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The article addresses the defining role of multi-apartment housing construction in improving the living conditions
of the population of the Russian Federation. This role requires solving the problems of choosing rational construc-
tion, architectural and economic solutions. The article analyzes problems of transition from shared equity con-
struction, associated with high risks accompanying this mechanism of organization of housing construction fi-
nancing, to project financing. The author demonstrates objective transition difficulties for the population, banks
and developers. At the first stage, these fundamental transformations led to a significant reduction in construc-
tion, a slowdown in housing construction, and a decrease in the number of construction permits issued. The ope-
rational statistical information presented in the article indicates that in the second half of 2021, that is, two years Belkina
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mproving the living conditions of the population is is significantly higher (30.5 % in Germany, 30.25 %
one of the main tasks set by the world community, in Italy, 27.8 % in the USA) [1].
having fixed it in the system of the Millennium One of the most important directions of reforming
Goals' and in the Sustainable Development Agenda?, the housing sector and the formation of a civilized
aimed at ensuring access for all to adequate, safe housing market is the transition in 2019 to a new sys-
housing, basic services and landscaping by 2030. tem of financing multi-apartment housing construc-
For Russia, the severity of the housing problem tion (project financing). In the process of improving
has not weakened for many years, although the task the living conditions of the population, the role of
of improving the housing stock is one of the central multi — apartment housing construction is very high.
ones in almost all program documents adopted by Over the past 10 years, the share of apartments in
the government. apartment buildings in the total volume of commis-
In a study by the Organization for Economic Co- sioning of residential units, including individual resi-
. . o
operation and Development (OECD), which eva- dential buildings, has pgen at least 73 % annually
luates the achievements of countries in the world in (T.a.ble 1. QUt Qf 67'5 m'”'Oﬂ_ there are m9re than 62
) . . ) million residential units forming the housing stock of
terms of the well-being of their population, housing . ) )
L o Russia — these are apartments in apartment buil-
conditions are measured by three complex indica- ) i
dings [2]. And although the volume of construction of
tors: the number of rooms per person (the average L ] ) o :
) individual residential buildings continues to grow ac-
number of rooms per person in a house (apartment), ) . ) )
- ) . - . ; tively, the importance of multi-apartment housing
housing with basic utilities, housing costs (the ratio ) )
¢ ) ) camily ; stock and housing construction does not weaken,
of housing COST? and net adjusted family mcomela ) and requires the search for rational construction, ar-
ter taxgs). Russia ranks Ilast amgng tlhe Torty Ieadln.g chitectural and economic solutions.
countries of the world in the first indicator, 37 in One of the acute problems of multi-apartment
.the second, and fifth in th? '?“ - However, taking housing construction in the post-perestroika period
into acgount the absolute indicators of househgld was the organization of construction financing.
expenditures, we can say that the share of housing In world practice, housing construction is usually
and communal services in them is correspondingly financed by banks, that is, the mechanism of bank pro-
very insignificant. The share of housing construction ject financing is used. In Russia, with the actual with-
costs in the total gross fixed capital accumulation in drawal of the state from the industry, the main tool for
2019 in Russia was 13.2 %, which cannot be consid- solving the housing problem has become the mecha-
ered sufficient, especially in comparison with deve- nism of shared-equity construction, that is, direct at-
loped economies, where the value of this indicator traction of citizens’ investments in construction, which
1 The Millennium Goals. URL: https://www.un.org/ru/millenniumgoals/ (Accessed: October 15, 2021).
2 The Sustainable Development Agenda. URL: https://www.un.org/sustainabledevelopment/ru/progress-report/ (Accessed: 15.10.2021).
3 The better life index. (The OECD Better Life Index). URL: https://oecdru.org/betlife.html (Accessed: November 27, 2021). >
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Table 1. Commissioned housing

Years 2011 2015 2016 2017 2018 2019 2020
Comm|33|0ned housing, number of residential 717 1195 1167 1139 1076 1120 1122
units, thousands

The share of residential units in apartment

buildings in the total number of commissioned 73.2 77.2 78.5 78.6 78.3 75.3 73.4
residential units, %

is rarely used in the world. For developers at the beginning of the pe-
restroika period, it created a unique and unigue opportunity in the con-
ditions of an undeveloped banking system to receive an interest-free
loan from an interest-holder for the entire construction period. For an
equity investor (buyer) with a low income level, it was also practically
the only chance to purchase housing at an early stage of construction
(“pit stage”) at a cost 20-40 % lower than the cost of a finished apart-
ment. It was this circumstance that ultimately outweighed the obvious
risks associated with the termination of construction, the ruin of con-
struction companies, fraud and other problems that inevitably accom-
pany this housing finance mechanism.

As for the legal framework for shared-equity construction, it
was not sufficiently developed and home buyers often suffered sig-
nificant losses of various kinds as a result.

The law designed to protect shareholders was adopted on De-
cember 30, 2004 by Federal Law No. 214 “On Participation in
the Shared Construction of Apartment Buildings and Other Real
Estate Objects and on Amendments to Certain Legislative Acts of
the Russian Federation™. However, cases of fraud, which became
especially frequent after 2008, testified to the insufficiency of state
regulation of this sphere, despite the adoption of the law. In the fall
of 2017, the “Fund for the Protection of the Rights of Shareholders”
was registered to check the financial stability of developers and

monitor their work. On the basis of the Fund, a compensation fund
was formed for the completion of houses for defrauded sharehol-
ders. In 2019, they began to maintain a unified register of proble-
matic objects. The register includes all objects for which develo-
pers delayed construction or were late with the transfer of keys to
shareholders for more than six months. Objects are included in
the list automatically if the developer has not posted the necessary
documents on the completion of construction or other stages of
work in the Unified Information System of housing construction®.

Despite all the measures taken, at the end of 2021, 2,564 hou-

ses were listed in the register of problematic objects, the living area
of which amounted to almost 15.4 million square meters (Table 2)°.

The Federal Law No. 478-FZ dated 25.12.2018 “On Amend-

ments to the Federal Law “On Participation in the Shared Construc-
tion of Apartment Buildings and Other Real Estate Objects and on
Amendments to Certain Legislative Acts of the Russian Federation”,
which entered into force on July 1, 2019, should finally solve
the problem of deceived shareholders’.

According to this law:

e since July 1, 2019, Russian developers have stopped attrac-
ting money from shareholders directly. Funds, since the buy-
ers of apartments invest, it became necessary to keep on
escrow accounts;

Table 2. Problematic housing construction projects (as of December 24, 2021)

Total
Progress in solving the housing problem Livi
Number of houses Number of developers ving area,
thousand sg. m
The overall result 2,564 975 15,383
Bankruptcy“proceedmgs have been |n|t‘!ated in accordance with Federal Law 1,777 592 10317
No. 127 — “On Insolvency (Bankruptcy)
And a different bankruptcy procedure has been launched in accordance with 132 2 459
Federal Law No. 127-FZ
Construction completion deadlines have been violated for more than 6 months 363 205 2,237
The deadlines for the transfer of the shared-equity construction object for more 292 156 2377
than 6 months have been violated

4 On housing construction in the Russian Federation in 2020. URL: https://rosstat.gov.ru/storage/mediabank/VIz36soXi/jil-str_2020.pdf (Accessed: October 22, 2021).

5 On Participation in the Shared Construction of Apartment Buildings and Other Real Estate Objects and on Amendments to Certain Legislative Acts of the Russian Federation : Federal
Law dated 30.12.2004 No. 214-FL. Information and legal base “Consultant Plus”. URL: http://www.consultant.ru/document/cons_doc_LAW_51038 (Accessed: November 23, 2021).

6 The Ministry of Construction of the Russian Federation. Unified information system of housing construction. URL: Haw.gom.pd

7 Problematic objects of housing construction. URL: https://www.minstroyrf.gov.ru/problem-objects (Accessed: November 23, 2021)
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® housing construction must be carried out at the expense of

bank loans to the developer: project support;

e developers can use the funds of shareholders only after

the commissioning of the facility;

in some cases, it was allowed to finish building houses accor-
ding to the old scheme of attracting citizens’ funds, if they meet
the criteria established in this regard by the legislation.

The housing market has adopted the new financing system with
great caution. As a result, the volume of housing commissioning in
2019 turned out to be significantly lower than the targets of the na-
tional project “Housing and Urban Environment”®. The pandemic of
a new coronavirus infection has worsened the situation. The grea-
test decline in business activity was noted in the second quarter
of 2020. Experts drew attention to the unwillingness of all parties
involved in construction to switch to a new model of financing con-
struction projects. They believed that the developers were not
ready, because it would be more expensive for them to finance
(and, besides, they then need to put their accounts in order so that
it becomes clear to banks and transparent). Banks are not very
ready, because they do not fully understand the risks of such len-
ding, and they do not yet have enough competencies and specia-
lists who can control the construction process, read project docu-
mentation, and so on. And potential buyers of housing are not
ready, because they are afraid that it will be more expensive for
them ®.

Indeed, the turn to new technologies was so decisive that it led
to a reduction in the so-called “construction backlog” or the on-
going construction of residential buildings. The volume of current
construction in 2020 decreased by 20 million square meters of total
area [3] (Table 3). At the same time, it is especially significant in
the Central and North-Western Federal Districts.

The main reasons for the reduction in current construction and
the slowdown in the pace of housing commissioning were as follows.

¢ not all developers had sufficient own funds, the availability of

which was required by banks to start lending projects;

e low-margin projects, of which there are especially many in

the regions, did not find credit support;

* investors showed a certain caution when concluding contracts,

which was explained by the novelty of the financing mechanism;
¢ the competitive environment in the field of housing construction
has weakened, which is due to theleaching of small and

Table 4. Number of construction permits issued

Table 3. Apartment buildings under construction in accordance with
Federal Law No. 214-FZ of December 30, 2004, (total area in sq. m)

Region 01/01/2020 01/01/2021
Russian Federation 169,784,148 149,374,263
Central Federal District 61,333,050 55,546,196
Northwest Federal District 32,763,849 25,973,446
Southern Federal District 21,287,861 18,196,547
North Caucasian Federal District 3,279,908 2,796,688
Volga Federal District 23,098,076 20,956,786
Ural Federal District 11,495,517 10,197,197
Siberian Federal District 13072 788 11,933,339
District Far Eastern Federal District 3,453,099 3,774,064

medium-sized construction business from the market, which
does not always meet the requirements of banks in its character-
istics.

Evidence of a clear problem in housing construction at
the same time was a reduction in the total number of construction
permits issued (Table 4).

This was due to the fact that despite the increase in the number
of construction permits involving the use of escrow accounts, they
were not issued enough to compensate for the drop in the number
of construction permits without the use of escrow accounts™. The
reason was that many developers could not get permission to erect
an object within the framework of project financing due to the inabil-
ity to fulfill a number of requirements, among which the following
were the main ones:

e confirm the presence of at least 10 % of the total cost of

the object being built;

® do not have current delinquencies on targeted loans and credits;

e have in the arsenal of the company at least one successfully

implemented construction project with an area of at least
5,000 square meters and others.

Construction permits 31/12/2019 30/06/2020 31/12/2020 30/06/2021 30/12/2021
All mechanisms, including 7,013 6,454 5,802 6,194 6,181

The use of escrow accounts 1,831 2,511 3,230 4,390 4,956
Payments to the compensation fund 4,110 3,261 2,089 1,446 926
Without raising citizens’ funds as of

01/07/2019 1,072 682 483 358 299

8 On Amendments to the Federal Law “On Participation in the Shared Construction of Apartment Buildings and Other Real Estate Objects and on Amendments to Certain Legislative
Acts of the Russian Federation” and “Certain Legislative Acts of the Russian Federation” : Federal Law dated 25.12.2018 N 478-FZ. Information and legal base “Consultant Plus”. URL: http://
www.consultant.ru/document/cons_doc_LAW_314260 (Accessed: November 23, 2021).

9 National project “Housing and Urban Environment”. URL: https://www.minstroyrf.gov.ru/trades/natsionalnye-8proekty/natsionalnyy-proekt-zhilye-i-gorodskaya-sreda (Accessed:
September 5, 2021)

10 Current construction. Unified information system of housing construction URL: Halu.fjoM.pd/aHanuTuka/nokasarenm xunuLiHoro_ctpoutenscrea (Accessed: November 23, 2021). >
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Despite the difficulties of the transition, the mechanism of pro-
ject financing was gradually mastered by developers and banks.
Positive changes were outlined in the 2nd quarter of 2021.

In this critical situation, the state supported the construction in-
dustry and subsidized mortgage rates (up to 6.5 % per annum),
rates on loans from developers, individual groups of home buyers
(large families, etc.), and also allocated funds for the purchase of
housing from developers by local authorities.

In the second half of 2021, the trend of reducing current con-
struction was broken. As of November 1, 2021, housing commissio-
ning in the territory of the Russian Federation amounted to 72.5 mil-
lion square meters, which is 31.9 % higher than in the same period in
2020, of which apartment buildings — 31.8 million square meters,
which is 22.6 % higher than in the same period in 2020, residential
housing — 40.7 million square meters, which is 40.1 % higher than in
the same period in 2020. By the end of the 3rd quarter of 2021. The
number of applications for project financing received by banks has
increased by 1.7 times compared to the same period last year,
the number of approved applications has more than doubled.

The transition to project financing turned the housing market
upside down and ensured its stability during the economic crisis
caused by the pandemic. Largely thanks to credit lines, developers
managed to hold on in the spring of 2020, when demand sharply
decreased due to the pandemic'.

Fears about a decrease in the volume of housing commission-
ing and demand for it are gradually dissipating. Moreover, there are

a number of indisputable advantages of project financing. They are
as follows.

e due to the use of escrow accounts, the risks of home buyers
at the construction stage have decreased;

® the transition to new rules in housing construction has pro-
vided developers with the opportunity to have a reliable fi-
nancing channel independent of the housing market;

¢ the growth of citizens’ funds in escrow accounts allows banks
to set reduced rates on loans to developers;

e the introduction of new rules for financing construction has
become one of the factors of the revival of multi-apartment
construction;

e developers build faster so as not to lose the money of share-
holders on escrow accounts;

e companies with financial stability and capable of ensuring
the quality of construction are being formed in regional markets.
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HoBble MHCTpyMeHTbI huHaHCUpoBaHUA
XUMULLHOro cTpouTenbcTBa B Poccurickon
depepauun: nepeble pe3ynbraTtbl

M nNepcneKT1Bbl

[NokazaHa onpeaensioLLas Ponb MHOFOKBaPTUPHOIO XUIULLIHO-
ro CTPOUTENbCTBA B YyHLLIEHUN YCNOBUIA MPOXKMBAHWS HACeNeHns
Poccuiickon @egepaumn, YTo TPpebyeT pelleHns 3aaay Bbibopa pa-
LIMOHaIbHbIX CTPOUTENBHBIX, aPXUTEKTYPHBIX Y SKOHOMUYECKNX pe-
LeHuin. B cTatbe gaH aHanua npobnem nepexopa OT AONEBOrO
CTPOUTENBCTBA, CBA3AHHOIO C BbICOKMMI PUCKaMK, COMPOBOXXAat0-
LLIMMW AaHHBIA MEXaH13M OpraHv3aLmmn MHAHCUPOBAHNS MXUMNLLL-
HOrO CTPOUTENBLCTBA, K MPOEKTHOMY dOMHaHCKMPOBaHMIo. NokasaHa
0ObEKTUBHOCTb CNOXHOCTEN nepexofa ANA HaceneHus, 6aHKoB
1 3aCTPOMLLIMKOB, YTO NPVBENO Ha MEPBOM 3Tane 3TvX KapavHab-
HbIX NPeobpas3oBaHNii K CYLLECTBEHHOMY COKPALLEHNIO TEKYLLEro
CTPOUTENBCTBA, 3aMEAIEHWIO BBOAA XWIbS, YMEHBLLEHMIO KOSTNYe-
CTBa BblaHHbIX paspeLleHnin Ha CTPOUTENLCTBO. [peacTasneHHas
B CTaTbe OMnepaTtunBHas cTatMcTnyeckas MHAOpMaLs CBUAETENLCT-
BYET, 4TO BO BTOpOW nonosuHe 2021 1., TO eCTb Yepes ABa roga rno-
Cne BCTYNNEHUs B CUNY NPaBOBbIX AOKYMEHTOB O Mepexofe K Npo-
EeKTHOMY (PMHaHCKMpOBaHWIO, CUTyaLma cTana MeHsTbCeA. Beog
XKnnbst Ha 1 HosIBps 2021 I, KOMMYECTBO 3a9BOK Ha MPOEKTHOE K-
HaHCMpOBaHWe, NOCTYNMBLUMX B 6aHKK, MO CPABHEHWIO C TEM Xe
nepvoaoM MPOLLIOrO roAa 3aMeTHO BbIPOCAW. Psa HeoCnopuMbIx
NPEeVMYLLIECTB NPOEKTHOr0 MHAHCUPOBaHWA Nepen AONEeBbIM
CTPOUTENBECTBOM, COPMYNMPOBAHHbIE B CTATbE, MO3BONAOT NPef-
ronaraTb CyLLECTBEHHbI POCT 06bEMOB CTPOUTENLCTBA MHOMOK-
BAPTMPHbIX XKNMbIX AOMOB W B LIEMTOM »KUULLIHOFO CTPOUTENLCTBA.

OTmeYeHo, 4TO Mepexon Ha MPOEKTHOe (hHaHCMPOBaHWe obecne-
YN CTABUNBHOCTb PbIHKA XWMIbsi BO BPEMS SKOHOMUYECKOr0 KpU3K-
ca, Bbl3BaHHOro naxngemuer. Bo mHorom 6naropaps KpeamTHbIM
NVHUAM 3aCTPOMLLMKaM yaanock yaepxxartscs BecHor 2020 roga,
Korfa n3-3a naHaemmn Crpoc PE3KO COKPATUIICS.

Knro4deBble cnoBa: XuinLLHbIA ¢OHA, MHOIrOKBapTUPHOE
JKUINLLIHOE CTPOUTENLCTBO, MMPOEKTHOE (hUHaHCHUPOBaHWe, Jone-
BOE CTPOUTEbCTBO, NaHAeMUs
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