250 million (maturing in June 2013), and CJSC

«Russian Railways». The total amount of investments

UniCredit Bank – in the amount of RUB 4 billion (matur-

does not exceed the approved levels of financial invest-

ing in December 2010).

ments. The Company regularly monitors the banks'

The amount of interest on loans and borrowings included

financial standing and revises its limits for financial

in the category of other expenses in 2008 totaled RUB

investments in respect of due dates and levels broken

10.7 billion.

down into counterparties.

RUB bln

Indicator

Long-term
deposits:

Short-term
deposits

Total

Balance at 01.01.08

4.4

2.4

6.8

Balance at 01.01.09

4.1

39.2

43.3

Average balance for 2008

4.4

5.0

9.4

Revenues received

0.4

0.4

0.8

Average effective rate, %

9.48%

7.31%

8.33%

Average rate on portfolio at 01.01.09

9.89%

9.12%

9.19%
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Cost of the rolling stock acquired under lease contracts in 2003 through 2007, RUB billion (incl. VAT)

Type of rolling stock

2003

2004

2005

2006

2007

2008

Total

Freight cars

0

8.3

11.6

8.5

12.3

0

40.7

Passenger cars

5.4

3.8

2.7

13.2

12.0

0

37.1

Traction rolling stock

0.3

1.1

2.1

0

2.9

0

6.4

Multiple unit rolling stock

0

2.3

5.9

7.8

6.8

0

22.8

Equipment

0

0.5

0

0

0

0

0.5

Lease program, total

5.7

16.0

22.3

29.5

34.0

0

107.5

Quantity of the rolling stock and equipment acquired under lease in 2003 through 2007, in units
Type of rolling stock

2003

2004

2005

2006

2007

2008

Total

Freight cars

0

6,000

6,183

5,946

7,878

0

26,007

Passenger cars

1,140

236

159

694

602

0

2,831

Traction rolling stock

9

38

51

0

46

0

144

Multiple unit rolling stock

0

233

452

619

492

0

1,796

Equipment

0

17

0

0

0

0

17

Acquired, total

1,149

6,524

6,845

7,259

9,018

0

37,795

Weighted average indicators under lease programs for 2003–2008
2003

2004

2005

2006

2007

2008

Lease program, total, RUB billion

5.7

16.0

22.3

29.6

34.0

1.6

Weighted average lease financing
period, years

7.0

6.6

6.6

6.5

6.5

4.0

Weighted average rate, %

16.00

13.64

12.43

9.63

7.91

10.94

Leasing

an extensive experience of selecting leasing companies
by holding open tenders.

Since 2003, the Company has actively engaged in leasing,

Since 2003, counterparties under lease contracts are

which permits it to accelerate the renewal of rolling

selected annually on the basis of competitive bidding.

stock and equipment.

During the period from 2003 through 2008, JSCo «Russian

JSCo «Russian Railways» is a major consumer of the

Railways» actively engaged in leasing as a source of

products manufactured by domestic transport machine-

finance for its rolling stock renovation programs (the

building enterprises. By increasing the volume of fixed

volume of the leasing program for the given period

assets purchased under lease, JSCo «Russian Railways»

reached RUB 107.5 billion).

invests significant funds in support to, and development

In September 2007, the Management Board of JSCo «Rus-

of manufacturing facilities of the domestic producers.

sian Railways» reached a decision to reduce the number of

Lease financing program is effected within the framework

lease transactions in the midterm as a result of which no

of the Company's Borrowing Program aimed at a complex

rolling stock was acquired under lease contracts in 2008.

development of the Company's financial resource base

From the standpoint of effect on the Company's expenses,

and the expansion of its presence on the Russian and

leasing produces a significant effect on the cost part of

global financial markets. JSCo «Russian Railways» has

the Company's budget and increases the carrier cost.
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As of 1 January 2008, the total volume of lease liabilities

managed, and the Russian railway reform is going in

under centralized lease contracts equaled RUB 87.4

the right direction contributing to the dynamic devel-

billion, including VAT. The Company allocated RUB 21.86

opment of the sector.

billion as payments under lease during 2008.

At the same time, JSCo «Russian Railways» maintains

As of 1 January 2009, the outstanding amount payable

close contacts with rating agencies, creditors and inves-

under the centralized lease contracts will reach RUB

tors. Regular annual meetings between the Company's

65.5 billion.

management and representatives of rating agencies took

The main lessors of JSCo «Russian Railways» are major

place in December 2008.

Russian leasing companies, such as CJSCo RG Leasing
(49% in the lease portfolio of JSCo «Russian Railways»)
and OJSC VTB-Leasing (32% in the lease portfolio of JSCo

Financial Risk Management

«Russian Railways»).
In 2008, driven by the intention to reduce the railway

During the five-year period the Company implemented a

sleeper deficit, the Company held an open tender for the

sound financial risk management system. The underlying

right to enter into a lease contract for the delivery of three

document for the financial risk management system is

technological facilities for the production of prestressed

the concept for managing the financial risks of JSCo

reinforced concrete sleepers worth of RUB 1.614 billion.

«Russian Railways» which provides for the analysis

The winning bidder was CJSCo RG Leasing.

and identification of key indicators, development of a

In the first half of 2008, the Company executed the as-

management model and a procedure for monitoring

signment of rights and liabilities under the contracts for

credit risks, liquidity risks, operational, property and

the lease of large-tonnage containers (to JSCo Transcon-

market risks. As part of the financial risk management,

tainer) and hoppers (to JSCo First Freight Company).

the Company designed and implemented the required

The transactions provided for an inflow of RUB 580.3

regulatory framework for insurance coverage (insurance

million.

coverage provisions, regulations, methodological
recommendations and statements), for managing limits
on engagements with financial institutions and real sector

Ratings

enterprises (methodologies for calculating the respective
limits), the standard requirements to counterparties with

In terms of its production, technical and financial pa-

respect to securing contractual commitments (typical

rameters, JSCo «Russian Railways» is one of the leading

terms of settlements and regulatory documents on

transport companies in the world. In view of this, and

operations with bank guarantees and suretyship), and

taking into account the stable fundamental indicators of

regulations on managing the Company's liquidity.

the Company's business solvency, JSCo «Russian Rail-

The approaches to risk management adopted by the Com-

ways» continues to enjoy high credit ratings assigned by

pany are based on a risk diversification principle, includ-

leading international rating agencies (Moody’s, Standard

ing through employment of various tools and trustworthy

& Poor’s and Fitch).

counterparties. The risk management policy prohibits

The investment rating of JSCo «Russian Railways» re-

the use of any speculative protection tools, as well as

flects the Company's close links with the state, as well

transactions with untrustworthy counterparties.

as its balanced financial and general strategy. Moreo-

The Company gave particular attention to the use of

ver, the ratings show that the Company is efficiently

derivatives in managing risks. In 2008, JSCo «Russian
Railways» hedged its foreign currency loan portfolio
against exposure to foreign currency and interest rate
risks. The lending rate on the foreign currency loan
portfolio was converted from floating (in foreign currency)

Rating as of 31 December 2008

to fixed (in rubles). Based on the results for the year, all
Moody's

Baa2

Standard &Poor's

BBB

Fitch

BBB+

hedges had a positive market value.
The Company assessed the possibility of hedging price
risks, specifically attributable to prices for diesel fuel
and metals (materials with a high share of the price of
metals in the cost of production).
Implementing a system for liquidity risk management

Moody's

A3

Standard &Poor's

BBB+

Fitch

BBB+

has permitted the Company to enhance the mechanism
of high quality and flexible cash planning.
Implementing a system for credit risk management has
permitted the Company to establish instruments for
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managing the credit risks attributable to banks (financial

The assets of JSCo «Russian Railways» are represented by

investment thresholds) and other counterparties. In

a complex technological set of railway transport facilities

particular, the Company employs the following bank

of strategic importance, the safekeeping of which is the

guarantees and suretyship as a means of protection

commitment of JSCo «Russian Railways» before the state.

against counterparty default: a guarantee of serious

The assets of JSCo «Russian Railways» are insured with

intent, due fulfillment of obligations (including for the

the OJSCo SOGAZ and JSCo ZHASO insurance companies.

guarantee period under delivery contracts) and return

Additionally, JSCo «Russian Railways» provides insurance

of advance payments. Bank guarantees and suretyship

cover for its freight rolling stock, passenger car fleet,

are restricted by established limits.

locomotives and electric trains.

In 2008, financial investments were made in compliance

As a source of increased danger, JSCo «Russian Railways»

with the financial investment thresholds coordinated by

arranges for civil liability insurance of the carrier and

the collegial authority (Credit Committee of the Bank)

owner of the infrastructure. This insurance contract covers

and approved by Senior Vice-President.

the risks of JSCo «Russian Railways» related to personal

In the second half of 2008, against the impact of the

injuries to third parties and damage to their property and

global financial crisis on the results of its operations the

environment in the performance of its primary activity.

Company placed special emphasis on risk management.

JSCo «Russian Railways» gives particular attention to

A number of anti-crisis measures that were implemented

providing social security for its employees. One of the

aimed at cutting costs and making the following risk

means to improve the social package of an employee is

management arrangements:

to provide insurance against accidents and work-related

•

Redirection of intra-Holding financial flows;

illnesses. When insurance event occurs, the employee

•

Relocation of settlements and corporate and retail

receives pecuniary recompense.

banking services to government-supported and

Throughout the duration of the contracts the Company

affiliated banks;

settled a lot of matters of argument, designed methodological

T ightening limits on engagements with financial

recommendations and other documents governing the

institutions: the financial investment thresholds

Company's operations. As part of the insurance coverage

and limits on transactions with bank guarantees

program, the terms and conditions of insurance contracts

were established for the government-supported and

are regularly reviewed and optimized to extend the scope of

affiliated banks.

coverage and the size of insurance deductible. JSCo «Russian

•

Reduction of insurance premium costs;

Railways» provides for the development of the personnel of

•

Protection of the foreign currency loan portfolio

the Company's branches responsible for the settlement of

through the previously completed transactions on

insurance events to ensure prompt execution of documents

hedging foreign currency and interest rate risks;

and receipt of monetary indemnification. Computer-aided

Daily situational analysis of the financial markets

recording of insurance events allows real time tracking of

performance followed by prompt and relevant decisions

changes in the area of insurance.

attributable to financial resources management;

The insurance coverage of JSCo «Russian Railways» applies

Adoption in 2008 of the Statement on JSCo «Russian

to the majority of the Company's assets, including:

Railways» Transactions Involving Bank Guarantees

•

•

•

•

T he rolling stock owned by JSCo «Russian Railways»;

Provided as a Security for the Performance of Payment Obligations in Respect of the Freight Transpor-

•

The leased rolling stock; and

tation Services Rendered by JSCo «Russian Railways»

•

Immovable property and equipment (including leased

was aimed at facilitating maximum utilization of the

items).

potential freight base formed by Russian manufac-

The Company entered into an insurance contract in

turers, maximizing the volume of freight transporta-

respect of its third party liability as a carrier and owner

tion, and extending the scope of services offered by

of the railway transport infrastructure.

JSCo «Russian Railways».

Tax burden
Insurance
See also Appendix 30.

JSCo «Russian Railways» gives particular attention to

In accordance with its accounting policy, for tax purposes

obtaining insurance coverage for its assets. The first

JSCo «Russian Railways» determines income and expenses

insurance contracts were entered into in 2005. Over the

on an accrual basis.

5-year period, the Company has developed a way to obtain

JSCo «Russian Railways» determines the VAT and income

insurance coverage for its assets on a regular and centralized

tax basis overall for the legal entity and makes the relevant

basis using uniform terms and conditions.

tax payments to the federal budget. With respect to
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other taxes and levies, as well as with regard to income

and local budgets compared with 2006–2007 was 14.6%

tax (as related to amounts payable to the budgets of

(RUB 75.0 billion paid) and 13.3% (RUB 75.8 billion paid),

the constituent entities of the Russian Federation), the

respectively.

Company's branches and structural subdivisions duly

In 2008, JSCo «Russian Railways» paid a property

perform their obligations as taxpayers for the payment

tax of RUB 18.6 billion. A RUB 0.3 billion growth was

of taxes and levies to the regional and local budgets.

attributable to the commencement and modernization

In 2008, the Company paid current taxes of RUB 184.5

of the Company's property, plant and equipment.

billion, including RUB 25.0 billion to the federal budget,

The amount of land tax paid to the budget in respect

RUB 85.9 billion to municipal budgets and the budgets of

of 2008 was RUB 1.6 billion indicating a 55.2% growth

the constituent entities of Russia, and RUB 73.6 billion

against 2006, and a 13.9% growth compared with 2007.

to mandatory social insurance funds.

The growth was attributable to the acquisition of land

Share of tax proceeds from JSCo «Russian Railways» in

plots, an increase in the land tax rates for a number of

the budgeting system of Russia equaled 1.84%.

municipal entities, and growth in the cadastral value of

The ratio of tax burden in 2008 was 12.5%, which is below

the plots of land.

the level of 2007.

Payments transferred to the mandatory insurance funds

The amount of taxes payable in respect of 2008 increased

reached RUB 73.6 billion indicating an 18.1% increase

against the amount of taxes paid in 2007 by RUB 5.3

against 2007 attributable to growth in payroll.

billion, or 3%.
The amount of taxes payable to the federal budget in

Restructured debt

2008 reduced by RUB 16.0 billion, or 39.0%, as compared

Pursuant to Federal Law No. 115-FL of 7 July 2003, JSCo

with 2007.

«Russian Railways» is the legal successor to tax payables
of the federal railway transport organizations whose

VAT

property and property complexes have been contributed

In 2008, the Company paid RUB 15.3 billion in value-

to the charter capital of JSCo «Russian Railways». In

added taxes. A 40.7% reduction in the amount of VAT paid

conformity with Decree of the Government of the Russian

against 2007 was due to an increase in tax deductions

Federation No. 603 dated 29 September 2003, JSCo

for capital investments.

«Russian Railways» is entitled to restructure its taxes
payable from the date of approval of the consolidated

Income tax

transfer act.

JSCo «Russian Railways» corporate income tax charge

As 1 January 2005, the total amount of restructured debt

equaled RUB 30.4 billion payable to the federal budget

was RUB 20.6 billion, including: RUB 20.6 billion in fines

and the budgets of the constituent entities of Russia,

and penalties. Early redemption (in 2004) of the outstand-

which is 14.8% less than in 2007.

ing amount of the restructured debt allowed to write off

In 2008, the Company paid a corporate income tax of

the restructured fines and penalties of RUB 20.0 billion

RUB 34.1 billion.

payable to the federal and municipal budgets and the

Given the nominal tax rate, the effective tax rate (per-

budgets of the constituent entities of Russia. In 2005, the

centage ratio of the current income tax to the income

Company wrote off a restructured debt of RUB 7.8 billion

before tax) including non-deductible expenses and non-

payable to the municipal budgets and the budgets of the

taxable income equaled 55.5% in 2008.

constituent entities of Russia. The outstanding amount
payable to the federal budget in 2006 was RUB 9.9 bil-

Regional taxes

lion; the outstanding amount payable to the mandatory

In 2008, the Company paid RUB 85.9 billion in taxes to

social insurance funds in 2007 was RUB 2.3 billion, while

the municipal budgets and budgets of the constituent

in 2008 the outstanding amount of taxes distributable

entities of Russia. Growth in tax payments to the regional

between budget levels was RUB 24.9 million.

Information on interested-party
transactions
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Information on interested-party
transactions

The transaction for attracting credit funding
to refinance the obligations under Syndicated Loan
Agreement No. 852 dated 19 October 2005 pursuant to

In 2008, the Board of Directors of JSCo «Russian Railways»

the following terms:

approved the following transactions which are regarded

•

Borrower: JSCo «Russian Railways»

interested-party transactions pursuant to Federal Law

•

Creditor: State Corporation Bank for Development
and Foreign Economic Affairs (Vnesheconombank)

Concerning Joint-Stock Companies:
•

Subject of transaction: attracting by JSCo «Russian
Railways» of a credit of USD 270,000,000

The contract for the delivery of diesel locomotives
TEM18DM (Minutes No. 3 dated 15 February 2008)

•

Agreement price: no more than USD 300,000,000

pursuant the following terms:

•

Duration of the transaction: 12 months minus 1

•

Supplier: JSCo Trade House RZD

•

Buyer: JSCo «Russian Railways»

•

Subject of transaction: supply of 347 diesel shunters

business day
•

Syndicated Loan Agreement No. 852 dated 19 October
2005

designated TEM 18DM
•

Price of transaction: RUB 10,317,994,834.29, including

•

Interest rate: LIBOR for USD deposits for a period
of 12 months + 5% annually

VAT
•

Designated purpose of the credit: payments under

Duration of contract: from the day of signing until

•

Credit origination fee: USD 100,000

31 December 2010

•

Commitment fee: not applicable

•

Penalties:

•

10% in respect of the outstanding amount of the loan

The agreement for the lease of a land plot located at

principal in addition to the annual interest rate as

56A, Cherepanovykh Lane, Moscow (Minutes No. 5 dated

per the loan agreement with Vnesheconombank

15 April 2008) pursuant the following terms:
•

The interest rate as per the loan agreement with

•

Lessor: JSCo «Russian Railways»

•

Lessee: Zhilsotsipoteka Foundation

Vnesheconombank increased by 10% in respect of

•

Subject of transaction: lease of a land plot of 12,726

the arrears of interest.

sq. m, cadastral number 77:09:03002:053, the right
of ownership held by JSCo «Russian Railways».
•

The agreement price equals to the land plot redemption
price of RUB 89,417,415 (not subject to VAT).
The contract for the sale and purchase of immovable

property (Minutes No. 11 dated 7 August 2008) pursuant
to the following terms:
•

Seller: JSCo «Russian Railways»

•

Buyer: JSCo VNIIZhT

•

Subject of transaction: a land plot of 4,662.00 sq. m
(cadastral number 52:18:03 23:0004) located at 166,
Puteyskaya Str., N. Novgorod

•

The contract price: RUB 17,403,000 (not subject to
VAT).

Information on major transactions
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Information on major transactions
There were no major transactions during the reported
period (the price of which equaled or exceeded 25% of
the book value of the Company's assets).

Statement on dividends paid
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Statement on dividends paid

No. 864-r dated 30 June 2007, and No. 951-r dated 30
June 2008, the Company paid cash dividends of RUB

The net profit of JSCo «Russian Railways» for the 5

4 billion on ordinary shares in respect of the results of

years amounted to RUB 142.8 billion, including RUB

operations in 2003 through 2007.

13.4 billion for 2008.

The reduction in the amount of dividends paid in respect

As in prior years, part of the 2008 net profit resulted

of 2007 was induced by the decisions made at the meeting

from a systematic implementation of structural reforms

with Deputy Prime Minister of the Russian Federation

of the railway transport in Russia. A significant share in

Mr. A.D. Zhukov (Minutes No. АZh-P9-52pr dated 19

the net profit was due to the excess in the value of the

December 2007), Instruction of the Government of the

property as agreed upon by the founders contributed

Russian Federation No. DM-P9-4679 dated 27 September

to the charter capital of the Company's subsidiaries

2007, etc. which empowered JSCo «Russian Railways» to

over its book value. Based on the results for 2008, the

funnel funds of RUB 800 million and RUB 454 million to

amount in excess was RUB 13.1 billion.

the construction of a 53-kilometer long Yaiva-Solikamsk

In view of the above-stated, the Company has pursued

railway section and a temporary railway bypass along

a policy of paying dividends in the amount of 10% of the

the Perm-Solikamsk section, respectively, followed by

economically feasible net profit.

the same reductions in the amounts of dividends payable

Pursuant to Directives of the Government of the Russian

to the Russian Federation in respect of 2007.

Federation No. 883-r dated 29 June 2004, No. 1171-r

The net profit generated by JSCo «Russian Railways» in

dated 9 August 2005, No. 930-r dated 30 June 2006,

2007 was approved for distribution as follows:

RUB billion

Indicator

2003

2004

2005

2006

2007

2008

Всего

Net profit

5.9

8.8

9.8

26.4

84.5

13.4

148.8

1.5

15.9

66.8

13.1

97.3

Excess of the monetary value
of the contribution as agreed upon
by the founders over the book value
of the property contributed to the
charter capital of the subsidiaries
Economically feasible net profit

5.9

8.8

8.3

10.5

17.7

0.3

51.5

Dividends

0.6

0.9

1.0

1.0

0.5

0.0

4.0

RUB billion

Indicator

Amount

Net profit for 2007

84.5

Including economically feasible profit
(based on actual cash flows)

17.7

10% of the economically feasible net profit

1.8

Consideration for the construction
of a six-kilometer long bypass (Berezniki)

-0.5

Funding for the construction of a 53-kilometer
long Yaiva-Solikamsk railway section

-0.8

Payment of dividends on issued shares

0.5

%

10%
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Distribution of the net profit generated by JSCo «Russian Railways» in 2007

RUB billion

Indicator

Amount

%

Net profit for the period

84.5

100

Profits distribution, of which:

4.7

6

Reserve capital

4.2

5

Payment of dividends on issued shares

0.5

1

Total accumulated profit, of which:

79.8

94

Consideration for the construction of a six-kilometer long bypass (Berezniki)

0.5

Funding for the construction of a 53-kilometer long Yaiva-Solikamsk railway section

0.8

Renovation of the passenger rolling stock

23.3

Renovation of the multiple unit rolling stock

13.3

Renovation of the traction rolling stock (passenger locomotives)

8.8

Renewal and development of the division of long-distance passenger transportation

4.4

Renewal and development of the division of commuter passenger transportation

5.5

Project on modernization of railway cars involving installation of a passenger train
1.7
security control system with auxiliary diagnostics and communication functionalities
Project on comprehensive reconstruction of the Mga – Gatchina – Veimarn –
Ivangorod section and rail links to ports on the southern shore of the Gulf
of Finland (including construction of Luzhskaya station)

13.7

Project on comprehensive reconstruction of the Kotelnikovo–Tikhoretsk-Crimea
section bypassing the Krasnodar hub

5.4

Project on comprehensive reconstruction of the Trubnaya-V.BaskuntchakAksarayskaya section

2.0

Project on reconstruction of the railway facilities in the Chechen Republic

0.5

Draft distribution of the Company's
net profit earned in 2008
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Draft distribution

over the book value of the property contributed to the

of the Company's

charter capital of the subsidiaries).

net profit earned in 2008

As a result, in 2008 the Company generated a net
profit of RUB 13.4 billion which will be allocated for the

Over the last years the structure of the Company's

implementation of the Company's investment program

net profits has been largely dependent on a systematic

and the formation of a reserve fund.

implementation of the railway transport reform

During the first years of its operation, the Company's

program.

major performance indicators kept an upward trend

Even at the time of the global financial turmoil, and

which was attributable to the dividend policy adopted

a high level of volatility with regard to commercial

by JSCo «Russian Railways».

opportunities at the railway transportation market, in

At the same time, the deteriorating dynamics of 2007–

2008 the Company achieved positive dynamics at the

2008 are not indicative of a decline in the Company's

final stage of the structural reform and attained its key

financial performance and a discontinuance of dividends

structural objectives thus generating a net profit of

but reflect implementation of the policy on funneling the

about RUB 13 billion (due to the excess in the monetary

principal amount of net profits to investment financing

value of the contribution as agreed upon by the founders

which eventually manifests itself in the growth in

Distribution of the net profit generated by JSCo «Russian Railways» in 2008 (RUB billion)

Indicator

Amount

%

Net profit for the period

13.4

100

Profits distribution, of which:

0.67

6

Reserve capital

0.67

5

Payment of dividends on issued shares

0

0

Total accumulated profit, of which:

12.7

95

The dynamics of economically feasible net profit and dividends for the whole period
of the Company's operations (RUB million):
Economically feasible net profit (RUB million)

20,000

15,000

10,000

5,000

0
2003

2004

2005

2006

2007

2008
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Dividends (RUB million)

1500

1000

500

0
2003

2004

2005

2006

2007

2008

shareholder prosperity equivalent to the obtainment

create additional sources of funding for the state-owned

of steady dividend income.

enterprises to finance their current and investment

As per to the Company's estimates, in 2009 such situation

operations, the government authorities suggested that the

will be observable in respect of practically all joint-stock

companies with state-held shares review their dividend

companies and, most notably, state-owned enterprises.

policies towards reduction in, or discontinuance of such

At the end of 2008, to ease the impact of the global

payments which, accordingly, will pull the equivalent

financial crisis on the real sector of the economy and to

trends for the above enterprises down.

Dividend yield (RUB million)

0.0008

0.0006

0.0004

0.0002

0
2003
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2008
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Earnings per share (RUB million)
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Description of major risk factors
associated with the company's operations
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Description of major risk factors
associated with the company's operations

Information about pending legal proceedings
whereby the Company is a respondent to
a debt collection claim with the specification
of the aggregate claimed amounts

Information about pending legal proceedings
whereby the Company is a claimant in
a debt collection claim with the specification
of the aggregate claimed amounts
During 2008, arbitration courts considered 14,589
claims filed by JSCo «Russian Railways» totaling RUB
4.6 billion, of which 1,241 claims totaling RUB 1.0 billion
were dismissed, while 13,347 claims of JSCo «Russian

During 2008, arbitration courts considered 8,011 claims

Railways» totaling RUB 3.6 billion were sustained.

filed against JSCo «Russian Railways» totaling RUB 5.1

As of 31 December 2008, there were 5,329 pending

billion, of which 3,629 claims totaling RUB 4.1 billion

claims filed by JSCo «Russian Railways» for a total of

were dismissed, while 4,382 claims against JSCo «Russian

RUB 4.2 billion.

Railways» totaling RUB 0.9 billion were sustained.
As of 31 December 2008, there were 3,767 claims pending
against JSCo «Russian Railways» for a total of RUB 2.1
billion.

Development prospects
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Development prospects

Pursuant to the Minutes No. 43 of the JSCo «Russian
Railways» Management Board meeting, dated 23–24
December 2008, the major objectives for 2009 include

Major development directions

the following:

The general direction of Russian Railways' development

ensuring the sustainability of the Company's opera-

is the establishment of a highly efficient holding com-

tions and its financial stability in the context of global

pany, building up its market potential and capitalization

economic crisis through cost reduction, the maximal

growth, raising its investment attractiveness as well as

enhancement of revenue base and the efficient use of

strengthening the competitive edge at strategically im-

funds;

portant markets both in Russia and abroad.
The main tool is sound diversification of the Company's

ensuring the rational use of human resources during

business.

the reduction of transport volume through implementa-

RZD holding will develop both the traditional types of

tion of new technologies, raising the quality of industrial

railway business (provision of infrastructure services,

processes and harmonization of the total number of em-

transit and rolling stock operations) as well as new pro-

ployees with the overall shipment volume;

spective types of business focused at the maximization
of the Company's profits and capitalization, e.g. tour-

raising the quality of transport services rendered

ism, logistics and advertising.

to freight owners, increasing the Company's share of

In this context the key development objective of RZD

the transport service market to include, amongst oth-

holding will be establishment of the railway infrastruc-

ers, development of logistics, introduction of innovation

ture pursuant to the Development Strategy of Railway

technologies to transport services and increasing the

Transport in Russian Federation till 2030.

volume of container transportation;

Development of international cooperation, integration
into the Eurasian transport system and strengthening

maximal diversification of the Company's operations

position of JSCo «Russian Railways» at the international

in the sphere of freight transportation through the en-

transport market will remain a strategically important

hancement of marketing policy and the offer of complex

direction.

transportation services to the market;

Competition at the freight market will increase in the
sphere of freight car provision. The major objective will

concentration of investment on implementation

be establishment of the Second Freight Company which

of the start-up projects, in particular, with the govern-

will serve as the operator of freight cars and ensure tran-

ment and foreign investors' shares, projects for raising

sition to the full-fledged deregulation of rolling stock.

the efficiency of transportation and realization of the

It is assumed that development of the passenger service

energy-saving programs;

market will be based on formation of the state order for
passenger services which will include the franchising of

implementation of measures relating to the third

regional services to private passenger companies and

stage of structural reform, establishment of the Federal

their distribution through competition (tenders.)

Passenger Company, other subsidiaries and dependent

In the sphere of long-distance passenger service the key

companies, minimization of cross-subsidies through the

objective will be establishment of the Federal Passen-

formation of commuter service order by regional enti-

ger Company, subsidiary of JSCo «Russian Railways»,

ties of the Russian Federation, development of the legal

raising the efficiency of operations through price flex-

base ensuring RZD holding equal operating terms at the

ibility, higher quality of services and the streamlining

leasing market of freight cars;

of costs and assets.
In the sphere of commuter services the joint establish-

transition to the operational management based on

ment of subsidiaries with regional entities of the Rus-

economic criteria providing for the maximal efficiency

sian Federation will be continued.

of transportation process;

One of the major development directions of the passenger service market is development of the high-speed

ensuring effective cooperation with the suppliers

and ultra high-speed passenger transportation which

of material resources to JSCo «Russian Railways» that

will provide for bringing the passenger service to a new

would provide both for stability of their output as well

qualitative level.

as reduction of their prices with a special emphasis on

The company will also focus on implementation of social

compliance of the foregoing resources with the quality

policies and raising the prestige of employment in the

standards;

railway sector.
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further Improvement of the social guarantee system

To a high degree the macroeconomic dynamics were

for railway employees in accordance with their effective

the main cause of reduction of the potential railway

contribution to corporate results;

freight base.
It should be noted in this context that the reduction of

introduction of innovation and break-through tech-

primary commodity prices under the influence of financial

nologies, formation of technological and economic basis

crisis reduced the price pressure on the railway sector

for the future growth at a new qualitative level.

which was a major consumer of metals and petroleum
products. Thus, over the period from August till December
2008, the aggregate index of rolled metal prices reduced

Prospects of economic
development

by nearly two times and returned to its values at the
beginning of the year.
Russia's macroeconomic prospects will depend on the

At the end of 2008 Russia's macroeconomic conditions

following:

deteriorated by a significant margin under the influence

•

following factors:
•

•

the growth of primary commodity prices;

of other exportable goods (petroleum prices went

•

the impact of global economy, the restoration of
external demand for Russian exportable goods and

fall of international petroleum prices and the prices
down by nearly 70% and metal prices by 45% in the

the nature and duration of the crisis in global and
domestic economy;

of global financial crisis which had been caused by the

•

the effectiveness of adopted anticrisis measures, the

second half of 2008);

rate at which the working capital will be replenished,

significant reduction of the external demand for major

solvent demand and the growth of the output of goods

Russian exportable goods (the BOP surplus, which had

and services.

been as high as 10%–12% to the GDP in summer 2008,
went down to 1% of the GDP by the year end);
•

excessive dependence of Russia's financial sector on

Anticrisis measures

the external environment.
The mechanism of foreign borrowings and the refinancing

Negative impact of the global crisis on Russia's real

of Russian companies and banks (the total corporate

sector has significantly affected railway operations and

foreign debt had increased from USD 175.1 billion to

resulted in a considerable deterioration of the Company's

USD 497.8 billion) was no longer available. At the same

operational and financial indicators.

time the capital outflow from Russia resumed for the

The major threats for JSCo «Russian Railways» include

first time after 2004 and amounted to USD 129.9 billion

the following: the general slowdown of Russia's economy,

or 7.8% to the GDP.

the reduction of industrial output, higher competitiveness

Besides, certain specifics of Russia's economy had

of other transport types, tightening of the state budget

produced negative impact, namely:

expenses, higher borrowing prices, difficulties with

•

the excessive dependence on exports (primary com-

realization of the program for initial public offer of

modities' share exceeds 30% of the GDP and 65% of

shares in subsidiaries and affiliates.

the total exports);

With a view to minimize the foregoing consequences it is

low monetization which exacerbated the liquidity

essential to make use of the potential freight base to the

crisis when the refinancing from foreign sources

maximal extent focusing on the industries least affected

became unavailable;

by the crisis (e.g. the food industry), develop logistics,

confidence crisis in relations between the banking

step up innovative activities and establish incentives for

system and the real sector which resulted in a dra-

international transit. The optimization of tariff policy is

matic deterioration of the borrowing terms for Rus-

particularly important.

sian companies, the reduction of total credit to Rus-

However, besides threats, the crisis opens up new

sian companies and the reduction of demand.

opportunities for the Company's development. The

•

•

Therefore, the GDP growth in 2008 was 5.6% versus

matter in hand is a reduction of the prices on consumed

8.1% in 2007. The slowdown took place throughout the

resources, growth of labor supply, opportunities for

whole year: from 8.5% in Q I, 7.5% in Q II, 6.2% in Q III

the accelerated rehabilitation of fixed assets and the

to 1.1% in Q IV. Construction, transport and industrial

introduction of break-through technologies. Effective

production suffered mostly.

realization of the aforesaid opportunities will help the

The growth of industrial production as of the end 2008

Company reduce the estimated cost of investment

slowed down and was +2.1% (versus +6,3% in 2007).

projects, perform the rehabilitation of fixed assets, enroll

The November and December numbers registered the

highly qualified staff, access the market with modern

reduction of 8.7% and 10.3%, respectively.

transportation products and diversify business.
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The current crisis should be used for enhancing the
quality and effectiveness of operations, formation of
new corporate values and introduction of break-through

Possible development directions
taking into account market trends
and organization's potential

innovative technologies.
It is essential to build up business discipline, study in

In long term the development of JSCo «Russian Railways»

detail every client's needs and satisfy them effectively.

will be focused on the establishment of a highly efficient

In practical terms, one should develop a client-focused

holding company, strengthening its market potential,

business strategy.

capitalization growth, raising the investment attractive-

JSCo «Russian Railways» should not cancel its strategic

ness and building up its competitive advantages at the

plans but should rather seek to raise the effectiveness

strategic markets.

of its business operations.

With respect to the market of infrastructure services, the
foregoing includes the modernization of infrastructure
facilities, liquidation of bottlenecks in the current railway
system and raising the transit effectiveness (higher
speed, higher axel load, lower costs, etc.), infrastructure
development in accordance with the projected growth
rates of production, the capacity of other transportation
types in the Russian Federation and railways in the nearby
countries, provision of transportation services to new

Review of threats for JSCo «Russian Railways» during the crisis

Threats

Required actions

•
General slowdown of economic
growth, reduction of industrial
output

Higher competitiveness of other
transportation types due to,
amongst others, the reduction of
fuel prices

Tightening of the state budget
expenses

Higher borrowing prices, difficulties
with realization of the program
for initial public offer of shares in
subsidiaries and affiliates

•
•
•

•
•

Maximal use of the potential freight base, development of logistics, introduction
of innovation technologies, attraction of the accumulated goods stock;
Increase of the share of agricultural freights and those of the food industry
which are less affected by the crisis;
Establishment of incentives for development of international transportation;
Effective management of the turnover of railcars and rail engines ensuring
quick reaction to changes in the demand geography.

Razing the quality of transport services offered to freight owners due to,
amongst others, development of container transportation;
Streamlining of the tariff policy.

•
•

Postponement of investment projects;
Cardinal improvement of the financing of commuter services through the liquidation of deadheads.

•

Realization of additional operational cost savings measures.
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Review of the Company's opportunities during the crisis

Opportunities

Reduction of the prices on resources procured by JSCo «Russian Railways»

Reduction of competition between
employers at the labor market under the conditions of higher labor supply and the growth slowdown (and even reduction) of real
wages

Raising the competitive edge of
domestic goods at international
markets due to depreciation of the
ruble exchange rate

Opportunity realization measures

•
•
•

Review of the price conditions stipulated in contracts with the major suppliers
of JSCo «Russian Railways»;
Reduction of the cost estimates of investment projects;
Increased opportunity for selection of resources and equipment.

•
•

Attraction of highly qualified labor at the labor market;
Raising the quality of labor selection.

•

Establishment of new operator companies and the enhancement of cooperation
of the current operator companies with foreign partners;
Introduction of innovation technologies of international transit (development
of terminals and the infrastructure of the railway stations located near the
boarder and seaports, solution of technological and customs issues, development
of new itineraries for container trains);
Establishment of new effective logistics arrangements.

•

•

Opportunity for the acquisition of
shares in the prospective types of
business for JSCo «Russian Railways» at low prices.

Rehabilitation of the infrastructure
of the railway sections streamlining transit during the reduced
utilization

Development of break-through
innovation technologies

•

Diversification of the Company's business through the acquisition of shares in
other companies (financial companies, ports, engineering companies, etc.)

•
•

Enhancement of work for the restoration of railway infrastructure;
Rehabilitation of railway fixed assets.

•

Implementation of effective innovation projects, e.g. Tran-Siberian Railway
in 7 days.

industrial centers and newly developed deposits, etc.

Railways» will remain till 2009 the sole carrier provid-

The main strategic directions of the Company's development

ing freight transportation services on the basis of the

at the freight transport market include maintaining the

full-fledged fulfillment of public contract.

competitive edge in the highly profitable market segments,

56 regional entities of the Russian Federation resolved

provision of complex transport services, accelerated

to provide benefits in kind for commuter railway serv-

development of container transportation, ensuring the

ices in 2009, of which 43 entities introduced benefits

maximal efficiency of bulk freight transportation due to

for the entire year and 13 introduced seasonal benefits.

the economy of scale and improvement of the foregoing

In 2009 contracts were already signed in 45 regions,

technologies, active modernization of equipment and

resolutions about benefit monetization were adopted

technologies in the sphere of freight transportation, etc.

in 17 regional entities.

Taking into account the effective legal base and techno-

In 2009 the Republic of North Ossetia – Alania, Stavropolskiy

logical characteristics of the rail sector JSCo «Russian

and Primorskiy regions (krai) monetized the benefits.
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Investment projects planned
for realization

for flexible reaction to the amendments of socioeconomic
development scenarios for this country in general and
its strategically important freight-intensive regions.

The Investment Program of JSCo «Russian Railways»

The main directions of the Company's investment program

takes into account the main provisions of the Trans-

include the following:

port Strategy of the Russian Federation for the period

•

renovation and modernization of the main production
assets;

till 2020, the Strategy of Railway Development till 2030
and it complies with the structural reform program of

•

raising the capacity of major railways;

railway transport.

•

rehabilitation and development of the border railway
stations, development of railway approaches to the

Pursuant to the aforementioned documents, the Com-

current seaports and those under construction;

pany's development is focused on the achievement of
state objectives, establishment of incentives for Russia's

•

development of the high-speed passenger services;

accelerated economic growth and raising the efficiency

•

modernization and development of transport infrastructure.

of Company's operations. Consequently, objectives of
JSCo «Russian Railways» include the following:

Under the current financial and economic conditions the

•

improvement of transportation services and meeting

Company's investment budget for 2009 presumes initial

the growing demand therein;

expenses in the amount of RUB 252.4 billion, of which

provision of transportation services commensurate

RUB 45.6 billion on the projects related to preparation

with growing population mobility as a factor of

for the Winter Olympics in Sochi.

country's social development;

The investment budget includes three major sections:

strengthening of country's unified socioeconomic

stand-alone investment projects, renovation of the rolling

space on the basis of reliable and effective transport

stock and investment projects of operational units.

services;

Stand-alone Investment Projects is the main section

raising the profitability and the optimization of

which, amongst others, includes projects focused on

Company's costs with the simultaneous reduction

development and modernization of the infrastructure of

of aggregate transport expenses in the economy.

major railways as well as projects related to development

The established objectives are achieved through the

of the high-speed and ultra high-speed rail services of

increase of shipment volume, raising the efficiency of

JSCo «Russian Railways» for the period till 2020.

assets' use, in particular, the rolling stock, reduction of

The foregoing section also includes major projects for

operational expenses, growth of labor efficiency, further

the rehabilitation of constructional works, rehabilitation

development of the shipment management system on the

of the track structure and complex rehabilitation of

basis of IT technologies, introduction of the resource-

the railway track, projects for the establishment of

saving technologies, equipment of Russian railways with

automated shipment management systems, introduction

the new generation of rolling stock.

of energy-saving technologies and automated systems for

Taking into account the major provisions of the Transport

commercial accounting of power, control and accounting

Strategy of the Russian Federation as well as the Strategy

of passengers, broader introduction of the fixed-interval

of Railway Development till 2030, the investment program

commuter service, R&D, etc.

of JSCo «Russian Railways» was formed on the basis of

The investment budget and the draft investment program

the following priorities.

of JSCo «Russian Railways» for 2009–2011 includes the

•

Significance for the country. Projects, which are not

following:

only efficient for JSCo «Russian Railways» but also

•

•

•

•

aptation to electric traction of Karymskaya-Borzia

tem and the economy in general, were included in the

section (247 km) of Zabaikalskaya railway with the
spending cap of RUB 2.4 billion;

investment program on a priority basis.
•

Technological need. The investment program takes

•

continuation of the complex rehabilitation with adap-

into account the Company's need in the renovation

tation to electric traction of Mga-Gatchina-Weimarn-

of obsolete assets with a view to ensure technologi-

Ivangorod section and rail approaches to the ports

cal sustainability of Company's operations and trans-

on the southern shore of the Gulf of Finland with the
spending cap of RUB 4.9 billion;

portation safety.
•

continuation of the complex rehabilitation with ad-

produce multiplicative effect on the transport sys-

Economic efficiency. Projects with higher economic

•

construction with adaptation to electric traction of

efficiency were included into the investment program

Yava-Solikamsk section of Sverdlovskaya railway

on a priority basis.

bypassing the area of man-made disaster with the
spending cap of RUB 4.8billion;

Company's investment program is a complex portfolio of
investment projects with the approved budget estimates
and realization deadlines. The foregoing approach provides

•

continuation of the complex rehabilitation with adaptation to electric traction of Kotelnikovo-Tikhoret-
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•

Financing source: the Company's capital; the total

Kotelnikovo section of Privolzhskaya railway with the

cost in projected prices is, approximately, RUB 50.4
billion;

spending cap of RUB 6.8 billion;
•

•

continuation of work for organization of the high-speed

•

Ivangorod section and rail approaches to the ports

tion of Oktiabrskaya railway with the spending cap

on the southern shore of the Gulf of Finland with con-

of RUB 14.5 billion;

struction of Luzhskaya station. Financing source: the

continuation of work for organization of the high-

Company's capital; the total cost in projected prices

burg route of Oktiabrskaya railway and the beginning

is, approximately, RUB 69.4 billion;
•

Gavan section with construction of new Kuznetsovskiy

the spending cap of RUB 2.6 billion;

tunnel. Financing sources: the Company's capital

continuation of work for organization of the high-speed

and the Investment Fund of the Russian Federation;

passenger service along Moscow-Nizhni Novgorod

the total cost in projected prices is, approximately,

the spending cap of RUB 1.8 billion;

•

RUB 50.7 billion;

•

Development of railway infrastructure on the approaches of petroleum routes to Kozmino Bay. Fi-

Adler-Sochi Airport route of Severo-Kavkazskaya

nancing sources: the Company's capital and the

railway with the spending cap of RUB 0.8 billion;

federal budget; the total cost in projected prices is,

strengthening of the infrastructure of Tuapse-Adler

approximately, RUB 5.5 billion;
•

complex rehabilitation of Maxim Gorky-Kotelnikovo-

ing cap of RUB 3.6 billion;

Tikhoretskaya-Timoshevskaya-Krymskaya bypassing

construction of Adler-Alpika-Service alpine resort

Krasnodar rail junction. Financing source: the Com-

combined auto route and railway adapted to elec-

pany's capital; the total cost in projected prices is,

tric traction with the spending cap of RUB 40,000
•

•

organization of intermodal shipments along Sochi-

route of Severo-Kavkazskaya railway with the spend•

Rehabilitation of Komsomolsk-on-Amur-Sovetskaya

of commercial use of Velaro RUS trains in 2009 with

route of Moskovskaya and Gorkovskaya railways with
•

Complex rehabilitation of Mga-Gatchina-Weimarn-

passenger service at St. Petersburg-Buslovskaya sec-

speed passenger service along Moscow-St. Peters-

•

Development of Tobolsk-Surgut section (section I).

railway and complex rehabilitation of Maxim Gorky-

approximately, RUB 71.5 billion.

million;

The section on investment projects of operational units

establishment of freight yards to be used for con-

includes the renovation and development of Company's

struction of Olympic facilities with the spending cap

capital assets, the renovation of extrahazardous facilities

of RUB 1.2 billion;

and facilities fraught with environmental risk, antiterror-

rehabilitation of the railway terminals in Sochi and

ist measures, social development projects, restoration

their adaptation for use by the handicapped with the

of rail facilities in the Chechen Republic, etc.

spending cap of RUB 29.6 million.

The section on rolling stock renovation includes expenses for the acquisition and modernization of all types of

Major investment projects

the rolling stock.

Projects focused on mobilization of additional passenger

Besides, with a view to implement resolutions of the

traffic:

Government of the Russian Federation (namely, Reso-

•

Organization of the high-speed passenger service at

lution No. 443, dated 11 June 2008) Company's invest-

St. Petersburg-Buslovskaya section. Financing sources:

ment budget for 2009–2011 includes the expenses for

the Company's capital and the Investment Fund of

development of the railway infrastructure for the Winter

the Russian Federation; the total cost in projected

Olympics of 2014 in Sochi to the total amount of RUB

prices is, approximately, RUB 67.5 billion;

158.4 billion.

Organization of the high-speed passenger service along

Financing sources of the foregoing expenses include

Moscow-St. Petersburg route. Financing source: the

the additional earmarked indexation of railway freight

Company's capital; the total cost in projected prices

tariffs, contributions from the federal budget to the

is, approximately, RUB 26.1 billion;

charter capital of JSCo «Russian Railways» and the

Organization of the high-speed passenger service along

Company's capital.

Moscow-Nizhni Novgorod route. Financing source:

It is noteworthy that the mentioned deadlines for reali-

the Company's capital; the total cost in projected

zation of investment projects may be adjusted subject

prices is, approximately, RUB 15.9 billion.

to the availability of investment resources to JSCo «Rus-

•

•

Projects focused on mobilization of the prospective
freight traffic:
•

Petroleum transit to China (stage 2). Financing source:
the Company's capital; the total cost in projected
prices is, approximately, RUB 28.6 billion;

sian Railways».
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Reference

Abbreviations
USD – US dollars

For the most recent detailed information about the

Tkm – ton per kilometer

Company, please visit its website at www.rzd.ru

Passenger-km – passengers per kilometer

(information is available in Russian and English).
The website offers information on the profile and

Legal address and location of the head office:

performance results of JSCo «Russian Railways», the

2, Novaya Basmannaya Str., Moscow, 107174, Russia

latest information on events involving the Company, as
well as information on its business profile, social and

E-mail:

environmental policies.

portal@center.rzd

The For Investors section discloses the Company's financial
and operating results, as well as presentations for the

Information service:

investor community, and the Company's statements.

Telephone: +7 (495) 262-99-01

Published statements

JSCo «RUSSIAN RAILWAYS» HOTLINE:

The following statements are available at the Company's

8-800-200-67-67 (toll free from all regions of the Russian

website (www.rzd.ru) in e-format:

Federation).

1. The Company's operating statement;
2. Financial statements;

Corporate Finance Department

3. Quarterly financial statements;

of JSCo «Russian Railways» (investor relations)

4. Issuer report.

Telephone: +7 (495) 262-56-49
Fax: +7 (495) 262-89-41

The notions and definitions
used in the document:

Corporate Relations Department

The names and words JSCo «Russian Railways», Russian

of JSCo «Russian Railways»

Railways, JSCo RZD, RZD, the Company, the RZD Company,

(Russian Railways press service)

we and our used in this annual report are equivalent and

Telephone: +7 (495) 262-71-48

refer to JSCo «Russian Railways».

Fax: +7 (495) 262-84-09
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Appendices
Appendix 1. Balance Sheet (RUB thousand) as of 31 December 2008
Asset

At beginning
of reporting year

At end
of reporting year

Intangible assets (04, 05)

1 745 850

2 952 163

Costs related to science and research, experimental
and construction, and engineering work (04)

229 991

305 130

Fixed assets (01, 02)

2 574 936 734

2 685 101 293

Construction in progress (07, 08, 15, 16)

220 656 950

285 792 927

Income-bearing investments in tangible assets

2 724 362

5 366 949

Long-term financial investments (58, 59)

162 743 364

207 531 087

Deferred tax assets (09)

13 794 999

18 780 105

Other non current assets (58)

35 158 696

36 188 811

TOTAL for Section I

3 011 990 946

3 242 018 465

67 597 440

80 793 934

56 580 698

66 393 481

I. NON-CURRENT ASSETS

II. CURRENT ASSETS
Inventory,
including:
•

Raw materials, consumables and other similar assets (10, 14, 15, 16)

of them:
•

Fuel

5 599 882

6 160 196

•

Lubricants

920 263

1 187 904

•

Track materials

19 487 204

26 474 235

•

Spare parts for locomotive repair

3 884 816

4 954 260

•

Spare parts for freight car repair

2 499 462

3 035 695

•

Spare parts for passenger car repair

1 111 427

928 809

•

Rearers and fatteners (11)

15 401

4 852

•

 ork in progress-related costs (distribution costs)
W
(14, 20, 21, 23, 29, 44, 46)

1 299 644

2 774 755

•

Finished goods and goods for resale (14, 15, 16, 41, 43)

574 540

453 408

•

Dispatched goods (45)

799

—

•

Prepaid expenses (97)

9 120 290

11 167 438

•

Other inventory and costs

6 068

—

Appendices
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At beginning
of reporting year

At end
of reporting year

VAT on purchased assets (19)

10 650 525

10 347 166

Accounts receivable (where settlement is expected
in over 12 months after the reporting date),

20 306 956

21 884 237

875 288

588 762

44 277 502

78 285 714

6 457 924

11 636 881

Short-term financial investments (58, 59)

2 543 018

39 163 909

Cash,

3 515 326

25 094 458

including:
•

Trade receivables (62, 63, 76)

Accounts receivable (where settlement is expected
within 12 months after the reporting date)
including:
•

Trade receivables (62, 63, 76)

including:
•

Cash on hand (50)

20 167

21 731

•

Current accounts (51)

2 473 588

7 736 417

•

Currency accounts (52)

79 700

16 816 856

•

Other cash (50, 55, 57)

941 871

519 454

•

of them: Transfers in transit (57)

843 572

413 275

Other current assets (79, 94, 58)

10 275 984

7 586 014

TOTAL for section II

159 166 751

263 155 432

BALANCE SHEET

3 171 157 697

3 505 173 897
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Appendix 1 (continued). Balance Sheet (RUB thousand) as of 31 December 2008
Liabilities

At beginning
of reporting year

At end
of reporting year

1 541 697 819

1 583 197 819

Additional capital (83)

1 204 894 692

1 197 487 754

Reserve capital (82),

2 539 196

6 763 962

III. CAPITAL AND RESERVES
Charter capital (80)
Treasury shares (81)

including:
•

reserves established in accordance with legislation

—

—

•

Reserves created in accordance with charter documents

2 539 196

6 763 962

Retained earnings (loss) (84)

136 410 172

152 878 997

TOTAL for section III

2 885 541 879

2 940 328 532

Loans and borrowings (67)

41 382 110

132 750 267

Deferred tax liabilities (77)

38 111 281

52 903 243

Other non-current liabilities (67)

—

—

Restructured taxes and levies payable (68)

50 143

31 908

79 543 534

185 685 418

Loans and borrowings (66)

37 603 784

164 822 438

Accounts payable,

163 219 572

209 471 257

65 327 532

100 861 479

Dividends payable

—

—

Deferred income (98)

5 248 928

4 866 252

Reserves for future expenses (96)

—

—

Other current liabilities (79)

—

—

TOTAL for section V

206 072 284

379 159 947

BALANCE SHEET (sum of lines 490 + 590 + 690)

3 171 157 697

3 505 173 897

IV. NON-CURRENT LIABILITIES

Restructured payables to extra-budgetary funds (69)
TOTAL for section IV
V. CURRENT LIABILITIES

including:
•

Trade accounts payable (60, 76)
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Appendix 2. STATEMENT OF OFF-BALANCE-SHEET ITEMS, RUB thousand
Item description

At beginning
of reporting year

At end of reporting
yearAt end
of reporting year

Leased fixed assets (001)

189 729 088

132 632 484

•

including capital leases

93 719 388

89 526 934

•

Leased freight cars

33 178 229

30 331 809

By reference from Leased fixed assets
•

Leased land plots and natural resources

23 140 821

25 504 607

•

Land and natural resources used free of charge

480 919

390 180

Inventory items accepted into custody (002)

2 344 150

1 938 157

Consumables accepted for processing (003)

119 581

63 451

Goods accepted on commission (004)

207

4

Equipment accepted for installation (005)

68 357

13 139

Numbered forms (006)

194 854

238 764

Bad debt written off to losses (007)

19 937 920

16 207 567

Assets received as collateral for liabilities and payments (008)

4 463 942

21 611 439

Assets pledged as collateral for liabilities and payments (009)

12 419

4 402 312

Depreciation of housing assets (010)

584 411

685 049

Depreciation of land improvements and other similar assets

122 904

167 546

Leased out fixed assets (011)

65 333

487 326

Use rights obtained for intellectual property (012)

5 997 321

6 434 338

Fixed assets of no more than RUB 1,000 per unit put
into operation before 1 January 2006 (013)

9 252 172

8 114 892

Property with useful life not exceeding 12 months put
into operation (014)

4 019 123

4 349 290

Completed stages of capital repairs of track
and engineering structures (015)

35 289

Housing assets without title (016)

94 532

90 986

Encumbered housing and utility assets held by JSCo «RZD» (017)

1 221 190

916 220

Costs related to transportation of internal freights
and cargo luggage (018)

3 875 137

5 655 957

Assets on the territory of Kazakhstan and Ukraine (019)

2 076 771

2 074 287

Assets with useful life exceeding 12 months recorded
as inventory put into operation (020)

6 955 292

10 718 907

Real property lacking ground for registering JSCo «RZD» title,
identified upon stocktaking (021)

594 525

1 505 863

166

Annual Report JSCo «RZD»
2008

Appendix 3. Profit and loss statement (RUB thousand) for January–December 2008
Indicator

For the reporting
period

For comparative
period of
previous year

Income and expenses related to ordinary activities
Revenue (net of value added tax, excise duties
and similar obligatory charges)

1 101 710 458

975 590 231

•

including: Freight transportation

847 037 159

754 947 008

•

Long-distance passenger transportation

130 730 157

109 356 507

•

Suburban passenger transportation

19 676 019

20 076 997

•

Infrastructure services

6 442 599

2 816 736

•

Locomotive hauling services

10 581 458

3 153 465

•

Rolling stock repairs

19 926 487

11 961 052

•

Construction of infrastructure facilities

287 266

2 901 652

•

Research and development and experimental and construction work

103 759

157 504

•

Social services

5 900 229

2 942 730

•

Other types of activities

61 025 325

67 276 580

Cost of sales

1 035 246 955

895 361 302

•

including: Freight transportation

722 685 769

639 413 303

•

Long-distance passenger transportation

162 413 036

132 150 410

•

Suburban passenger transportation

54 501 886

47 802 469

•

Infrastructure services

4 698 505

2 321 592

•

Locomotive hauling services

7 838 118

2 890 611

•

Rolling stock repairs

17 614 419

9 750 849

•

Construction of infrastructure facilities

267 149

2 725 517

•

Research and development and experimental and construction work

91 859

110 162

•

Social services

13 618 675

6 117 033

•

Other types of activities

51 518 463

52 079 356

Gross profit

66 463 503

80 228 929

Selling expenses

71 987

3 643 554

Administrative expenses

—

—

Profit (loss) from operations

66 391 516

76 585 375

•

including: Freight transportation

124 351 390

115 533 705

•

Long-distance passenger transportation

–31 682 879

–22 793 903

•

Profit from suburban passenger transportation

–34 825 867

–27 725 472
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Appendix 3 (continued). Profit and loss statement (RUB thousand) for January–December 2008
Indicator

For the reporting
period

For comparative
period of
previous year

•

Infrastructure services

1 744 094

495 144

•

Locomotive hauling services

2 743 340

262 854

•

Rolling stock repairs

2 312 068

2 210 203

•

Construction of infrastructure facilities

20 117

176 135

•

 esearch and development and experimental
R
and construction work

11 900

47 342

•

Social services

–7 718 446

–3 174 303

•

Other types of activities

9 435 799

11 553 670

Interest receivable

1 128 149

1 579 128

Interest payable

(10 739 271)

(3 816 959)

Income from equity participation

1 164 346

372 693

Other income

214 290 558

147 840 864

Other expenses

(217 460 438)

(93 604 296)

Profit (loss) before taxation

54 774 860

128 956 805

Deferred tax assets

5 344 512

2 855 540

Deferred tax liabilities

(15 146 255)

(12 783 524)

Current profit tax

(30 433 540)

(34 962 139)

Profit tax for previous periods

(1 807 211)

(934 722)

Unified tax on imputed income for previous
periods (unified tax on imputed income)

(–162)

(92 200)

Deferred tax assets written off to the profit and loss account

(359 406)

(1 165 665)

Deferred tax assets written off to the profit and loss account

354 292

568 745

Expenses on penalty payments to the budget

(–680 327)

(139 762)

Expenses on social security penalty payments

(7 402)

(–2 192 244)

Profit (loss) after tax

13 400 339

84 495 322

BY REFEFENCE Permanent tax liabilities (assets)

27 406 011

14 152 312

Basic earnings (loss) per share:

8.67

55.00

Diluted earnings (losss) per share

0

0

Other income and expenses
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Appendix 4. ANALYSIS OF SPECIFIC GAINS AND LOSSES (RUB thousand)
For reporting period

For comparative period
of previous period

profit

loss

profit

loss

Fines, penalties, punitive damages recognized
or imposed by a court (arbitration court) ruling

6 609 582

(594 060)

6 538 736

(449 870)

Profit (loss) brought forward

13 607 421

(9 710 981)

8 222 204

(7 445 076)

Reimbursement of damages caused by nonfulfillment or improper fulfillment of obligations

289 544

(234 661)

281 045

(124 701)

Exchange gains/losses from foreign
currency transactions

3 933 111

(25 526 673)

2 078 376

(903 341)

Deductions to valuation reserves

X

(8 648 849)

X

(10 181 539)

Accounts receivable and accounts payable written
off upon expiration of the recovery period

449 621

(322 331)

1 269 929

(208 111)

Appendix 5. Statement of cash flows (RUB thousand) for January–December 2008

Description

For reporting
period

For comparative
period
of previous year

BALANCE OF CASH AT BEGINNING OF YEAR

3 505 856

7 160 941

Cash proceeds received from customers

1 263 550 758

1 152 475 984

Budget allocation

21 734 384

10 176 172

Other earnings

332 277 521

368 850 120

Cash disbursements for:

(1 401 484 689)

(1 288 847 267)

•

Payment of goods, work, services, raw materials and other assets

(628 002 174)

(514 445 421)

•

Payroll

(263 500 627)

(215 769 541)

•

Payment of dividends and interest

(9 717 985)

(3 846 046)

•

Payment of taxes and levies

(177 960 290)

(158 347 148)

•

Payments of other expenses

(322 303 613)

(396 439 111)

•

Intercompany transfers:

Cash flows from operating activities

Intercompany transfers
including:
•

within JSCo «RZD»

•

with branch offices

•

within a branch office

•

within a department (directorate)
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Appendix 5 (continued). Statement of cash flows (RUB thousand) for January–December 2008
Description

For reporting
period

For comparative
period
of previous year

216 077 974

242 655 009

Proceeds from the sale of fixed assets and other non-current
assets apart from securities and other financial investments

4 266 931

552 135

Proceeds from the sale of securities and other financial investments

8 026 355

3 703 359

Dividends received

1 158 505

372 686

Interest received

791 870

1 690 365

Proceeds from the repayment of loans provided
to other entities (including deposits)

149 131

—

Purchase of subsidiary entities

(1 885 668)

(3 511 521)

Purchase of fixed assets, income-bearing investments
in tangible assets and intangible assets

(363 160 176)

(237 454 231)

Purchase of securities and other financial investments

(173 162)

—

Loans provided to other entities (including deposits)

(39 546 733)

(239 744)

Net cash flows from investing activities

(390 372 947)

(234 886 951)

Proceeds from the issue of shares and other equity securities

24 575 000

2 855

Proceeds from loans and borrowings provided by other entities

508 736 761

33 402 933

Repayment of the principal amount of loans and borrowings
(net of interest)

(314 508 226)

(14 000 000)

Repayment of financial lease obligations

(22 930 199)

(30 828 931)

Purchase of treasury shares

—

—

Net cash from financing activities

195 873 336

(11 423 143)

Net increase (decrease) in cash and cash equivalents

21 578 363

(3 655 085)

BALANCE OF CASH AS OF THE END OF THE REPORTING PERIOD

25 084 219

3 505 856

Effect of changes in the exchange rate of foreign currency to the ruble

1 120 390

(27 417)

including:
•

with JSCo «RZD» itself

•

with branch offices

•

within a branch office

•

within a departnment (directorate)

Net cash flows from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

For reference:
Financial documents
•

at the beginning of the year

9 470

13 031

•

at the end of the reporting period

10 239

9 470
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Appendix 6. Statement of changes in capital (RUB thousand) for January–December 2008
Description

Charter
capital

Additional
capital

Reserve
capital

Retained
earnings (loss)

Total

Balance at 31 December 2006

1 535 700 000

651 408 116

1 218 696

51 442 306

2 239 769 118

Changes in accounting policies

X

X

X

—

—

Changes in accounting regulations

X

X

X

21 399

21 399

Result from fixed asset revaluation

X

256 612 792

X

(466 205)

256 146 587

Balance as of 1 January 2007

1 535 700 000

908 020 908

1 218 696

50 997 500

2 495 937 104

Difference arising from foreign
currency translation

X

—

X

X

—

Net profit (loss)

X

X

X

84 495 322

84 495 322

Dividends

X

X

X

(1 051 300)

(1 051 300)

Deductions to the reserve fund

X

X

1 320 500

(1 320 500)

—

Allocated to compensate losses

X

X

—

—

—

Repayment of JSCo bonds

X

X

—

X

—

Increase in capital through:

5 997 819

572 553

X

3 316 503

9 886 875

•

Additional issue of shares

5 997 819

X

X

X

5 997 819

•

Increase in the par value of shares

—

X

X

X

—

•

Reorganization of the legal entity

—

X

X

—

—

•

Other proceeds

X

572 553

X

3 316 503

3 889 056

—

(3 511 845)

X

—

(3 511 845)

2007

Decrease in capital through:
•

Decrease in the par value of shares —

X

X

X

—

•

Decrease in the number of shares

—

X

X

X

—

•

Reorganization of the legal entity

—

X

X

—

—

•

Other disposals

X

3 511 845

X

—

3 511 845
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Appendix 6 (continued). Statement of changes in capital (RUB thousand) for January–December 2008
Description

Charter
capital

Additional
capital

Reserve
capital

Retained
earnings (loss)

Total

Balance as of 31 December 2007

1 541 697 819

905 081 616

2 539 196

136 437 525

2 585 756 156

Changes in accounting policies

X

X

X

—

—

Changes in accounting regulations

X

X

X

—

—

Result from fixed asset revaluation

X

299 813 076

X

(27 353)

299 785 723

Balance as of 1 January 2008

1 541 697 819

1 204 894 692

2 539 196

136 410 172

2 885 541 879

Difference arising from foreign
currency translation

X

—

X

X

—

Net profit (loss)

X

X

X

13 400 339

13 400 339

Dividends

X

X

X

(512 200)

(512 200)

Deductions to the reserve fund

X

X

4 224 766

(4 224 766)

—

Allocated to compensate losses

X

X

—

—

—

Repayment of JSCo bonds

X

X

—

X

—

Increase in capital through:

41 500 000

1 133 974

X

7 805 452

50 439 426

•

Additional issue of shares

41 500 000

X

X

X

41 500 000

•

Increase in the par value of shares

—

X

X

X

—

•

Reorganization of the legal entity

—

X

X

•

Other proceeds

Х

1 133 974

X

7 805 452

8 939 426

Decrease in capital through:

(8 540 912)

X

—

(8 540 912)

•

Decrease in the par value of shares —

X

X

X

—

•

Decrease in the number of shares

—

X

X

X

—

•

Reorganization of the legal entity

—

X

X

—

—

•

Other disposals

X

(8 540 912)

X

—

(8 540 912)

1 583 197 819

1 197 487 754

6 763 962

152 878 997

2 940 328 532

2008

Balance as of 31 December 2008
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Appendix 6 (continued). Statement of changes in capital (RUB thousand) for January–December 2008

II. RESERVES
Description

Opening
balance

Reserved

Used

Closing
balance

Provisions established in accordance
with legislation
Reserve capital
2007

—

—

—

—

2008

—

—

—

—

2007

1 218 696

1 320 500

X

2 539 196

2008

2 539 196

4 224 766

X

6 763 962

2007

7 012 330

10 181 539

(7 041 786)

10 152 083

2008

10 152 083

427 667

(10 133 116)

446 634

2007

6 958 584

10 180 927

(7 009 756)

10 129 755

2008

10 129 755

377 766

(10 132 533)

374 988

2007

X

X

(6 709 216)

X

2008

X

X

(9 872 716)

X

2007

53 746

612

(32 030)

22 328

2008

22 328

49 901

(583)

71 646

2007

X

X

(32 030)

X

2008

X

X

(583)

X

2007

X

X

X

X

2008

X

X

X

X

2007

X

X

X

X

2008

X

X

X

X

2007

X

X

X

X

2008

X

X

X

X

Reserves established in accordance
with the charter documents

Valuation reserves
Total

including:
Provisions for doubtful debts

of them: Included in the financial results

Provisions for impairment of investments in securities

of them: Included in the financial results

Provisions for impairment of tangible assets

of them: Included in the financial results

Provisions for contingent liabilities
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Appendix 7. SUPPLEMENT TO BALANCE SHEET for JanuaryºDecember 2008 RUB thousand
Description

INTANGIBLE ASSETS
Opening
balance

Received

Disposed

Closing
balance

2 361 079

2 063 231

(43 410)

4 380 900

including:
• held by the owner of patent for an invention,
industrial sample, useful model

7 943

114 527

(264)

122 206

•

 eld by the owner of right to computer
h
programs, databases, etc.

2 352 773

1 943 026

(43 101)

4 252 698

•

 eld by the owner of right to integral
h
circuity topology

—

—

—

—

•

 eld by the owner of trade and service marks,
h
name of commodity place of origin

363

5 678

(45)

5 996

•

 eld by the owner of patent for selection
h
achievements

—

—

—

—

Organizational expenses

—

—

—

—

Goodwill

—

—

—

—

Amortization of intangible assets

615 229

823 279

(9 771)

1 428 737

Intellectual property
(exclusive intellectual property rights)

Description

FIXED ASSETS
Opening
balance

Received

Disposed

Closing
balance

Buildings

388 167 813

15 260 656

(13 029 075)

390 399 394

Constructions and transfer devices

2 049 968 691

132 601 274

(23 639 140)

2 158 930 825

Machinery and equipment

382 053 454

89 005 200

(12 823 284)

458 235 370

Transport vehicles

462 385 535

101 095 892

(13 924 366)

549 557 061

Production equipment and tools

6 431 008

1 423 790

(553 920)

7 300 878

Draught cattle

70

(16)

54

Productive livestock

4 778

1 414

(5 229)

963

Perennial plantings

202 970

28 298

(2 057)

229 211

Other fixed assets

352 658

178 087

(115 156)

415 589

Land plots and natural objects

4 106 315

958 366

(726028)

4 338 653

3 293 673 292

340 552 977

(64 818 271)

35 69 407 998

Capital investments related to land reclamation
TOTAL
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Appendix 7 (continued). SUPPLEMENT TO BALANCE SHEET for January–December 2008 RUB thousand
Description

Opening balance

Closing balance

Depreciation of fixed assets, total

718 736 558

884 306 705

including: Buildings and structures

402 760 674

492 632 675

Machinery, equipment and transport vehicles

312 526 837

387 256 482

Other

3 449 047

4 417 548

Fixed assets leased out, total

21 863 755

39 503 867

including: Buildings

5 822 573

4 787 767

Constructions

10 072 295

14 226 070

Other

5 968 887

20 490 030

Fixed assets mothballed

8 402 449

15 690 242

Fixed assets leased, total

189 248 169

132 242 304

including: Buildings

1 202 957

1 187 360

Constructions

102 061

101 819

Other

187 943 151

130 953 125

By reference
Result from fixed asset revaluation
Historical (replacement) cost

376 395 215

308 213 871

Depreciation

76 609 492

52 067 293

Change in cost of fixed assets as a result of additional
construction, equipping, reconstruction, partial liquidation

52 757 842

114 071 623

Opening
balance

Received

Disposed

Closing
balance

Assets for lease

—

—

—

Assets provided under lease

—

—

—

Other

2754 752

2 779 227

(60 813)

5 473 166

TOTAL

2754 752

2 779 227

(60 813)

5 473 166

Amortization of income-bearing
investments in tangible assets

30 390

80 657

(4 830)

106 217

ENGINEERING WORK
Description
Total

Opening
balance

Received

229 991

433 176

Disposed

Closing
balance

(358 037)

305 130

By reference

Opening
balance

Closing
balance

Total expenses related to research
and development, experimental and design,
and engineering works in progress

3 923 571

4 619 976

For reporting
period

For
comparative
period of
previous year

2 417

174 073

Total expenses related to research and development,
experimental and design, and engineering works in progress
with no posititve result recognized as other expenses
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Appendix 7 (continued). SUPPLEMENT TO BALANCE SHEET for January–December 2008 RUB thousand
FINANCIAL INVESTMENTS
Long-term

Short-term

Description

Opening
balance

Closing
balance

Opening
balance

Closing
balance

Investments in the equity of other companies, total

152 513 043

194 694 883

—

—

including: Investments in subsidiaries
and associated companies

152 269 656

194 430 242

—

—

Investments in Government and municipal securities

12 726

—

—

Corporate securities, total

200 369

149 356

—

—

including: Debt securities (bonds, notes)

200 369

149 356

—

—

Loans granted

5 283 129

8 260 652

139 849

9 305

Deposits

4 440 000

4 130 000

2 403 169

39 140 000

Other

294 097

296 196

TOTAL

162 743 364

207 531 087

2 543 018

39 163 909

Assets in operational management

35 158 696

36 188 811

588 807

456 001

Of them financial investments with
current market value:

—

—

—

—

Investments in the equity of other companies, total

—

—

—

—

including: Investments in subsidiaries
and associated companies

—

—

—

—

Investments in Government and municipal securities

—

—

—

—

Corporate securities, total

—

—

—

—

including: Debt securities (bonds, notes)

—

—

—

—

Other

—

—

—

—

TOTAL:

—

—

—

—

By reference

—

—

—

—

As related to financial investments with
current market value after adjustment

—

—

—

—

As related to debt securities, the difference
between cost and par value was recorded
as financial result for the reporting period

—

—

—

—

14 604
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Appendix 7 (continued). SUPPLEMENT TO BALANCE SHEET for January–December 2008 RUB thousand
ACCOUNTS RECEIVABLE AND ACCOUNTS PAYABLE
Description

Opening balance

Closing balance

Total

of which:
overdue

Total

of which:
overdue

1. Trade accounts receivable, total

7 333 212

694 555

12 225 643

1 021 953

1.1. Sale of inventory

641 492

20 773

3 232 043

62 144

1.2. Work performed and services rendered

3 053 099

507 053

5 440 548

776 666

1.3. Goods sold and finished products

499 380

22 530

342 587

68 559

1.4. Receivables for power supplied to subscribers

281 398

108 980

198 448

48 324

1.5. Other

2 857 843

35 219

3012 017

66 260

2. Notes receivable

57 376

300

57 376

300

3. Settlements on claim

642 225

305 746

646 619

237 488

4. Taxes, levies and charges overpaid

7 295 516

X

10 351 806

X

from Line 1090:
Income tax

92 062

X

2 001 146

X

VAT

6 220 457

X

7 445 687

X

including from Line 1090:
Overpaid restructuring fees

12 690

Х

12 346

Х

5. Advances issued

22 660 941

371 583

25 484 491

286 155

including: Capital expenditures

4 455 264

182 379

9 248 412

117 616

6. P
 ayroll receivables
and other accountable advances

327 967

X

318 932

X

7. Other accounts receivable

21 026 530

249 385

30 201 828

249 227

TOTAL

59 343 767

1 621 569

79 286 695

1 795 123

In addition: Transportation, of which:

5 240 691

359 562

20 883 256

147 004

•

related to security agencies

1 485 621

—

1 761 846

—

•

 elated to travel privileges for veterans
r
of the Great Patriotic War, etc.

1 052 934

11 233

899 035

11 229

•

 elated to suburban and long-distance travel
r
privileges funded by the Federal Health Care
Agency and the Social Security Fund

700 009

X

12 717 408

X

64 584 458

1 981 131

100 169 951

1 942 127

65 327 532

866 030

100 861 479

1 570 026

1.2. Track materials

1 260 319

10 317

4 252 792

79 428

1.3. Raw materials, supplies and spare parts

12 937 871

565 660

15 875 016

880 266

1.4. Fuel

3 771 343

5 122

2 959 109

2 288

1.5. Payables for power supplied by suppliers

405 577

399

285 681

416

1.6. Construction work performed

15 163 313

74 140

38 249 432

95 090

Accounts receivable

including:
Formalized tickets not supported by cash report

TOTAL accounts receivable
Accounts payable
1. Trade accounts payable, total
1.1. Trade accounts payable related
to unbilled deliveries
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Appendix 7 (continued). SUPPLEMENT TO BALANCE SHEET for January–December 2008 RUB thousand
ACCOUNTS RECEIVABLE AND ACCOUNTS PAYABLE
Description

Opening balance

Closing balance

Total

of which:
overdue

Total

of which:
overdue

1.7. Repair work performed

9 119 063

54 315

10 250 255

267 690

including rolling stock repairs

1 755 815

5 827

1 532 994

31 971

1.8. Purchase of fixed assets

6 345 594

17 180

12 962 689

26 755

including rolling stock

1 996 763

1.9. Work performed and services rendered

15 016 530

131 800

15 042 737

209 961

1.10. Goods purchased and finished products

242 377

2 088

301 976

6 237

1.11. Other

1 065 545

5 009

681 792

1 895

2. Payroll and other employee accounts payable

11 626 061

2466

14 653 249

1 239

3. Social security payables

4 349 656

X

4 520 429

X

4. Taxes and levies payable, total

7 665 379

X

X

8 814 790

5. Local administration funds

X

X

X

6. Notes payable

X

X

X

X

7. Advances received

3 541 830

31 533

17 587 339

20 491

8. Other payables

15 425 198

103 218

22 574 229

72 912

TOTAL

107 935 656

1 003 247

169 011 515

1 664 668

In addition: Advances received for
transportation services

55 283 916

X

40 459 742

X

of them: releated to suburban and long-distance
travel privileges funded by the Federal Health
Care Agency and the Social Security Fund

X

X

X

X

TOTAL accounts payable

163 219 572

1 003 247

209 471 257

1 664 668

7 770 593

COLLATERALS
Description

Opening balance

Closing balance

Received, total

4 463 942

21 611 439

including: Notes

572 987

239 127

Assets pledged as collateral

—

—

of them: Fixed asset

—

—

Securities and other financial investments

—

—

Inventories

—

—

Other

—

—

Granted, total

12 419

4 402 312

including: Notes

—

—

Assets pledged as collateral

—

—

of them: Fixed asset

—

—

Securities and other financial investments

—

—

Inventories

—

—

Other

—

—
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Appendix 7 (continued). SUPPLEMENT TO BALANCE SHEET for January–December 2008 RUB thousand
EXPENSES ON ORDINARY ACTIVITIES
(BY COST ITEM)
For reporting year

For comparative period
of previous year

364 013 399

328 351 331

Electricity

66 336 089

56 609 505

Fuel

72 014 118

50 509 591

Materials

116 790 874

114 872 194

Other material costs

108 872 318

106 360 041

Payroll

314 386 561

260 707 231

Social contributions

69 945 265

60 133 074

Depreciation

177 566 223

158 951 573

Other costs

102 197 097

79 878 038

TOTAL by cost item

1 028 108 545

888 021 247

Work in progress

1 475 111

(246 299)

Deferred expenses

2 047 148

2 396 241

Description

For reporting year

For comparative period
of previous year

Buget funds received in the reporting year

21 763 190

13 297 982

Description

Balance
at beginning
of year

Received

Repaid

Balance
at end of year

Long-term loans

11 920 584

60 529 168

(6 094 112)

66 355 640

including overdue

—

—

—

—

Long-term borrowings

29 461 526

52 707 521

(15 774 420)

66 394 627

including overdue

—

—

—

—

Restructured taxes and levies payable

37 521

(4 254)

(13 706)

19 561

Restructured payables to extra-budgetary funds

(–68)

68

—

—

Short-term loans

37 570 552

431 504 845

(318 573 658)

150 501 739

including overdue

—

—

—

—

Short-term borrowings

33 232

14 666 251

(378 784)

14 320 699

Material costs
of them:

Change in balances (increase [+], decrease [–] ):

Provision for future expenses
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Appendix 8. JSCo «Russian Railways» 2008 performance indicators
Indicator

UOM

Handling

mln tons

1344.2

1303.7

97%

including average daily tonnage

th ton

3682.8

3562.1

97%

Combined turnover

bln ton-km

2486.7

2599.6

105%

Freight turnover

bln ton-km

2312.6

2423.8

105%

including: without cars of other owners
and empty-run leased cars

bln ton-km

2090.3

2116.2

101%

third party-owned cars and empty-run leased cars

bln ton-km

222.3

307.5

138%

Passenger turnover, including:

bln
passenger-km

174.1

175.9

101%

Long-distance passenger turnover

bln
passenger-km

128.1

129.1

101%

Suburban passenger turnover

bln
passenger-km

46

46.7

102%

Service speed of freight trains

km/h

40.3

40.6

101%

Operating speed

km/h

48.9

49.1

100%

0.824

0.827

100%

Service speed ratio
Empty-run of a freight car at one engineering structure

h

2007

2008

%% of 2007
indicator

5.26

5.27

100%

Empty-run of a freight car for one freight handling operation h

28.02

25.76

92%

Average daily productivity of a freight locomotive

th ton-km
gross

1710

1736

102%

Average daily locomotive run

km

568

566

100%

Average weight of a freight train

ton

3778

3815

101%

Freight car turnover

day

7.7

7.59

99%

Passengers carried, including

mln people

1281.943

1295.567

101%

Long-distance passengers

mln people

136.649

135.663

99%

Suburban passengers

mln people

1145.299

1159.903

101%

HUMAN RESOURCES

X

Х

Х

The staffing level for primary occupations (railway
network, the Federal Passenger Directorate, the Central
Directorate for Car Repairs, Data-Processing Centre,
Refservis, the Management Office for Railway Stations,
the Central Communications Center), including:

th people

1125

1106.2

98%

Transportation

th people

1015.8

977.8

96%

Other sales

th people

109.2

128.4

118%

By structural subdivisions of the railway network, including

Х

Х

Х

—

Locomotive current repairs

th people

40.322

40.294

100%

Locomotive crews

th people

111.355

115.279

104%

Catenary system electricians

th people

10.006

9.92

99%

Technical maintenance and current repairs of freight cars

th people

40.663

40.515

100%

Staff engaged in forming trains

th people

27.257

27.547

101%

Current maintenance of tracks (including
simultaneous replacement of track components)

th people

103.669

102.959

99%

Electricians servicing the signals and interlocking facilities

th people

22.441

22.272

99%

Staff engaged in acceptance/delivery of cargoes and luggage th people

12.853

13.738

107%

Unproductive expenses related to railway network, including Х

Х

Х

—

Overtime

th h

13641.5

10875.7

80%

Average salary for core activities (related to railway
network, the Federal Passenger Directorate, the
Central Directorate for Car Repairs, Data-Processing
Centre, Refservis, the Management Office for Railway
Stations, the Central Communications Center)

RUB

16908

21506

127%
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Appendix 8 (continued). JSCo «Russian Railways» 2008 performance indicators

Indicator

UOM

2007

2008

%% of 2007
indicator

including transportation

RUB

17324

21992

127%

Growth in average real wages as related to transportation
(railway network, the Federal Passenger Directorate, the
Central Directorate for Car Repairs, Data-Processing
Centre, Refservis, the Management Office for Railway
Stations, the Central Communications Center)

%

—

111.3

—

Labor productivity as related to transportation (railway
network, the Federal Passenger Directorate, the
Central Directorate for Car Repairs, Data-Processing
Centre, Refservis, the Management Office for Railway
Stations, the Central Communications Center)

th virtual tonkm/people

2611

2823

108%

REVENUE FROM CORE BUSINESS ACTIVITIES

RUB bln

975.6

1 101.70

113%

Revenue from transportation

RUB bln

884.4

1 014.40

115%

Revenue from freight transportation

RUB bln

754.9

847

112%

Revenue from infrastructure services

RUB bln

—

6.4

—

Revenue from locomotive hauling services

RUB bln

—

10.6

—

Revenue from passenger transportation

RUB bln

129.4

150.4

116%

Long-distance, RUB mln

RUB bln

109.4

130.7

120%

RUB bln

20.1

19.7

98%

Revenue from other types of activities

RUB bln

91.2

87.2

96%

REVENUE FROM CORE BUSINESS ACTIVITIES

RUB bln

895.4

1 035.20

116%

Transportation expenses

RUB bln

819.4

952.1

116%

Payroll

RUB bln

238

289.4

122%

Social contributions

RUB bln

55

64.2

117%

Material costs, of them:

RUB bln

299.5

333

111%

Fuel

RUB bln

48.5

69.7

144%

Electricity

RUB bln

53.7

63.7

119%

Materials

RUB bln

103.5

104.2

101%

Other material costs

RUB bln

93.8

95.4

102%

Other expenses

RUB bln

75.5

96.5

128%

Depreciation

RUB bln

151.4

169

112%

Transportation cost

kop. per 10
virtual km

329.5

366.26

111%

Transportation cost (less depreciation)

kop. per 10
virtual km

268.61

301.27

112%

Specific energy consumption for hauling operations

kWh per 10
th km, br

116.4

115.4

99%

Specific diesel fuel consumption for hauling operations

kgCE per 10 th 67
ton-km gross

66.9

100%

SALES PROFIT (LOSS), including:

RUB bln

76.6

66.4

87%

Transportation

RUB bln

65

62.3

96%

Profit from other sales

RUB bln

11.6

4.1

35%

RESULT FROM OTHER INCOME AND EXPENSES

RUB bln

52.4

-11.6

–22%

PROFIT (LOSS) BEFORE TAXATION

RUB bln

129

54.8

42%

Income tax and other similar liabilities

RUB bln

44.5

41.4

93%

NET PROFIT

RUB bln

84.5

13.4

16%

COLLECTED REVENUE, total, including:

RUB bln

1023.7

1115.6

109%

From freight transportation

RUB bln

865.8

943.9

109%

Passenger transportation

RUB bln

157.9

171.6

109%

Suburban, RUB mln
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Appendix 9. Companies in whose charter capital JSCo «Russian Railways»
has an interest of at least 50% (Subsidiaries)
Company

Location

Field
of activity

JSCo
«RZD»'s
share, %

Charter
capital
(RUB mln)

Invested
Received/
by JSCo
Disposed
«RZD» as
(RUB mln)
of 1 January
2008
(RUB mln)

CJSCo South Caucasus Railway

Yerevan

Manufacturing

100

6800000
0
арм. драм

550.6

550.6

JSCo First Freight Company

Moscow

Transport 100

85 652.4

85 652.4

0

85 652.4

JSCo Zheldoremmash

Moscow

Manufacturing

100

15 162.8

0

15 162.8

15 162.8

JSCo Roszheldorstroi

Moscow

Construction

100

9 933.2

10 162.7

–229.5

9 933.2

JSCo Railway Trade Company

Moscow

Commerce 100

8 077.3

8 077.3

0

8 077.3

JSCo First Non-Metallic
Company

Moscow

Manufacturing

100

6 268.9

0

6 268.9

6 268.9

JSCo Vagonremmash

Moscow

Manufacturing

100

4 073.7

0

4 073.7

4 073.7

JSCo BetElTrans

Moscow

Manufacturing

100

3 769.7

0

3 769.7

3 769.7

JSCo Refservis

Moscow

Manufacturing

100

3 491.5

3 491.5

0

3 491.5

JSCo All-Russian Railway
Research Institute

Moscow

Science

100

3 191.5

3 191.5

0

3 191.5

JSCo Elteza

Moscow

Manufacturing

100

2 368.9

2 368.9

0

2 368.9

JSCo Kaluga Plant (Remputmash)

Kaluga

Manufacturing

100

2 330.6

2 330.6

0

2 330.6

JSCo Arena-2000*

Yaroslavl

Sport

100

2 101.2

2 100.1

–28.4

2 071.7

JSCo TransWoodService

Moscow

Manufacturing

100

1 944.9

0

1 944.9

1 944.9

JSCo Krasnoyarsk EVRZ

Krasnoyarsk

Manufacturing

100

1 430.5

1 430.5

0

1 430.5

JSCo Roszheldorproekt

Moscow

Scientific 100
production

1 366.5

1 366.5

0

1 366.5

Vladikavkaz VRZ

Vladikavkaz

Manufacturing

100

1 173.0

1 173.0

0

1 173.0

JSCo Moscow LRZ

Moscow

Manufacturing

100

946.6

946.6

0

946.6

JSCo Roslavl Railcar Repair
Plant

Roslavl

Manufacturing

100

870.8

870.8

0

870.8

JSCo Barnaul Railcar Repair
Plant

Barnaul

Manufacturing

100

868.7

868.7

0

868.7

JSCo Vologda VRZ

Vologda

Manufacturing

100

727.1

727.1

0

727.1

JSCo Krasny Put Moscow
Machine Plant

Moscow

Manufacturing

100

562.5

562.5

0

562.5

JSCo Saransk Railcar Repair
Plant

Saransk

Manufacturing

100

518.5

518.5

0

518.5

CJSCo Zheldoripoteka

Moscow

Construc- 100
tion, realty

500.0

499.9

0

499.9

* – impairment provision created

Invested
by JSCo
«RZD» as of
31 December
2008
(RUB mln)
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Appendix 9 (continued). Companies in whose charter capital JSCo «Russian Railways»
has an interest of at least 50% (Subsidiaries)
Company

Location

Field
of activity

JSCo
«RZD»'s
share, %

Charter
capital
(RUB mln)

Invested
Received/
by JSCo
Disposed
«RZD» as
(RUB mln)
of 1 January
2008
(RUB mln)

Invested
by JSCo
«RZD» as of
31 December
2008
(RUB mln)

JSCo Metalworker-Remputmash
Experimental Plant

Kaliningrad

Manufacturing

100

480.8

480.8

0

480.8

JSCo Sverdlov Rail Repair and
Engineering Plant (Remputmash)

Yekaterinburg Manufacturing

100

419.1

419.1

0

419.1

JSCo Perm Motor Railcar
Repair Plant (Remputmash)

Perm

Manufacturing

100

410.8

410.8

0

410.8

JSCo Roslav Railcar Repair Plant

Yaroslavl

Manufacturing

100

385.3

385.3

0

385.3

JSCo Petukhovo LMZ

Petukhovsk

Manufacturing

100

285.5

285.5

1

285.5

JSCo Vereschagino Plant
(Remputmash)

Vereschagino

Manufacturing

100

259.8

259.8

0

259.8

Ishim Engineering Plant

Ishim

Manufacturing

100

216.2

0

216.2

216.2

JSCo Novosibirsk Switch Plant

Novosibirsk

Manufacturing

100

195.1

0

1 950.2

1 950.2

JSCo Abdulino Plant
(Remputmash)

Abdulino

Manufacturing

100

161.7

161.7

0

161.7

JSCo All-Russian Rolling Stock
Research and Design Institute

Moscow

Scientific 100
production

147.0

147.0

0

147.0

JSCo Alatyr MZ

Alatyr

Manufacturing

100

104.7

104.7

0

104.7

JSCo Orenburg Track Repair Plant (Remputmash)

Orenburg

Manufacturing

100

48.8

48.8

0

48.8

JSCo Gudok Newspaper

Moscow

Social

100

47.9

50.0

0

50.0

JSCo Railway Technology, Control Omsk
and Diagnostics Research Institute

Scientific 100
production

36.0

36.0

0

36.0

CJSCo CHOP RZD OKhRANA

Moscow

Security

100

21.8

21.8

0

21.8

JSCo KRP-Invest

Moscow

Rolling
stock
repairs

100

14.5

14.5

–14.5

0

JSCo Moscow Pilot Track Machine Plant (Remputmash)

Moscow

Manufacturing

100

12.2

12.2

–2.0

10.2

CJSO TransTeleCom

Moscow

Telecommunications

100

2.0

434.0

0

434.0

CJSCo High-Speed Mainlines

Moscow

Transport 87

310.0

0

0

0

JSCo TransContainer

Moscow

Transport 85

13 894.8

13 894.8

–2 084.2

11 810.6

CJSCo Lokomotive Football Club

Moscow

Sport

85

0.05

0.04

0

0.04

JSCo BAM-Invest

Moscow

Finance
83
and Investment

10.0

8.3

–3.6

4.7

JSCo State Research Institute of Automated Systems

Moscow

Science

749.0

561.7

0

561.7

JSCo High-Speed Mainlines

Moscow

Transport 75

1.0

0.8

0

0.8

75

* – impairment provision created
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Appendix 9 (continued). Companies in whose charter capital JSCo «Russian Railways»
has an interest of at least 50% (Subsidiaries)
Company

Location

Field
of activity

JSCo
«RZD»'s
share, %

Charter
capital
(RUB mln)

Invested
Received/
by JSCo
Disposed
«RZD» as
(RUB mln)
of 1 January
2008
(RUB mln)

Invested
by JSCo
«RZD» as of
31 December
2008
(RUB mln)

JSCo Don-Suburbs

Rostov

Transport 74

0.1

0.07

–0.07

0

JSCo Northwest Suburban
Passenger Company*

St. Petersburg Manufacturing

74

0.1

0.07

–0.07

0

CJSCo Transkat

St. Petersburg Manufacturing

57

90.1

51.4

0

51.4

JSCo TransCreditBank

Moscow

Banking

55

2 258.4

5 947.8

0

5 947.8

JSCo RailTransAvto

Moscow

Transport 51

3 265.2

1 665.2

0

1 665.2

Blak Sea Ferries Limited

Malta

Transport 51

1 245.6

635.3

635.3

JSCo Omsk-Prigorod

Omsk

Transport 51

1.8

0.05

264.1

264.2

JSCo Express-Prigorod

Novosibirsk

Transport 51

0.3

84.5

244.1

328.5

CJSo Regio-TeleCom DV

Khabarovsk

Telecommunications

51

0.2

0.1

0

0.1

CJSCo Eurasia Intertrans

Yuzhnosakhalinsk

Travel

51

0.2

0.09

0

0.09

JSCo Altay-Prigorod*

Barnaul

Transport 51

0.1

0.05

–0.05

JSCo Kuzbass-Prigorod*

Kemerovo

Transport 51

0.1

0.05

–0.05

JSCo Volgogradtransprigorod

Volgograd

Transport 51

0.1

0.05

0

0.05

JSCo Sverldov Suburban
Company

Yekaterinburg Transport 51

0.1

0.05

0

0.05

JSCo Express Primorya

Vladivostok

Transport 51

0.1

0.05

0

0.05

JSCo Krasprigorod*

Krasnoyarsk

Transport 51

0.1

0.05

–0.05

0

OOO Energopromsbyt*

Moscow

Manufacturing

0.01

0.005

–0.005

0

JSCo Pool Trans

Moscow

Transport 50

100.0

50.0

–50.0

0

Oy Karelian Trans

Helsinki

Transport 50

34.1

17.1

–17.1

0

51

* – impairment provision created
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Appendix 10. Affiliated companies of JSCo «Russian Railways» (charter capital interest of from 20% to 50%)
Company

Location

Line
of activity

JSCo AK Zheleznye Dorogi
Yakutii

Aldan

LLC Aeroexpress

JSCo
«RZD»'s
share, %

Charter
capital
(RUB mln)

Invested by
JSCo «RZD»
as of
1 January
2008
(RUB mln)

Received/
Disposed (–)
(RUB mln)

Invested by
JSCo «RZD»
as of
31 December
2008
(RUB mln)

Transport 50

3 872.7

0

0

0

Khimki

Transport 50

129.8

0

64.9

64.9

JSCo Pool Trans

Kingisepp

Transport 50

100.0

0

50.0

50.0

Oy Karelian Trans

Helsinki

Transport 50

34.1

0

17.1

17.1

LLC Southeast Express
Editorial Office*

Voronezh

Manufacturing

50

0.1

0

0

0

CJSCo TRANSPORT
TECHNOLOGIES

Moscow

Science

49

20.4

10.0

0

10.0

CJSO Kaliningrad-TransTeleCom

Kaliningrad

Investment49

2.0

1.0

0

1.0

CJSCo CentreTransTeleCom

Moscow

Manufacturing

49

2.0

1.0

0

1.0

CJSO TransTeleCom-NN

N.Novgorod

Manufacturing

49

2.0

1.0

0

1.0

CJSo Southeast TransTeleCom

Voronezh

Manufacturing

49

2.0

1.0

0

1.0

CJSO TransTeleCom-Chita

Chita

Manufacturing

49

2.0

1.0

0

1.0

JSCo Central Passenger
Company*

Moscow

Transport 49

0.3

0.1

–0.1

0

CJSCo Railway Implementation Center

Chelyabinsk

Manufacturing

49

0.2

0.1

0

0.1

CJSCo October Railway
Implementation Center

St. Petersburg Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Implementation Center

Kaliningrad

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Implementation Center

N.Novgorod

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Implementation Center

Voronezh

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Implementation Center

Samara

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Center for
the Implementation of New
Methods and Technologies

Novosibirsk

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Krasnoyarsk Railway
Implementation Center

Krasnoyarsk

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Implementation Center

Chita

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Implementation Center

Khabarovsk

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Railway Center for
the Implementation of New
Methods and Technologies

Yaroslavl

Manufacturing

49

0.2

0.1

0

0.1

CJSCo Apsat Coalmining
Company*

Village of
ManufacNovaya Chara turing

48

8.0

0

0

0

* – impairment provision created
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Appendix 10 (continued). Affiliated companies of JSCo «Russian Railways» (charter capital interest of from 20% to 50%)
Company

Location

Line
of activity

JSCo
«RZD»'s
share, %

Charter
capital
(RUB mln)

Invested by
JSCo «RZD»
as of
1 January
2008
(RUB mln)

Received/
Disposed (–)
(RUB mln)

Invested by
JSCo «RZD»
as of
31 December
2008
(RUB mln)

CJSO Caucasus-TransTeleCom

Rostov

Manufacturing

47

4.0

1.9

0

1.9

CJSCo Rascom

St. Petersburg Manufacturing

46

16.3

7.5

0

7.5

JSCo Yamal Railway Company

Novy Urengoy Manufacturing

45

10.0

4.5

0

4.5

CJSCo Oktransvneshterminal*

St. Petersburg Manufacturing

45

0.06

0.03

-0.03

0

CJSCo Industry Center
for the Implementation of New
Methods and Technologies

Moscow

Science

43

0.9

0.4

0

0.4

CJSCo SamaraTransTeleCom

Samara

Manufacturing

40

2.0

0.8

0

0.8

CJSCo Eurasia Rail Logistics

Moscow

Transport 40

1.7

0

0.7

0.7

JSCo Magistral Railcar Design Center*

Moscow

Manufacturing

40

1.5

0

0

0

CJSCo SibTransTeleCom

Krasnoyarsk

Manufacturing

40

0.3

0.1

0

0.1

CJSCo SakhalinTransTeleCom

YuzhnoSakhalinsk

Manufacturing

39

2.0

0.8

0

0.8

CJSO TransTeleCom-DV

Khabarovsk

Manufacturing

39

2.0

0.8

0

0.8

LLC Bombardier
Transportation (Signal)

Moscow

Science

36

11.7

1.2

0

1.2

CJSCo BaikalTransTeleCom

Irkutsk

Manufacturing

35

2.0

0.7

0

0.7

JSCo Baikal Waters*

Irkutsk

Manufacturing

34

1.4

0

0

0

JSCo Trans-Baikal
Mining Company

Chita

Manufacturing

34

0.4

0

0

0

CJSCo Uraltrans Joint Venture*

Chelyabinsk

Manufacturing

33

0.02

0

0

0

CJSCo Southern Region TV
Television and Raio Corporation

Rostov

Social

31

1.8

0

0

0

CJSCo Railway Implementation Center

Rostov

Manufacturing

31

0.2

0.06

0

0.06

Joint Venture Trans-Eurasia
Logistics GmbH

Berlin

Transport 30

3.7

0

7.3

7.3

CJSCo Talgorus*

St. Petersburg Manufacturing

26

2.0

0.5

–0.5

LLC Industry Center for the
Development and Implementation of Information Systems

Moscow

Science

26

0.01

0

0

0

The Breakers Investments

Amsterdam

Manufacturing

25

37 240.0

9 310.0

9 310.0

CJSCo Russian Troika

Moscow

Manufacturing

25

944.0

0

236.0

236.0

* – impairment provision created

186

Annual Report JSCo «RZD»
2008

Appendix 10 (continued). Affiliated companies of JSCo «Russian Railways» (charter capital interest of from 20% to 50%)
Company

Location

Line
of activity

LLC Management Company
Murmansk Transport Junction

Murmansk

CJSO Uzhural-TransTeleCom

JSCo
«RZD»'s
share, %

Charter
capital
(RUB mln)

Invested by
JSCo «RZD»
as of
1 January
2008
(RUB mln)

Received/
Disposed (–)
(RUB mln)

Invested by
JSCo «RZD»
as of
31 December
2008
(RUB mln)

Transport 25

250.0

0

62.5

62.5

Chelyabinsk

Manufacturing

25

2.0

0.5

0

0.5

CJSCo SeverTransTeleCom

Yaroslavl

Manufacturing

25

2.0

0.5

0

0.5

CJSCo Zap-SibTransTeleCom

Novosibirsk

Manufacturing

25

2.0

0.5

0

0.5

CJSO Translease Leasing
Company*

St. Petersburg Finance

25

1,5

0,4

–0,4

0

CJSCo St. Petersburg Teleport

St. Petersburg Manufacturing

25

1,0

0,3

0

0,3

CJSCo Russian Copper

Verkhniaya
Pyshma

Manufacturing

25

1,0

0

0,3

0,3

CJSCo VolgaTransTeleCom

Saratov

Manufacturing

25

0,6

0,2

0

0,2

CJSCo Ural Mobile Networks

Yekaterinburg Manufacturing

25

0,6

0,1

0

0,2

JSCo Caucasus Sea Ferry
Service*

Vladikavkaz

Manufacturing

25

0,5

0

0

0

CJSCo Railway Implementation Center

Saratov

Manufacturing

25

0,4

0,1

0

0,1

CJSCo Moscow Railway Implementation Center

Moscow

Manufacturing

25

0,2

0,05

0

0,05

CJSCo Railway Implementation Center

Irkutsk

Manufacturing

25

0,2

0,05

0

0,05

JSCo Zabaikalstalinvest
Trans-Baikal Mining and
Metallurgy Enterprise

Novaya Chara Manufacturing

25

0,1

100,0

0

100,0

CJSCo Egza

Kuibyshev

Manufacturing

24

1,5

0,4

0

0,4

CJSCo Central Information and Technical-Economic
Research Institute-IS

Moscow

Science

24

0,05

0,01

0

0,01

CJSCo Trans-Baikal Raiway
Joint Stock Insurance Company

Chita

Insurance 22

2,5

0

0

0

JSCo "RZD" Trading House

Moscow

Commerce 20

10,0

2,0

–2,0

0

* – impairment provision created
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Appendix 11. Subsidiary and affiliated companies acquired in 2008
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal acivity

CJSCo Russian Copper

15.04.2008

18.04.2008

1.0

25.5%

0.3

geological research
and exploration of solid
mineral deposits

JSCo Novosibirsk
Switch Plant

15.02.2008

23.04.2008

1 950.2

100% -1

1 950.2

production and distribution
of track switches, repair
kits, crossing frogs and
other switch-related
products, as well as
spare parts for cars

JSC BetElTrans

15.02.2008

23.04.2008

3 769.7

100% -1

3 769.7

production and distribution
of reinforced concrete
and timber sleepers;
railroad switch bars

JSCo TransWoodService

15.02.2008

29.04.2008

1 944.9

100% -1

1 944.9

timber processing;
timber treatment

JSCo First Non-Metallic
Company

15.02.2008

29.04.2008

6 268.9

100% -1

6 268.9

extracting and processing
nonmetallic mineral
resources (production
of gravel, crushed
stone, quarry stone)

JSCo Vagonremmash

15.02.2008

12.05.2008

4 073.7

100% -1

4 073.7

production of passenger
cars, passenger and
freight car capital repairs
and wheel set repairs

JSCo Griazi Train Car
Repair Enterprise

01.08.2008

236.9

50% -1

118.5

depot and capital
repairs of freight cars

JSCo Ishim
Mechanical Plant

01.08.2008

26.09.2008

216.2

100% -1

216.2

manufacturing of
engineering products,
production of spare parts,
equipment, parts and
components, provision of
other services related to it

JSCo Zheldorremmash

27.11.2008

09.12.2008

15 162.8

100% -1

15 162.8

various types of repairs
and service maintenance
of traction rolling stock,
capital repairs of passenger
cars, electric machinery,
wheel sets, locomotive
parts and components

Black Sea Ferries
Limited

16.12.2008

51%

1.2

facilitating joint operating
of FERUZ and SMAT
railway ferries between
Kavkaz port (Russia) and
Poti port (Georgia)
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Appendix 12. Subsidiary and affiliated companies acquired in the period from 2004
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal activity

CJSCo Russian Troika

08.10.2004

09.11.2004

944.0

25%

236.0

all types of domestic
and international freight
transportation (including
container transport)
by sea and by rail

JSCo ELTEZA

02.03.2005

08.04.2005

2 368.9

100% -1

2 368.9

production of railway
automatic, teleautomatic
and telecommunications
instruments and devices
using, among others,
methods involving precious
metals and components
containing them

JSCo Sverldov
Suburban Company

21.04.2005

28.06.2005

0.1

51%

0.05

suburban passenger
railway transport services

JSCo Express Primorya

26.04.2005

30.06.2005

0.1

51%

0.05

suburban passenger
railway transport services

JSCo Krasprigorod

26.04.2005

06.07.2005

0.1

51%

0.05

suburban passenger
railway transport services

JSCo Kaluga Plant
(Remputmash)

27.05.2005

15.09.2005

2 330.6

100% -1

2 330.6

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks

JSCo Abdulino Track
Repair Plant

27.05.2005

05.10.2005

161.7

100% -1

161.7

development of and
equipping railways with
modern technological
complexes of track
machinery

JSCo Vereschagino
Track Repair Plant

27.05.2005

06.10.2005

259.8

100% -1

259.8

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks
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Appendix 12 (continued). Subsidiary and affiliated companies acquired in the period from 2004
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal activity

JSCo Moscow Pilot
Track Machine Plant

27.05.2005

19.10.2005

12.2

100% -1

12.2

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks

JSCo Orenburg Track
Repair Plant

27.05.2005

06.10.2005

48.8

100% -1

48.8

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks

JSCo Yaroslav Railcar
Repair Plant

27.05.2005

08.09.2005

385.3

100% -1

385.3

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks

JSCo Sverdlov Track
Repair Plant

27.05.2005

04.10.2005

419.1

100% -1

419.1

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks

JSCo Perm Motor
Railcar Repair Plant

27.05.2005

06.10.2005

410.8

100% -1

410.8

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks
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Appendix 12 (continued). Subsidiary and affiliated companies acquired in the period from 2004
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal activity

JSCo Metalworker
Experimental Plant

27.05.2005

06.10.2005

480.8

100% -1

480.8

development of and
equipping railways with
modern technological
complexes of track
machinery; production
of heavy track machines,
mechanisms and spare
parts for capital, mid-life
and current repairs and
maintenance of tracks

JSCo Barnaul Railcar
Repair Plant

08.11.2005

03.03.2006

868.7

100% -1

868.7

upgrade and construction
of cars, production of
spare parts, equipment,
parts and components
related to railway
transport operations

JSCo Roslavl Railcar
Repair Plant

08.11.2005

27.02.2006

870.8

100% -1

870.8

upgrade and construction
of cars, production of
spare parts, equipment,
parts and components
related to railway
transport operations

JSCo Saransk Railcar
Repair Plant

08.11.2005

28.02.2006

518.5

100% -1

518.5

upgrade and construction
of cars, production of
spare parts, equipment,
parts and components
related to railway
transport operations

JSCo Roszheldorstroi

25.11.2005

19.01.2006

10 162.7

100% -1

10 162.7

construction of buildings
and structures of I and II
criticality levels, acting
as customer developer

JSCo Roszheldorproekt

25.11.2005

30.01.2006

1 366.8

100% -1

1 366.8

design, acting as
customer developer,
engineering surveys

JSCo St. PetersburgVitebsk PPK

30.11.2005

10.03.2006

0.1

74%

0.1

suburban passenger
railway transport services

JSCo Volgogradtransprigorod

30.11.2005

01.02.2006

0.1

51%

0.05

suburban passenger
railway transport services

JSCo TransContainer

28.12.2005

04.03.2006

13 894.8

85%

11 810.6

facilitating domestic and
international freight
transportation

JSCo Refservis

28.12.2005

17.02.2006

3 491.5

100% -1

3 491.5

mainline freight railway
transport operations,
facilitating freight carriage
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Appendix 12 (continued). Subsidiary and affiliated companies acquired in the period from 2004
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal activity

JSCo All-Russian
Rolling Stock Research
and Design Institute

28.12.2005

07.04.2006

147.0

100% -1

147.0

basic and applied research
in the area of technical
control and diagnostics of
rolling stock and equipment

JSCo Railway
Technology, Control
and Diagnostics
Research Institute

28.12.2005

24.03.2006

36.0

100% -1

36.0

basic and applied research
in the area of technical
control and diagnostics of
rolling stock and equipment

JSCo High-Speed
Mainlines

04.07.2006

23.08.2006

1.0

75%+1

0.8

facilitating freight
carriage by rail and
other transport means,
design and construction
of high-speed railways
and other mainlines

JSCo RailTransAvto

11.12.2006

02.02.2007

3 265.2

51%

1 665.2

facilitating freight
carriage by rail and
other transport means

JSCo ChOP RZD
OKHRANA

22.12.2006

31.01.2007

21.8

100% -1

21.8

protection of life and
health, private property
protection, providing
safety of goods in transit

JSCo Moscow LRZ

16.02.2007

28.03.2007

946.6

100% -1

946.6

planned and current
repair services, technical
maintenance of cars,
containers and locomotives,
wheel set repairs.

JSCo Vladikavkaz VRZ

16.02.2007

10.04.2007

1 173.0

100% -1

1 173.0

planned and current
repair services, technical
maintenance of cars,
containers and locomotives,
wheel set repairs.

JSCo Krasnoyarsk
EVRZ

16.02.2007

06.04.2007

1 430.5

100% -1

1 430.5

capital repair services, reequipment and renovation
of electric multiple units,
passenger cars and other
types of rolling stock and
railway equipment, wheel
sets, parts and components.

JSCo Alatyr MZ

16.02.2007

30.03.2007

104.7

100% -1

104.7

production of spare parts,
equipment, parts and
components for repairs,
renovation and construction
of passenger cars and
multiple unit rolling stock.
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Appendix 12 (continued). Subsidiary and affiliated companies acquired in the period from 2004
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal activity

JSCo Petukhovo LMZ

16.02.2007

03.04.2007

285.5

100% -1

285.5

manufacturing of spare
parts and parts for rolling
stock and production of
engineering products under
contracts with railways.

JSCo Krasny Put
Moscow Machine Plant

16.02.2007

05.04.2007

562.5

100% -1

562.5

production of depot
based locomotive repair
equipment and related
spare parts, production
of spare parts for repairs
of locomotives, rail cars
and railway equipment.

JSCo Vologda VRZ

16.02.2007

11.04.2007

727.1

100% -1

727.1

planned and current
repair services, technical
maintenance of cars,
containers and locomotives,
wheel set repairs.

OAO Don Suburbs

20.04.2007

22.06.2007

0.1

74%

0.07

suburban and local
passenger transport by rail.

JSCo Railway Trade
Company

20.04.2007

04.06.2007

8 077.3

100% -1

8 077.3

wholesale and retail
trade and management

JSCo First Freight
Company

28.06.2007

26.07.2007

85 652.4

100% -1

85 652.4

freight transportation
by rail and other
transport means.

JSCo All-Russian
Railway Research
Institute

28.06.2007

09.08.2007

3 191.5

100% -1

3 191.5

conducting basic
researches to identify
an overall strategy for
the development of
the railway transport
based on the complex
technical assessment of
its status and projected
future freight volumes.

JSCo State Research
Institute of Automated
Systems

28.06.2007

08.08.2007

749.0

75% -1

561.7

research and development,
implementation and
subsequent maintenance
of new equipment,
software and hardware,
informatization technologies
and special software.

JSCo Central Suburban
Passenger Company

21.04.2005

08.12.2005

0.3

49.3%

0.1

suburban passenger
railway transport services
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Appendix 12 (continued). Subsidiary and affiliated companies acquired in the period from 2004
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal activity

JSC Oy Karelian
Trains Ltd

22.09.2006

23.10.2006

1.0

50%

0.5

construction of highspeed main railroads
and other main roads,
procurement and rent of
railway rolling stock.

JSCo Port Ust-Luga
Transportation
Company

16.02.2007

29.03.2007

100.0

50%

50.0

spotting and removing
railcars between Luzhskaya
railway station and
port terminals, traffic
supervision at UstLuga sea trade port.

CJSCo Eurasia
Rail Logistics

20.04.2007

06.05.2008

1.7

40.1%

0.7

development of logistic
products for railway
freight transportations by
the second Pan-European
transport corridor.

CJSCo South
Caucasus Railway

21.12.2007

31.01.2008

6 800.0

100% -1

6 800.0

1) public railway transport
and other services
connected with freight
2) operational and technical
maintenance and repair
of railway transport;
3) public passenger, goods
and freight transportation
by rail, including state,
military and special
purpose transportations.

JSCo Murmansk
Transport Hub (MTH)
Management Company

21.12.2007

30.01.2008

250.0

25%

62.5

development and
implementation of
Murmansk transport hub
development strategy;
customer/developer for
construction of facilities
at Murmansk sea trade
port and trade port at west
shore and east shore of Kola
Bay under the contract with
the Ministry of Transport.

JV Trans-Eurasia
Logistics GmbH

05.10.2007

25.06.2008

0.100

30%

0.03

railway and other freight
transportation between
Western Europe and CIS.

CJSCo Russian Copper

15.04.2008

18.04.2008

1.0

25.5%

0.3

geological survey and
exploration of solid
mineral deposits
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Appendix 12 (continued). Subsidiary and affiliated companies acquired in the period from 2004
Subsidiary/Affiliated
company

The date of
JSCo «RZD»
BoD decision
to establish
a subsidiary/
affiliated
company

Date of state
registration of
the company

Сharter
capital,
RUB mln

JSCo
«RZD»'s
share

Invested by
JSCo «RZD»,
RUB mln

Principal activity

JSCo Novosibirsk
Switch Plant

15.02.2008

23.04.2008

1 950.2

100% -1

1 950.2

production and distribution
of track switches, repair
kits, crossing frogs and
other switch-related
products, as well as
spare parts for cars

JSC BetElTrans

15.02.2008

23.04.2008

3 769.7

100% -1

3 769.7

production and distribution
of reinforced concrete
and timber sleepers;
railroad switch bars

JSCo TransWoodService

15.02.2008

29.04.2008

1 944.9

100% -1

1 944.9

timber processing;
timber treatment

JSCo First NonMetallic Company

15.02.2008

29.04.2008

6 268.9

100% -1

6 268.9

extracting and processing
nonmetallic mineral
resources (production
of gravel, crushed
stone, quarry stone)

JSCo Vagonremmash

15.02.2008

12.05.2008

4 073.7

100% -1

4 073.7

production of passenger
cars, passenger and
freight car capital repairs
and wheel set repairs

JSCo Griazi Train Car
Repair Enterprise

01.08.2008

236.9

50% -1

118.5

depot and capital
repairs of freight cars

JSCo Ishim
Mechanical Plant

01.08.2008

26.09.2008

216.2

100% -1

216.2

manufacturing of
engineering products,
production of spare parts,
equipment, parts and
components, provision of
other services related to it

JSCo Zheldorremmash

27.11.2008

09.12.2008

15 162.8

100% -1

15 162.8

various types of repairs
and service maintenance
of traction rolling stock,
capital repairs of passenger
cars, electric machinery,
wheel sets, locomotive
parts and components

Black Sea Ferries
Limited

16.12.2008

2.3

51%

1.2

facilitating joint operating
of FERUZ and SMAT
railway ferries between
Kavkaz port (Russia) and
Poti port (Georgia)
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Appendix 13. Dynamics of commencement of the main capacities of JSCo «Russian Railways» in 2003 through 2008
Capacity

2004

2005

2006

2007

2008

New tracks, km

48.4

Sidetracks, km

35.5

215.7

303.5

144.1

114.6

Electrification, km

0.0

402.4

69.0

11.0

187.1

Extension of station tracks and
development at border crossings, km

211.0

191.2

134.0

98.7

169.5

Residential housing, thousand sq. m (total floor area)

329.5

212.4

116.2

66.1

77.6

Locomotives, total

100

182

277

313

455

of which:
• Capital investments

62

131

277

267

455

•

38

51

Passenger cars, total

540

653

755

950

1 042

of which:
• Capital investments

304

494

61

348

1 042

•

236

159

694

602

6 000

8 000

8 569

15 406

21 296

1 817

2 623

7 815

21 009

6 000

6 183

5 946

7 591

287

Multiple unit rolling stock, total

542

580

740

762

809

of which:
• Capital investments

319

128

121

270

809

•

223

452

619

492

Locomotives

252

312

318

258

288

Passenger cars

392

653

786

187

158

Freight cars

5 857

4 958

7 313

5 257

16 866

EMUs

402

281

140

76

182

8.2

Acquisition of rolling stock:

Leasing

Leasing

Freight cars, total
of which:
• Capital investments
•

Leasing

Leasing

46

Rolling stock upgrade:

Appendix 14. Track repair and maintenance in 2003 through 2008
Indicators

Units

2003

2004

2005

2006

2007

2008

Extended capital repairs

km

3 366

3 881

4 105

3 929

4 086

0

Reconstruction and capital repairs
with the use of new materials

km

655

0

0

0

0

4 601

Capital repairs with the
laying of reclaimed rails

km

2 540

2 389

2 212

2 088

1 955

2 236

Extended intermediate and
intermediate maintenance

km

7 662

7 098

5 680

4 180

4 456

6 166

Extended track raising and track raising

km

2 990

1 850

1 647

917

1 366

2 312

Total for track repair and maintenance

km

17 213

15 218

13 644

11114

11 863

15 315

Laying railroad switches on
reinforced-concrete bars

sets

5 327

5 375

5 322

4 875

4 557

4 595
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Appendix 15. Capital repair of engineering facilities in 2003 through 2008
Description

Replacement
of metal bridge
superstructures
(thousand tons)

Painted bridge
superstructures
(tons)

Ballastless bridge
decking laid, m3

Replacement of
bridge sleepers,
thousand linear
meters

Roadbed
maintenance
(landfilling),
thousand m3

2003

21.5

135 300

7 623

210.4

4 438

2004

19.97

168 549

7 554

204.03

4 341

2005

17.116

129 480

6 210.2

164.76

3 294.3

2006

4.842

111 208

4 665.1

126.36

1 307.3

2007

3.993

139 341

3 904.8

116.307

1 217.5

2008

3.658

132 024

3 900.3

103.621

1 095

Appendix 16. Railway track valuation statement
RAILWAYS

Average score
2003

Average length of poor quality track, km
2008

«+»/«—»

2003

2008

«+»/«—»

Oktyabrskaya
Railway

64

29

–35

322

29

–293

Kaliningrad
Railway

49

42

–7

2

1

–1,0

Moscow Railway

84

31

–53

544

24

–520

Gorkovskaya
Railway

116

56

–60

641

118

–523

Northern
Railway

100

48

–52

439

51

–388

North Caucasus
Railway

88

48

–40

130

29

–101

South Eastern
Railway

84

28

–56

242

17

–225

Privolzhskaya
Railway

90

39

–51

244

27

–217

Kuibyshev
Railway

115

50

–65

683

91

–592

Sverdlovsk
Railway

101

63

–38

516

234

–282

South Urals
Railway

72

38

–34

252

61

–191

North Siberian
Railways

53

23

–30

267

38

–229

Krasnoyarsk
Railway

113

48

–65

353

53

–300

East Siberian
Railway

82

47

–35

314

55

–259

Trans-Baikal
Railway

126

52

–74

603

98

–505

Far East Railway

94

41

–53

282

40

–242

Sakhalin Railway

76

53

–23

4

3

–1

RAILWAY
NETWORK

89

42

–47

5 837

969

–4 868
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Appendix 17. Measures initiated for infrastructure development
and renovation which normally take more than one year, thousand rubles

Major facilities

Balance at
31 December
2007

Balance at
31 December
2008

Change
(columns 3 and 4)

Reconstruction of the Mga – Gatchina – Veinmarn section

4 412 646

10 487 757

6 075 111

Complex reconstruction (electrification)
of the Karymskaya – Zabaikalsk section

186 849

4 432 350

4 245 501

Reconstruction of the multiple unit depot
Saint Petersburg – Moscow for servicing highspeed trains of the Oktyabrskaya Railway

374 971

3 684 295

3 309 324

Reconstruction of the Kanneljärvi – Verkhnee
Cherkasovo stretch of the St. Petersburg –
Buslovskaya section of the Oktyabrskaya Railway

0

2 660 501

2 660 501

Complex reconstruction of the 1st main track
of the Karymskaya – Zabaikalsk section

807 781

3 171 842

2 364 061

Complex reconstruction of the M.Gorky –
Kotelnik section, construction of the 2nd track
on the Gremiachaya – Kotelnikovo stretch

127 462

1 665 928

1 538 466

Complex reconstruction of the M.Gorky –
Kotelnik section, construction of the 2nd track
on the Zhutovo – Chilekovo section

142 030

1 793 333

1 651 303

Krolsky Tunnel

3 197 646

4 587 408

1 389 762

Minor Novorossisk Tunnel (North Caucasus Railway)

318 783

1 982 783

1 664 000

Mansky Tunnel

539 000

1 718 723

1 179 723

Reconstruction of the Major Novorossisk
Tunnel (North Caucasus Railway)

2 556 040

4 076 037

1 519 997

Construction of a combined road for automotive
and railway transport connecting Adler and the
Lower Station of the Roza Khutor alpine ski resort,
including electrification of the railway line

0

1 878 983

1 878 983

Reconstruction of the Kamenogorsk – Vyborg section

0

1 563 721

1 563 721

Reconstruction of the Lagar-Aulsky Tunnel

733 985

1 739 845

1 005 860

Reconstruction of the Kuznetsovsky Tunnel
on the Komsomolsk-on-Amur – Sovetskaya
Gavan section of the Far East Railway

107 399

1 433 460

1 326 061

Development of the Karymskaya Station (1st stage)

0

1 139 363

1 139 363

Reconstruction of the Navaginsk Tunnel

1 379 364

2 621 434

1 242 070

Reconstruction of the Vladimir – Fedulovo
section of the Gorkovskaya Railway

0

1 571 604

1 571 604

Second stage reconstruction of the bridge
crossing over Amur near Khabarovsk

3 779 407

5 719 730

1 940 323

Bridge over Volga on the Gorkovskaya Railway (754 km)

1 494 560

2 415 008

920 448

Bridge over Chuna (124 km) on the Tayshet – Lena section

1 198 938

1 944 626

745 688

Reconstruction of the railway bridges over the Bypass
Canal in the Moscow direction of the Oktyabrskaya Railway

1 019 092

1 710 743

691 651

TOTAL

22 375 953

63 999 474

41 623 521
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Appendix 18. Quantitative change in the locomotive fleet of JSCo «Russian Railways»
in 2003 through 2008 (Recorded fleet of locomotives)
Class of service

2003

2004

2005

2006

2007

2008

DC freight locomotives

3 439.5

3 437.5

3 429.5

3 407.5

3 399.5

3 396.5

AC freight locomotives

3 866

3 847

3 842

3 854

3 900

3 965.5

Freight locomotives

7 305.5

7 284.5

7 271.5

7 261.5

7 299.5

7 362

DC passenger locomotives

987

986

977

971

968

983

AC passenger locomotives

877

934

1 052

1 165

1 254

1 339

Passenger locomotives

1 864

1 920

2 029

2 136

2 222

2 322

ELECTRIC LOCOMOTIVES

9 169.5

9 204.5

9 300.5

9 397.5

9 521.5

9 684

Freight locomotives

4 081.4

4 009.4

3 905.4

3 839.1

3 803.9

3 802.9

Passenger locomotives

481

511

510

516

524

541

Shunters

5 839

5 826

5 833

5 878

5 916

5 975

DIESEL LOCOMOTIVES

10 401.4

10 346.4

10 248.4

10 233.1

10 243.9

10 318.9

LOCOMOTIVES

19 570.9

19 550.9

19 548.9

19 630.6

19 765.4

20 002.9

Appendix 19. Quantitative change in the locomotive fleet of JSCo «Russian Railways» in 2003 through 2008
(number of locomotives with expired service life, in % of the recorded fleet)
Class of service

2003

2004

2005

2006

2007

2008

DC freight locomotives

1.37%

1.37%

0.70%

0.70%

0.59%

1.18%

AC freight locomotives

5.25%

5.28%

9.37%

10.30%

11.15%

11.32%

Freight locomotives

3.42%

3.43%

5.28%

5.80%

6.23%

6.64%

DC passenger locomotives

61.09%

69.17%

64.48%

60.97%

53.72%

47.91%

AC passenger locomotives

32.84%

34.05%

32.79%

22.58%

23.60%

23.30%

Passenger locomotives

47.80%

52.08%

48.05%

40.03%

36.72%

33.72%

ELECTRIC LOCOMOTIVES

12.44%

13.58%

14.61%

13.58%

13.35%

13.14%

Freight locomotives

0.00%

0.00%

0.00%

0.00%

2.68%

15.54%

Passenger locomotives

28.69%

27.01%

17.45%

9.50%

0.00%

11.46%

Shunters

14.54%

14.57%

19.13%

22.86%

25.17%

28.00%

DIESEL LOCOMOTIVES

9.49%

9.54%

11.76%

13.61%

15.53%

22.54%

LOCOMOTIVES

10.87%

11.44%

13.12%

13.60%

14.48%

17.99%
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Appendix 20. Quantitative change in the recorded freight car fleet owned by Russia in 2003 through 2008
(as per AGO-15; before 2006 inclusive – Russian Railways Holding)
Car type / Year
Covered

Platforms

Gondola cars

Tank cars

Refrigerator
cars
Other

Transporter

Total

2003

2004

2005

2006

2007

2008

Available at period end

80 044

78 769

78 533

73 994

70 817

55 536

Average age, years

20.6

21.5

22.4

22.9

23.8

24.1

Available at period end

72 801

64 385

61 610

57 897

50 511

39 520

Average age, years

22.8

23.5

24.5

25.1

26.1

26.7

Available at period end

250 075

251 403

257 677

259 608

261 751

221 145

Average age, years

17.3

17.7

18.1

18.3

18.0

18.9

Available at period end

82 342

80 145

79 292

76 263

71 186

8 436

Average age, years

22.7

23.5

24.4

24.9

26.0

25.8

Available at period end

10 328

8 896

7 558

6 913

2 664

1 045

Average age, years

16.9

17.1

17.8

18.5

20.9

23.8

Available at period end

137 482

139 069

144 634

142 148

109 949

77 810

Average age, years

19.4

20.3

20.9

21.5

22.5

24.2

Available at period end

1 446

1 428

1 430

1 432

1 432

1 435

Average age, years

25.7

26.6

27.6

28.6

29.6

30.6

Available at period end

634 518

624 095

630 734

618 255

568 310

404 927

Average age, years

19.5

20.2

20.7

21.1

21.4

21.7

Appendix 21. Locomotive repair
Description

2004

2005

2006

2007

2008

Diesel locomotives, sections

3 424

3 348

3 864

3 773

3 664

Electric locomotives

2 901

2 977

3 097.5

3 225.5

3 429
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Appendix 22. Results of the implementation of the 2008 investment budget of JSCo «Russian Railways», RUB mln

1 – Project
2 – Annual Investment Budget approved by Decision No. 14 of the Board of Directors of September 10, 2008
3 – Annual Investment Budget approved by Decision No. 18 of the Investment Committee of October 20, 2008
4 – Investment for the year
5 – above/below the limit approved by the Board of Directors
6 – % of the limit approved by the Board of Directors
7 – above/below the limit approved by the Investment Committee
8 – % of the limit approved by the Investment Committee
1

2

3

4

5

6

7

8

TOTAL – all sources

411 366.0

409 877.2

381 672.6

–29 693.5

92.8

–28 204.6

93.1

TOTAL – Company funds

407 366.0

405 877.2

380 663.4

–26 702.7

93.4

–25 213.8

93.8

Dedicated investment projects

215 486.6

210 760.7

195 093.4

–20 393.2

90.5

–15 667.3

92.6

Development of
infrastructure, including:

97 334.5

91 943.3

83 352.8

–13 981.7

85.6

–8 590.5

90.7

Kuzbass – Far Eastern
Transport Hub

6 257.5

6 607.6

6 588.4

330.9

105.3

–19.2

99.7

Kuzbass – Azov-Black
Sea Transport Hub

5 797.8

6 040.2

5 953.7

155.9

102.7

–86.5

98.6

Kuzbass – North-West

7 294.7

8 278.9

8 020.7

726.0

110.0

–258.2

96.9

Oil transport to China (Phase 1)

1 000.0

1 000.0

837.3

–162.7

83.7

–162.7

83.7

Moving the Izvestkovaya –
Chegdomyn Line out of
the flood zone of Bureisk
Hydroelectric Station

205.9

205.9

0.0

–205.9

0.0

–205.9

0.0

Berkakit – Tommot – Yakutsk

1 000.0

1 000.0

1 000.0

0.0

100.0

0.0

100.0

Comprehensive reconstruction
of the Trubnaya –
V. Baskuntchak –
Aksarayskaya section

1 875.8

710.6

708.1

–1 167.7

37.8

–2.5

99.7

Transformation of the Mineralnye
Vody-Kislovodsk stretch to
alternating current operation

1 350.2

1 350.2

1 388.2

38.0

102.8

38.0

102.8

Introduction of rapid passenger
9 024.4
operation on the St. Petersburg –
Buslovskaya section

9 024.4

9 023.9

–0.5

100.0

–0.5

100.0

Modernization of the rail
infrastructure of Sakhalin Island

1 347.8

1 347.8

1 339.9

–7.9

99.4

–7.9

99.4

Introduction of high-speed
service on the Moscow –
St. Petersburg route

5 966.0

5 966.0

4 489.0

–1 477.0

75.2

–1 477.0

75.2

Introduction of rapid passenger
operation on the Moscow –
Nizhny Novgorod route

6 249.0

3 790.3

2 589.3

–3 659.7

41.4

–1 201.0

68.3

12 282.6

9 896.1

–3 786.5

72.3

–2 386.5

80.6

50.1

50.1

Comprehensive reconstruction
13 682.6
of the Mga – Gatchina –
Veimarn – Ivangorod section and
rail links to ports on the southern
shore of the Gulf of Finland
Acquisition of the
Siemens AG high-speed
passenger rolling stock

50.1
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Appendix 22 (continued). Results of the implementation of the 2008 investment budget
of JSCo «Russian Railways», RUB mln
1

2

3

4

5

6

7

8

Oil transport to China
(Phase 2)

9 765.9

9 765.9

8 935.2

–830.7

91.5

–830.7

91.5

Development of the railway
infrastructure approaching
the Kozmino Bay to allow
oil transportation

350.0

350.0

300.9

–49.1

86.0

–49.1

86.0

Construction of an additional
main track on the Moscow–
Krukovo section

1 535.3

800.4

800.0

–735.3

52.1

–0.4

100.0

Reconstruction of the
Komsomolsk-on-Amur–
Sovetskaya Gavan section,
involving construction of the
new Kuznetsovsky Tunnel
(design and exploration work)

2 580.1

2 580.1

1 790.2

–789.9

69.4

–789.9

69.4

Construction of an additional
main track on the Moscow –
Kuskovo section

1 076.0

1 076.0

998.9

–77.1

92.8

–77.1

92.8

Comprehensive reconstruction
of the Kotelnikovo –Tikhoretsk –
Crimea section bypassing
the Krasnodar hub

5 401.0

5 401.0

5 401.0

0.0

100.0

0.0

100.0

Construction of a high-speed
passenger trunk line between
Moscow and St. Petersburg
(design and exploration work)

682.0

682.0

252.2

–429.8

37.0

–429.8

37.0

Electrification of the Syzran –
Sennaya section

11 500.0

10 317.1

10 232.6

–1 267.4

89.0

–84.5

99.2

Construction of a new
section of the Yaiva –
Solikamsk line, bypassing the
technogenic disaster area

3 000.0

3 000.0

2 390.9

–609.1

79.7

–609.1

79.7

Mitigation of the consequences
of an earthquake in the
Nevelskiy District, the Sakhalin
Region (reconstruction of
local railway infrastructure)

392.6

366.4

366.4

–26.2

93.3

0.0

100.0

Construction and reconstruction
of engineering structures

34 938.7

35 181.7

34 850.8

–87.9

99.7

–330.9

99.1

Automation of transport
control systems

14 201.0

14 351.0

14 269.3

68.3

100.5

–81.7

99.4

Implementation of resource
efficient technologies
in rail transport

4 966.5

4 937.8

4 836.3

–130.2

97.4

–101.5

97.9

Implementation of an
automated system of passenger
registration and monitoring

1 718.3

1 718.3

1 771.4

53.1

103.1

53.1

103.1

Development of regular
traffic between Moscow and
Sheremetyevo Airport

1 589.0

2 100.0

2 100.1

511.1

132.2

0.1

100.0

Establishment of a network
of warehouses for temporary
storage of goods

266.2

266.2

260.2

–6.0

97.8

–6.0

97.8

Research & Development

2 176.0

2 176.0

1 595.8

–580.2

73.3

–580.2

73.3
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Appendix 22 (continued). Results of the implementation of the 2008 investment budget
of JSCo «Russian Railways», RUB mln
1

2

3

4

5

6

7

8

Implementation of automated
systems of commercial
energy accounting for
retail energy markets

2 244.2

1 644.2

1 644.0

–600.1

73.3

–0.1

100.0

Introduction of the rapid
suburban passenger service
between Moscow – Mytishchi –
Pushkino – Bolshevo

623.0

623.0

619.5

–3.5

99.4

–3.5

99.4

Construction and
reconstruction of technical
facilities and utilities

1 500.0

1 500.0

1 390.5

–109.5

92.7

–109.5

92.7

Renovation and comprehensive
reconstruction of tracks

42 152.2

42 152.2

38 561.5

–3 590.7

91.5

–3 590.7

91.5

Implementation of automated
systems of commercial
energy accounting in
JSCo «Russian Railways»

2 354.9

2 954.9

2 948.8

593.9

125.2

–6.1

99.8

Acquisition of cargo vehicles
for cargo handling using powerdriven freight-handling sections

400.0

400.0

399.8

–0.2

99.9

–0.2

99.9

Outfitting the meteorological
service of JSCo «Russian
Railways» with state-of-the-art
prototype equipment

209.3

209.3

209.3

0.0

100.0

0.0

100.0

Development and reconstruction
of the communication
facilities of the technological
segment communications
network (Phase 3)

500.0

500.0

493.7

–6.3

98.7

–6.3

98.7

Improvement of
hydrometeorological services
provided to operating
units (track and structure
maintenance division)

7.9

7.9

7.9

–0.1

99.4

–0.1

99.4

1 695.0

374.9

–1 320.1

22.1

–1 320.1

22.1

0.0

–210.0

0.0

0.0

Renovation of passenger cars
1 695.0
by implementing safety control
systems outfitted with diagnostics
and communications tools
Passenger service on
the Presnya — Kanatchikovo
section of the Inner
Moscow Railway Ring

210.0

Railway infrastructure
development within the
Sochi 2014 Olympics*

6 400.0

6 400.0

5 406.7

–993.3

84.5

–993.3

84.5

Renovation of the rolling stock
of JSCo «Russian Railways»

93 359.3

95 701.9

89 512.1

–3 847

95.9

–6 189.8

93.5

Traction rolling stock

38 724.1

38 724.1

35 136.7

–3 587.4

90.7

–3 587.4

90.7

Freight stock

17 868.1

20 210.7

18 194.3

326.2

101.8

–2 016.4

90.0

Passenger stock

23 395.9

23 395.9

23 361.1

–34.8

99.9

–34.8

99.9

Multiple-unit stock

13 371.2

13 371.2

12 820.0

–551.2

95.9

–551.2

95.9
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Appendix 22 (continued). Results of the implementation of the 2008 investment budget
of JSCo «Russian Railways», RUB mln
1

2

3

4

5

6

7

8

Divisional projects

94 708.2

95 602.7

93 995.1

–713.1

99.2

–1 607.6

98.3

Track and structure
maintenance division

8 694.7

8 844.7

8 668.4

–26.4

99.7

–176.4

98.0

Transportation division

19 602.2

19 702.2

18 637.7

–964.5

95.1

–1 064.5

94.6

Enhancing traffic safety
(without two-sided
automatic block signal)

6 237.0

6 137.0

6 143.3

–93.7

98.5

6.3

100.1

Automatics and
telemechanics division

7 172.6

7 172.6

7 161.7

–10.9

99.8

–10.9

99.8

Electrification and energy
supply division

7 707.7

7 707.7

7 699.4

–8.3

99.9

–8.3

99.9

Division for suburban
passenger operations

7 317.8

7 381.5

7 681.7

363.9

105.0

300.2

104.1

Division for long-distance
passenger operations

4 960.6

4 960.6

4 537.6

–423.0

91.5

–423.0

91.5

Locomotive division

5 037.2

5 037.2

4 889.2

–148.0

97.1

–148.0

97.1

Rolling-stock division

2 280.7

2 280.7

2 261.3

–19.4

99.1

–19.4

99.1

Freight and commercial
operations division

1 258.8

1 258.8

1 235.5

–23.3

98.2

–23.3

98.2

Civil defense facilities

823.3

823.3

792.9

–30.4

96.3

–30.4

96.3

Communications and
computer technology division
of (upgrading and technical
radio communications)

1 405.4

1 405.4

1 397.5

–7.9

99.4

–7.9

99.4

Upgrading hazardous facilities

874.7

993.1

948.4

73.7

108.4

–44.7

95.5

Anti-terrorist activities

761.5

761.5

656.2

–105.3

86.2

–105.3

86.2

Environmental safety

725.6

725.6

716.2

–9.4

98.7

–9.4

98.7

Procurement division

268.3

268.3

261.4

–6.9

97.4

–6.9

97.4

Renovation of fire trains
facilities

79.5

79.5

70.6

–8.9

88.9

–8.9

88.9

Reconstruction of railways
in the Chechen Republic

528.1

528.1

527.5

–0.6

99.9

–0.6

99.9

Projects for the renewal
of the fixed assets of branches

12 084.2

12 925.2

12 940.4

856.2

107.1

15.2

100.1

Social development projects

6 888.3

6 609.7

6 768.1

–120.2

98.3

158.4

102.4

Contributions to the charter
capital of joint-stock companies

1 582.0

1 582.0

1 257.7

–324.3

79.5

–324.3

79.5

Acquisition of the shares
of third parties

2 230.0

2 230.0

805.1

–1 425

36.1

–1 424.9

36.1

4 000.0

4 000.0

1 009.2

–2 991

25.2

–2 990.8

25.2

In addition:
External target investment
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Appendix 23. Key indicators for passenger operations (total)
Indicator

2003

2004

2005

2006

2007

2008

Total passenger traffic,
mln passenger-km

157 573

150 911

170 896

177 832

174 085

175 872

157 573

146 370

165 949

173 725

169 960

168 272

4 540

4 947

3 928

3 810

7 300

Other carriers

0

179

315

300

Toll traffic, mln

19282

18086

18292

19828

including carriers:
JSCo «Russian Railways»
Subsidiaries and affiliates

Passengers dispatched, '000

1 303 534

978 309

1 319 786

1 346 707

1 281 946

1 295 568

JSCo «Russian Railways»

1 303 534

908 456

1 234 967

1 264 799

1 199 591

1 136 114

69 853

84 819

81 624

81 862

158 981

493

473

Subsidiaries and affiliates
Other carriers

0

Capacity utilization, %
Suburban car occupancy,
passengers per car
000' car-kilometers

5 501 263

5 712 485

5 822 924

5 937 696

6 017 582

5 950 713

Passenger operations

45.5

57.4

77.5

97.7

109.7

135.2

Luggage operations

2.1

2.4

3.0

3.7

3.8

4.3

Mail transportation

0.4

0.4

0.6

0.7

1.0

1.2

Passenger services

2.7

3.7

5.6

6.7

8.3

9.7

TOTAL income

50.7

63.9

86.7

108.8

122.8

150.4

157.1

180.0

224.1

Average travel distance, km
Income, bln RUB

Expenses, RUB'000
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Appendix 24. Key indicators for passenger operations (long distance)
Indicator

2003

2004

2005

2006

2007

2008

Total passenger traffic,
mln passenger-km

109 439

114 596

118 941

124 983

128 118

129 146

109 439

114 596

118 941

124 561

127 429

128 440

243

374

406

0

179

315

300

including carriers:
JSCo «Russian Railways»
Subsidiaries and affiliates
Other carriers
Toll traffic, mln
Passengers dispatched, '000

126 883

132 499

134 162

135 966

136 650

135 665

JSCo «Russian Railways»

126 883

132 499

134 162

134 925

135 003

133 881

Subsidiaries and affiliates

757

1 154

1 311

Other carriers

284

493

473

Capacity utilization, %

70

71

70

73

74

75

000' car-kilometers

3 858 770

4 037 256

4 185 213

4 279 420

4 349 638

4 319 681

Average travel distance, km

863

865

887

919

938

959

Passenger operations

39.7

50.0

60.2

75.6

89.6

115.5

Luggage operations

2.1

2.4

3.0

3.7

3.8

4.3

Mail transportation

0.4

0.4

0.6

0.7

1.0

1.2

Passenger services

2.7

3.7

5.6

6.7

8.3

9.7

TOTAL income

44.9

56.5

69.3

86.8

102.7

130.7

113.2

132.2

176.1

Suburban car occupancy,
passengers per car

Income, bln RUB

Expenses, RUB bln
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Appendix 25. Key indicators for passenger operations (suburban)
Indicator

2003

2004

2005

2006

2007

2008

Total passenger traffic,
mln passenger-km

48 134

36 315

51 955

52 849

45 968

46 726

48 134

31 774

47 008

49 164

42 531

39 832

4 540

4 947

3 685

3 436

6 894

19 282

18 086

18 292

19 828

including carriers:
JSCo «Russian Railways»
Subsidiaries and affiliates
Other carriers
Toll traffic, mln
Passengers dispatched, '000

1 176 651

845 810

1 185 624

1 210 740

1 145 296

1 159 903

JSCo «Russian Railways»

1 176 651

775 957

1 100 805

1 129 874

1 064 588

1 002 233

69 853

84 819

80 867

80 708

157 670

Subsidiaries and affiliates
Other carriers
Capacity utilization, %
Suburban car occupancy,
passengers per car

29

22

32

32

28

29

000' car-kilometers

1 642 493

1 675 229

1 637 711

1 658 276

1 667 944

1 631 032

Average travel distance, km

40.9

42.9

43.8

43.7

40.1

40.3

5.8

7.4

17.3

22.1

20.1

19.7

5.8

7.4

17.3

22.1

20.1

19.7

34.4

38.0

43.9

47.8

48.0

Income, bln RUB
Passenger operations
Luggage operations
Mail transportation
Passenger services
TOTAL income
Expenses, RUB bln
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Appendix 26. Human resources of JSCo «Russian Railways»
Indicator

January 1,
2005

January 1,
2006

January 1,
2007

January 1,
2008

January 1,
2009

Staff of JSCo «Russian Railways» (including
private education and health-care institutions)

1 556 708

1 437 040

1 360 232

1 308 088

1 261 847

Staff of JSCo «Russian Railways»

1 451 475

1 331 429

1 256 571

1 207 490

1 165 687

98.6

98.0

97.6

97.2

Staffing level in JSCo «Russian Railways», %

98.8

Staff educational level:
•

% of employees with a higher education

13.4

14.0

15.0

16.3

17.3

•

 of employees with a secondary professional
%
education

17.7

17.7

19.3

21.7

22.7

From line 2: Total managers
and specialists of JSCo «Russian Railways»

383 763

314 566

302 586

317 763

321 390

•

Transportation division

48 461

48 009

48 980

53 811

54 737

•

Locomotives division

23 522

23 040

22 444

22 170

21 953

•

Rolling-stock division

15 666

15 522

12 029

11 924

11 134

•

Track-maintenance division

34 872

36 302

36 951

38 303

35 728

•

Automatics and telemechanics division

36 157

33 070

29 098

29 435

29 601

•

Information and communications division

19 051

26 170

29 159

32 809

31 573

•

Energy supply division

19 608

20 077

19 893

20 204

19 654

•

Freight and commercial operations

6 069

7 159

5 735

5 299

5 044

•

Long-distance passenger operations

12 505

13 177

14 002

15 450

17 824

•

Suburban passenger operations

3 301

3 279

4 017

6 912

7 252

Staffing level for positions requiring a higher
education or a secondary professional
education in JSCo «Russian Railways», %

95.0

98.2

98.4

99.1

100.2

•

Transportation division

99.5

100.6

102.9

102.9

103.9

•

Locomotives division

99.0

99.1

101.8

101.1

101.6

•

Rolling-stock division

98.7

99.2

100.1

100.6

106.3

•

Track-maintenance division

98.6

99.4

100.1

100.6

100.4

•

Automatics and telemechanics division

97.7

98.7

99.1

99.8

98.8

•

Information and communications division

98.1

100.1

103.0

98.1

98.8

•

Energy supply division

98.3

99.0

99.0

99.0

98.0

•

Freight and commercial operations

99.2

99.9

109.6

103.5

102.8

•

Long-distance passenger operations

98.2

98.8

97.3

98.3

100.0

•

Suburban passenger operations

98.2

98.1

99.6

99.7

101.5

Executives subordinate to the management
of JSCo «Russian Railways»

2 295

1 293

1 423

1 456

1 481

Executives subordinate to railway directors

9 299

13 288

12 300

10 019

9 146
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Appendix 26 (continued). Human resources of JSCo «Russian Railways»
Indicator
Executives subordinate to railway
division managers

January 1,
2005

January 1,
2006

January 1,
2007

January 1,
2008

January 1,
2009

17 509

16 455

15 707

18 455

17 658

892

1 091

839

1 364

Executives subordinate to the managers
of the functional branches and structural
divisions of JSCo «Russian Railways»
Middle managers

42 941

40 477

39 858

40 482

40 548

Total foremen (including chief foreman)

27 203

26 566

25 076

24 711

23 392

Staffing level for engineer positions
(higher education), %

92.5

98.4

99.8

101.4

Staffing level for technician positions
(secondary professional education), %

150.5

148.1

139.9

140.0

5.3

5.6

7.1

7.4

123 302

156 990

176 545

177 069

47 869

53 410

81 035

91 801

114 179

Executives subordinate to the management
of JSCo «Russian Railways»

645

341

527

431

364

Executives subordinate to railway directors

2 506

3 620

3 623

3 238

2 429

Executives subordinate to railway
division managers

4 154

3 261

3 501

4 758

4 503

Executives subordinate to the managers
of the functional branches and structural
divisions of JSCo «Russian Railways»

645

317

790

475

712

Railway directors

4

4

2

5

2

First deputy railway directors

5

2

1

3

3

Chief engineers of the railways

1

1

2

6

3

Deputy railway directors

58

48

25

40

28

Service directors

135

140

109

111

92

Managers of railway divisions

25

21

15

20

17

107

118

120

40

40

40

40

35.8

35.4

35.1

34.8

Manager/specialist turnover rates, %

5.4

New hires of JSCo «Russian Railways»
Appointed in the reporting year:
Managers and specialists

Executives subordinate to the management
of JSCo «Russian Railways» who have
academic titles or degrees
Employee average age, years
Women, %

40
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Appendix 27. Work safety indicators of JSCo «Russian Railways» in 2003 through 2008
Indicators

2004

2005

2006

2007

2008

Expenses on work safety arrangements
for all sources of funding (million rubles), including:

6 396.6

6 804.6

6 916.4

7 581.5

8 630.7

Expenses on working clothes, safety shoes
and other personal protective equipment

1 826.3

1 875.2

1 926.3

2 285.1

2 625.9

6.4

7.6

Expenses on work safety arrangements
per each employee, average for
JSCo «Russian Railways», thousand rubles
Expenses on work safety arrangements
per each employee, average for the
railway network, thousand rubles

5.1

5.5

5.8

6.6

8.1

Amount of funding under the Program
for Improving Working Conditions
and Work Safety, billion rubles

1.5

1.9

1.4

1.7

2.0

Sanitary maintenance buildings and premises
built, reconstructed and repaired

543

325

335

706

292

1024

1450

5810

5073

Heating places and eating rooms built,
reconstructed and repaired
Locomotive booths provided with
extra strong glass

399

2 190

1 009

1 090

1 661

Locomotive booths provided with
vibration-resistant driver’s seats

1 716

1 379

960

949

1 755

Air purifiers installed

172

162

403

238

120

Dry-cleaning machines installed
to clean working clothes

50

57

54

59

47

Industrial washing machines installed

33

67

103

110

Heat shield sets installed

24

258

199

156

Occupational Safety technology suites
acquired for the electrification, energy supply,
automatics, teleautomatics, communications
and computer technology divisions to protect
employees against electric trauma

1 056

742

929

1 188

1 076

Computer-based training and examination
sets supplied for work safety purposes

32

60

75

69

69

202

392

257

294

111

138

Training facilities supplied for
practicing first-aid measures
Modular heating places provided
for the employees of the railway car
and transport management divisions
Number of people injured in accidents

1 049

922

757

751

649

Number of people killed in accidents

106

98

96

95

80

Number of people injured in accidents per
1,000 employees (general acc. rate)

0.71

0.64

0.56

0.62

0.54

Number of people killed in accidents per
1,000 employees (fatal acc. rate)

0.07

0.07

0.07

0.08

0.07

Number of working places assessed
for compliance with the requirements
for working conditions

149 493

137 234

100 169

81 813

86 288

Number of employees who completed
a course or received other professional
training in work safety

12 076

13 026

11 820

13 441

15 003
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Appendix 28. Dynamics of Company's major other income in 2004–2008 (RUB bln)
2004

2005

2006

2007

2008

61.1

76.7

77.4

149.8

216.6

Sale of assets

24.4

45.4

23.3

36.2

129.9

Recording consumables and spare parts
removed from fixed assets upon rehabilitation
(repairs, modernization, reconstruction)

2.9

5.0

12.1

Difference between the monetary value of the
contribution and the book value of the property
contributed to the charter capital

0

1.5

16.2

67.3

17.4

Reversal of valuation reserves

0.3

0.03

0.6

6.8

9.9

Fines, penalties, forfeit, and other sanctions
received or recognized by debtors for
breaching economic contracts

6.1

6.0

6.0

6.5

6.6

Exchange gains/losses from duly revaluation of assets
and liabilities denominated in foreign currency

1.7

1.0

2.0

2.1

3.9

Targeted financing provided by the budget
and the state extra-budgetary funds

2.7

1.6

1.6

12.8

21.4

including the federal budget

0.03

0.03

0.03

10.9

19.4

the regional budgets

2.7

1.6

1.5

1.9

2.0

Other

22.9

16.1

15.6

18.1

27.5

TOTAL OTHER INCOME
of them:

Appendix 29. Dynamics of Company's major other expenses in 2004–2008 (RUB bln)
2004

2005

2006

2007

2008

89.2

109.7

89.0

97.4

228.2

Interest payable

1.7

3.2

4.2

3.8

10.7

Sale of assets

22.7

44.6

22.3

30.0

120.6

Taxes not related to ordinary activities

13.2

15.4

0.3

0.3

0.5

Creation of valuation reserves

7.0

0.7

7.0

10.2

0.4

0.3

0.5

4.2

TOTAL OTHER EXPENSES
of them:

Difference between the current market value
of financial investments (for which the
market value is determined) as of the balance
sheet date and the previous value
Exchange gains/losses from duly revaluation of assets
and liabilities denominated in foreign currency

1.9

1.0

0.6

0.9

25.5

Allocation of funds (fees, payments, etc.)
to maintain health-care facilities, educational
establishments, cultural and sports facilities,
preschools, children's recreation camps and other.

6.5

11.2

8.7

10.8

12.3

Expenses related to housing transferred to municipalities

4.1

2.3

0.3

0.1

0.02

Encumbered housing and utility assets held by JSCo «RZD»

3.7

1.3

0.3

0.1

0.05

Social policy-related costs

7.5

9.5

15.8

14.0

14.9

Other

20.8

20.4

29.1

26.6

38.9

Result from other income and expenses

–28.1

–33.1

–11.6

52.4

–11.6
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Appendix 30. Taxes and mandatory payments to budgetary
and extra-budgetary funds of the Russian Federation (RUB bln)
Description

2004

2005

2006

2007

2008

(+/–) 2008 (+/–) 2008
to 2007
to 2007

Total taxes and levies

139.7

188.0

180.6

179.2

184.5

5.3

103

35.1

78.9

52.7

41.0

25.0

–16.0

61

Value added tax

31.0

72.2

41.9

32.7

15.4

–17.3

47.1

Income tax

3.1

6.6

10.7

8.3

9.5

1.2

114.9

Regional and local budgets

53.1

58.8

74.9

75.8

85.9

10.1

113.3

Income tax

14.2

17.7

28.8

22.5

24.7

2.2

109.6

Personal income tax

23.9

26.3

28.6

32.8

40.5

7.6

123.3

Property tax

13.2

13.4

16.1

18.6

18.9

0.3

101.5

Land tax

0.8

1.0

1.1

1.5

1.7

0.2

113.9

Mandatory social insurance funds

51.4

50.4

53.0

62.4

73.6

11.3

118.1

Unified social tax

50.2

48.9

51.7

60.9

71.8

10.9
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Accident insurance fund

1.2

1.5

1.3

1.5

1.8

0.3

121.7

including:
Federal budget
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of them:
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All photos presented in the Annual Report 2008 were taken within the framework of a joined
JSC «Russian Railways» and Anton Lange's project «Russia through a train window».
© JSC «Russian Railways», Anton Lange

