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Budget spending rules must be eased to allow urgent investment in Russia's crumbling road
system, the Economic Development Ministry said.

"The condition of our roads will soon undermine all our efforts to improve the investment
climate," Economic Development Minister Andrei Belousov said in an interview with
Vedomosti on Thursday.

Current budget rules forbid releasing oil revenues for infrastructure projects until
the national reserve fund, a kind of rainy day piggy bank, reaches 7 percent of GDP.

After that point, half of oil revenues will be diverted to infrastructure projects while
the remainder is put into the National Reserve Fund.

Belousov said he wants the extra funds to be released once the reserve fund has reached just 5
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percent of GDP.

"From the point of view of risks to the budget system, 7 percent and 5 percent are one and the
same. But for those 2 percent of GDP we could shorten construction and reduce bottle necks,"
he said.

Prime Minister Dmitry Medvedev's spokeswoman Natalya Timakova said both Medvedev
and President Vladimir Putin backed the current rules. Putin's spokesman Dmitry Peskov said
the issue was "under development."

The reserve fund held 1.9 trillion rubles ($60 billion), or about 3 percent of GDP, as of Dec. 1.
The Finance Ministry estimates it will reach 7 percent of GDP by 2017 and 5 percent as early as
2014, assuming oil prices remain within budget estimates.

Defenders of the 7 percent limit say the reserve fund is needed to insure the country against
possible economic shocks.

Russia ranks 100th out of 142 countries in terms of quality of infrastructure and 130th for road
quality on the World Economic Forum's ranking of economic competitiveness.

The federal government spent 392 billion rubles on road building and upkeep in 2012, and it
plans to spend 450 billion in 2013.
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