
 

 

ALEX NOVAK CONSULTING 

LEGAL GUIDANCE NOTE RE: INVESTING INTO RUSSIA 

This Guidance Note describes typical investment options available to international investors and 

financiers when doing business with their Russian counterparties. 

The Russian investment projects are usually financed through: 

(1) direct financing/ lending 

(2) joint-ventures 

(3) public-private partnerships (PPP)/ concessions 

This Guidance Note is intended to give a high-level overview of investment alternatives and shall not 

be viewed as a comprehensive study covering all options and legal considerations. We would be happy 

to elaborate further on any of the above options (or structure any combination of the above) at your 

request. 

(A) Direct financing/ lending 

International lending is a well-recognized form of financing of Russian investment projects.  

Russian law does not require any governmental authorizations for a foreign lender to inject 

funds to a Russian borrower (other than currency control administrative formalities of a routine nature 

– such as opening a “transaction passport” with a Russian bank which is a very straightforward process 

handled by the borrower). Russian legislation is also flexible as to the governing law of a loan 

agreement. 

In practice, it is common to document a loan transaction under English law or, in case of Asian 

investors, - Hong Kong law. 

Under a loan transaction, a foreign lender transfers funds to the borrower’s Russian bank 

account which are then used by the borrower to finance its investment projects. When it comes to 

repayment, the borrower transfers each instalment from its Russian bank account directly to the foreign 

lender. Again, such repayment transfers out of Russia do not require obtaining any governmental 

approvals. 

A loan from a foreign lender is customarily secured by a set of security documents such as: 

• guarantees and suretyships from the ultimate owner of the borrower and other entities of the 

borrower’s group of companies; 

• mortgages over the borrower’s immovable assets (buildings, land plots, lease rights); 

• pledges of shares in the borrower; 

• pledges of the borrower’s movable assets/ inventory; 

• account withdrawal agreements and pledges over the borrower’s bank accounts 



 

 

In case of the borrower’s default, the lender may seek interim measures against the borrower, apply 

to international arbitration tribunals or Russian state courts (depending on the dispute venue 

determined in the financing agreements) and enforce security documents. 

(B) Joint-Ventures 

Establishing a joint-venture (JV) is also a well-recognised form of investing into Russian projects. A JV 

is commonly structured in one of the following forms: 

(1) setting up a new Russian company with a Russian partner (typically, for a “greenfield” project 

finance); 

(2) acquiring and/or subscribing to shares in a Russian company (e.g. on a 50%/50% basis with a 

Russian partner); 

(3) setting up an offshore holding vehicle which will own 100% shares in a Russian project company. 

The offshore holding vehicle will be mutually controlled by a foreign investor and its Russian 

partner. 

The latter option allows the parties to apply foreign law (usually, English law) to a shareholders’ 

agreement at the level of offshore holding vehicle. While it is also possible to enter into a shareholders’ 

agreement under Russian law, it is generally viewed in the market that English law allows for greater 

flexibility and protection to a foreign investor. 

When acquiring a controlling or blocking stake in a Russian company, a well-advised foreign investor 

would ensure to amend the company’s charter and enter into a shareholders’ agreement with its 

Russian partner to regulate, among other things: 

• appointment and control of the company’s operational management; 

• approval of investment plan, financial strategy and distribution of profits; 

• appointment of investor’s representative into the company’s board of directors; 

• approval of all material transactions (e.g. disposal of assets, borrowings) by the investor 

The following considerations should also be noted when acquiring a stake in a Russian company: 

• competition law approval would be required should the transaction/ value of assets exceed certain 

thresholds; 

• strategic investments law approval would be required if a Russian company conducts any “strategic” 

activity (as determined by federal law - such as, aircraft manufacturing, oil extraction, mass media, 

nuclear facilities, etc.)  

(C) PPP/ Concessions 

When it comes to large-scale project financing (such as investments into infrastructure, natural 

recourses development, factory construction and manufacturing), foreign investors would naturally look 

into partnering with Russian state institutions or obtaining other forms of governmental support. 



 

 

There are two key federal laws which regulate public-private partnerships in Russia: 

• Federal Law “On Concessions Agreements” (the “Concessions Law”); 

• Federal Law “On Public – Private Partnership, Municipal – Private Partnership in the Russian 

Federation and Amending Certain Legislative Acts of the Russian Federation” (the “PPP Law”). 

The Concessions Law regulates public-private partnership on the basis of concession agreements in 

the following spheres: roads, railway, airpots, ports, vessels, water utilities, waste disposal, electricity, 

medicare, sports, culture, recreation, agriculture, gas supply, etc. 

The PPP Law allows a variety of internationally recognised options for structuring PPP projects, 

namely: 

• BOO “Build-Own-Operate"; 

• DBOO “Design-Build-Own-Operate"; 

• BOOT "Build - Own - Operate - Transfer”; 

• DBOOT "Design - Build - Own - Operate - Transfer”; 

• BOT "Build - Operate- Transfer” 

• DBOT "Design - Build - Operate - Transfer” 

The spheres of application of the PPP Law are generally similar to the spheres of application of the 

Concession Law described above. 

Other forms of state support for foreign investors include: 

• tax incentives and governmental support for priority investment projects; 

• free economic zones, free ports and territories of advancing development; 

• financial and administrative support from state development institutions (Far East Development Fund, 

Russian Direct Investment Fund, etc.) 

*********** 

Alex Novak Consulting would be happy to elaborate further on any of the above investment 

options and tailor them to meet the demands of your investment project. 


