
For many centuries Maslenitsa was 
primarily the time of folk festivities, 
invariably accompanied with feasts, 
games, and horse-riding.
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Russian Survey is intended for foreign readers interested in quality news and analysis of the 
Russian business. The target audience of Russian Survey is the management and personnel 
of international companies, whose business interests already include Russia or who plan to 
expand into Russia, consulting companies and experts planning to work in Russia as well 
as anyone interested in the opportunities offered by Russia’s economy.

What does Russian Survey write about? Lots of things; about problems facing foreign 
investors in Russia and about specific ways to tackle them, various business development 
opportunities that exist in Russia (and there are quite a few of those), business regulations 
including those that directly apply to foreign companies operating in Russia, about how 
foreign nationals living in Russia should handle their personal finance, about the unique 
aspects of doing business in Russia as well as about some fascinating features and quirks of 
the ‘Russian soul’ – national traditions, customs, holidays etc.

What prompted us to come up with the idea for and start publishing Russian Survey? 
First of all we, and ‘we’, in this context, means the ICLC audit firm, member of the Nexia 
International global network of accounting  and consulting firms. Getting a lot of questions 
about doing business in Russia we understand the problems and interests of the target 
audience for Russian Survey. And since our profession is audit and consultancy, we are under 
the obligation to answer the questions posed by our customers. Thus in the process of doing 
our job we often come up with rather unorthodox solutions that we would like to deliver to 
as many readers as possible, while at the same time sharing some other information which 
they might find interesting.

We would appreciate any kind of feedback from you! Please send in questions, suggestions, 
personal opinions and comments about our publication.

Hope you enjoy reading Russian Survey,

General Director of Russian Survey
Dmitry Vinokurov 

RUSSIAN SURVEY



R
U
SSIA

N
 SU

R
V
EY

   |   M
arch

 2
0

11
03

In particular, they are requested to develop 
for Moscow and Moscow region a set of 
specific targets used in the assessment of 
the infrastructure of major financial centres 
in line with the best Russian and European 
indicators before September 30, 2011. 
Moreover, Vladimir Putin, Sergey Sobyanin 
and Boris Gromov should review the existing 
federal, regional and sectoral programs, 
related to the infrastructure development in 
Moscow and the Moscow region, in terms 
of directing these programs towards the 
achievement of key targets.

Some of the planned measures for turning 
Moscow into an international financial 
centre have already been implemented, 
for example, in terms of tax policy. The tax 
on income from the sale of shares in the 
implementation of long-term investment 
has been abolished in Russia since 
January 1, 2011. The government is not 
going to restrict the activities of national 
financial institutions as well. “We do not 
intend to further limit the financial activities. 
On the contrary, we are planning to maximise 
the opportunities available for financial 
institutions”, characterized these trends 
Dmitry Medvedev, “We expect to receive 
significant benefits from the development 
of the Russian financial sector. That’s why I 
want to emphasise that we will not introduce 
special taxes for the financial sector.”

The fact that foreign entities have been 
able to borrow and raise capital in rubles in 
the Russian market since 2011 is another 
practical step in this direction. “This 
project is of global significance and it is an 
important tool for the integration of Russia 
into the global economy, “ the President 
mentioned. He added that Russia is working 
to improve the efficiency of the judicial 
system for finance companies that will work 

on sites of the international financial centre.

From this point of view it is important to 
introduce international financial reporting 
standards. “There should be a venue where 
all the main types of financial instruments 
could be found. It is essential to introduce in 
a timely manner what we have been trying 
to introduce for the last few years, namely: 
international financial reporting standards 
for issuers and for regulatory and tax 
authorities “, said the President.

Furthermore, in late February Prime 
Minister Vladimir Putin signed the 
Regulation on the recognition of IFRS and 
the explanations for their application in 
Russia. This document is to be passed in 
accordance with the Law on consolidated 
financial statements. Another important 
detail is that the State Duma of the Russian 
Federation approved the first reading of the 
draft law on accounting, related to the new 
rules governing the accounting in Russia. A 
significant part of this project speaks in favor 
of unification of the Russian accounting 
system with the IFRS. 

You can find out more in section “Main”, 
page 04

The increase in the rates of social insurance 
contributions in Russia since 2011 is still 
the most pressing issue both for business 
operators and for the Russian government. 
The uniform social tax (UST) was replaced 
by social insurance contributions in 2010. 
The regressive tax (based on the principle – 
the higher the salary, the lower the tax) was 
abolished. Since 2010 employers had to 
deduct for taxes 26% of each employee’s 
payroll until the employee’s earnings 
reached 415,000 rubles (~ USD 14K) since 
the beginning of the year. Afterwards the 
tax contribution amounted to 0%. Since 
January 1, 2011 the contributions to social 
off-budget funds have increased to 34%. 
Under these rules the employer will have to 

pay taxes until the employee’s salary accrual 
reaches 463,000 rubles (~ USD 16K). 
Transition to the payment of contributions 
means that workers will insure themselves 
against loss of income in old age, illness 
or disability by contributing money to the 
funds. To be precise, this operation will 
be handled by the accounting department 
of the employer for each of its employees. 
According to Russian experts, the increase 
in contribution rates will result in curtailing 
jobs, worsening working conditions and 
lowering wages.

The Ministry for Economic Development 
of the Russian Federation has come up 
with different ways to address this issue. 
Elvira Nabiullina, Minister for Economic 

Development of the RF, says that it is 
necessary to lower business taxes and 
collect more expenditure, consumption, real 
estate and property taxes. The minister said, 
“the increase in excise duties on alcohol, 
tobacco and real estate taxation is among 
the measures that are being considered at 
the moment”. According to the minister, 
this work has not been completed yet, and 
it is carried out in contact with business 
community, especially with small and 
medium-sized businesses engaged in the 
processing sector. The increase in social 
contribution rates has hit them hard.

At the same time, according to Alexei 
Kudrin, Finance Minister of the Russian 
Federation, the business community 

MOSCOW TO ATTRACT FOREIGN CAPITAL

AMBIGUITY OF SOCIAL INSURANCE CONTRIBUTIONS

ussian President Dmitry Medvedev has tasked the Russian and Moscow governments with transforming Mos-
cow into a major financial capital. Moscow should become an international financial centre in the near future.
The Presidential decree has already taken shape in the specific activities to be implemented before long. The 
President has ordered Prime Minister Vladimir Putin and heads of Moscow and Moscow region governments - 
Sergey Sobyanin and Boris Gromov to supervise the execution of this plan.R
NEWS
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TAX INSPECTOR AND TAXPAYER WILL MEET 
ON THE INTERNET

TAX INNOVATIONS IN 2011

The online-service My Account, was intro-
duced by the Russian tax office at the end 
of 2009. By filling in the individual taxpayer 
identification number the citizen could learn 
about personal income tax debts, property 
tax debts and even generate a relevant pay-
ment order.

At the outset of 2011 the tax office further in-
creased the functionality of the service. From 
now on the taxpayer will be able to learn about 
accrued taxes, payment history, benefits and 
individual property. Citizens, who have ac-
cess to Internet banking accounts, will be 
able to pay taxes via My Account service. In 
order to use it one will have to acquire a digi-
tal signature or get a username and a pass-
word from the tax inspection to access the 
service. Tax authorities believe that My Ac-
count service would contribute to downsizing 
tax debts. The tax office plans to reduce the 
total debt by 200 billion rubles (USD 7 bln) 
until the end of 2011. The service can also be 
quite useful for taxpayers since it allows them 
to get information from one’s personal tax ac-
count within a few seconds from any part of 
the world.

Tax incentives for innovations, changes in 
the procedure for the payment of corporate 
income tax by consolidated groups of tax-
payers, the procedure for the payment of 
VAT, improvement in the tax control over 
the use of transfer pricing, amendments to 
special tax regimes – all of these are among 

the main priorities for the development of 
tax policy in the Russian Federation and 
in all probability all of them will be passed 
into law in 2011. The document defining 
the main priorities for the development of 
tax policy in the Russian Federation was ap-
proved in 2010.

All of the aforementioned priorities for the 
development of the country’s tax climate 
have already been submitted to the Russian 
State Duma as separate draft laws. Notably, 
practically all of these proposed innovations 
came into criticism from practicing taxation 
experts and the business community.

Let’s take a closer look at the 
draft laws under consideration
The draft law on the establishment and 
taxation of consolidated groups of tax payers 
aims to establish a practice of consolidat-
ing the taxable base of affiliated taxpayers in 
Russia. At that the draft laws proposes that 
the right to create such consolidated groups 
should only be granted to Russian organi-
sations that pay corporate income tax. A 
consolidated group of taxpayers can be cre-
ated if the interest of affiliates in each other 
is at least 90% and all the affiliates together 

meet a number of other 
conditions, one of which 
is the amount of tax paid 
in the previous year (ac-
cording to the current 
version of the draft law 
it should be at least 15 
billion rubles (USD 536 

BRIEF NEWS

requests that this tax burden should be 
reduced, and even warns that otherwise 
it will consider tax evasion. The minister 
mentioned that presently Russia enjoys a 
better ability to collect taxes. “Now is not 
the same time, as it was ten years ago when 
there were different tax evasion schemes, 
and the influence of tax authorities was 
limited”. According to the minister, the 

reduction of tax burden is not currently 
under consideration...

It should be mentioned that payments to 
certain categories of foreign nationals are 
not subject to social contributions. In this 
case the preferences emerged to the benefit 
of most foreign citizens staying in Russia 
as temporary residents. This procedure 

makes foreign workers a more profitable 
and competitive option for employers if 
compared with Russian citizens. 

You can find out more about exemptions from 
payment of income tax for highly-skilled 
professionals according to the Russian law 
on page 08.

… practically all of these proposed 
innovations came into criticism from 

practicing taxation experts and the business 
community …

Draft laws that won’t make Russian tax payers happy
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mln)), as well as similar restrictions on the 
group’s total revenue and the value of its as-
sets. At this time it is rather difficult to pre-
dict how these provisions would be applied 
in practice but in any case it is obvious that 
they would only apply to a very limited num-
ber of taxpayers and would have no impact 
on the rights and obligations of the vast ma-
jority of organisations.

A draft law that aims to eliminate the con-
tradictions in the application of the provi-
sions of the Tax Code on VAT has also been 
submitted to the State Duma. The draft law 
expands the list of cases when previously 
deducted tax has to be reclaimed. This list 
now includes the disposal of inventories and 
fixed assets, theft and shortages identified 
after an inventory is taken. This amendment 
is viewed by most experts as a negative in-
novation.

The transfer pricing draft law, which has 
already been much discussed in the Rus-
sian press, has already been considered by 
the legislators for quite a long time but so 
far there is no information about whether or 
not it is going to be passed into law any time 
soon. The draft law should replace the provi-
sions of the Tax Code on control over prices 
to ensure their being in line with the going 
market rates. In essence, these legislative 
initiatives seek to introduce stricter controls 
over taxpayers and thus may in the future 
lead to unfavourable consequences. It ought 
to be noted that the fact that this draft law 
was not signed into law last year was lauded 
by tax lawyers as one of the most positive 
events of the year.

Another document can have a lot of influ-
ence on the Russian tax climate is the draft 
law on stimulating the development of small 
businesses by improving the simplified taxa-
tion system for sole traders operating on the 
basis of patents and the taxation of agricul-
tural producers (unified agricultural tax). 
In particular, it is proposed that a separate 
chapter on Patent Taxation System should 
be introduced into the Tax Code of the Rus-

sian Federation, that certain aspects of the 
simplified taxation system should be spelled 
out in greater detail and that the Unified Tax 
on Imputed Income should be repealed on 
January 1st 2014. These legislative initia-
tives would significantly change the taxation 
of small businesses but their authors believe 
that they will serve as incentives for the de-
velopment of small business in Russia.

The so called ‘draft law on one-day firms’, 
which is a draft law amending the Criminal 
Code of the Russian Federation, has also 
been submitted to the Russian legislators. 
It should be noted that one-day firms have 
been among the most popular tax avoidance 
schemes for several years now. The proposed 
draft law makes it a crime to set up a com-
mercial entity for the purpose of committing 
crimes. These can include one or several 
illegal activities involving financial opera-
tions, the acquisition of a personal identifi-
cation document as well as coercion into the 
provision of a personal identification docu-
ment or the provision of such a document for 
the establishment (setting up, reorganisa-
tion) of a commercial entity for the purpose 
of committing financial crimes. According to 
the new draft law all these violations should 
be punishable by fines or custodial sentenc-
es. One-day firms have become the scourge 
of Russian taxpayers and the most frequent 
cause of legal prosecution by tax authori-
ties. Yet another draft law targeting one-day 
firms does not make Russian tax payers any 
more optimistic.

Our view
In our opinion one of the most relevant 
draft laws in 2011 would be a draft law 
resolving the situation with the increase 
in the effective rate of social insurance 
contributions paid to the Pension fund 
and other off-budget funds. In 2010 the 
effective social insurance contributions 
rate was 26% but in 2011 it has increased 
to 34% and further increases have been 
planned for later on. The social insur-
ance contributions are charged on the pay 
of employees and as a result increasing 
its effective rate has a number of nega-
tive consequences which include employ-
ers having to budget for significant addi-
tional costs and/or choosing to pay their 
employees cash ‘under the table’ while 
recording minimal official wages in the 
ledgers. Therefore, we believe that at 
present in order to avoid these negative 
outcomes the best course of action for 
both employers and the budget would be 
for the government to reduce the effec-
tive rate of the social insurance contri-
bution.

Alexey Smirnov, 
Leading consultant with ICLC 

exclusively for RS

… the fact that this draft 
law was not signed into law 
last year was lauded by tax 
lawyers as one of the most 

positive events of the year …

One-day firms have become 
the scourge of Russian tax 

payers and the most frequent 
cause of legal prosecution by 

the tax authorities
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MAIN

Requirements for chief accountants
Perhaps the most significant innovation 
introduced in the new law on accounting is 
that it imposes professional requirements 
on the chief accountant of a company. 
Russian legislators have long been trying 
to settle this issue by introducing various 
professional certificates for accountants etc. 
However, the current Russian accounting 
laws contain no legal requirements for the 
qualifications of chief accountants and in 
theory any legally capable person can hold 
this position in a company regardless of the 
level of their education or their university 
level. 

The new draft law changes this situation. 
However, requirements are imposed only 
on chief accountants of companies whose 
securities are traded on stock exchanges or 
by other official traders of securities as well 
as chief accountants of banks, insurance 
companies and private pension funds. 
According to the new draft law, the chief 
accountants of these kinds of companies 
must have professional higher education 
with a master’s degree in accounting 
and audit and must have worked as an 
accountant (preparing financial statements) 
or as an auditor for at least three years of 
the last five calendar years. Under the new 
law someone who does not have a degree in 
accounting and audit may also be considered 
for the position of chief accountant but only 
on condition that they have some other 
higher education degree and that they have 
worked in audit or accounting (preparing 
financial statements) for at least five years 
in the last seven calendar years. And a final 
requirement that must be met by all chief 
accountants regardless of their education 
and work experience is that they must have 
no criminal record involving economic 
crimes. And as for banks and other credit 
institutions, their chief accountants must 
also meet the requirements imposed by the 
Central Bank of the Russian Federation.

Accounting outsourcing
One of the positive aspects of the new draft 
law is perhaps the fact that it provides more 

detailed regulations on how the accounting 
function should be outsourced. The current 
law has just one paragraph on this topic. 
The new law regulates outsourcing in 
more detail. Thus under the new law any 
company, except for a bank, may outsource 
its accounting function to an outside firm. 
The decision to outsource accounting must 
be made by the chief executive officer of the 
company.

At the same time, even after the accounting 
function has been outsourced the chief ac-
countant remains responsible for the com-
pany’s accounting. This follows from the 
provisions of the new law that the chief ex-
ecutive officer must always sign the financial 
statements of his/her company and that in 
the event of disagreements about whether or 
not to account for a specific transaction and 
how to account for it, the chief executive of-
ficer will have the final say; the outsourcer 
must always follow the written instructions 
of the chief executive officer.

Note
It should be noted that outsourcing 
various business functions is becoming 
more and more popular in Russia as a way 
to cut expenses; it really took off after 
the 2008 crisis. Currently accounting 
outsourcing is in high demand, the 
accounting functions that get outsourced 
most frequently include payroll, HR 
accounting, preparation and submission 
of reports to supervisory authorities. 
When selecting a firm to outsource 
their accounting functions, companies 
usually look first at the outsourcers’ 
experience, business reputation and their 
list o references. After all at the end 
of the day the chief executive officer 
remains responsible for everything. For 
more information about the outsourcing 
services provided to the representative 
offices of foreign companies by ICLC see 
page???

Every company will have their 
own primary documents…
The second most important change to be 
introduced in the new law has to do with 
primary documents issued by companies. In 
effect the proposed law scraps standardised 
document forms that Russian accountants 
are so used to. According to the draft law, 
the forms of accounting documents will be 
approved by the chief executive officer of 
each company. In other word, once the law 
comes into effect, every company will be 
free to use its own forms and documents. 
It should be reminded that at the moment 
companies may use their own forms only 
for documents for which no state-approved 
standardised forms exist.

The authors of the new law haven’t stopped 
here, global changes will be made to the 
process of regulating and standardising 
accounting in Russia. You can read more 
about it in ‘Regulations to be replaced with 
Standards’ on page 05

Aleksei Krainev,  
exclusively for RS

RUSSIA TO GET A NEW LAW ON ACCOUNTING

I

Even after the accounting 
function has been outsourced 

the chief accountant 
remains responsible for the 

company’s accounting.

n mid-January 2011 the State Duma of the Russian Federation passed the first draft of a new law on accounting. 
Chief accountants will have to meet tougher requirements while primary accounting documents will be free form & 
This document contains a lot of innovations which both simplify and complicate the work of Russian accountants at 
the same time. Let us take a closer look at these innovations.
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Delineation of powers
The first thing that was done by the 
Russian legislators introducing the clause 
on regulation of accounting was to define 
the guidelines for such regulation. There 
are a total of six of them; however, we 
believe the following ones deserve special 
attention. Firstly, the draft law stipulates 
that the national accounting standards 
will be developed on the basis of the 
international standards. This means that 
the Russian legislators will continue with 
the policy of convergence in the mid-
term of the Russian accounting standards 
and the IFRS introduced back in 2004 
along with the adoption of the financial 
reporting and accounting development 
concept in the Russian Federation. This 
will help us make our reporting statements 
more apprehensible to foreign investors. 
Secondly, the draft law explicitly prohibits 
to any single governmental body to combine 
the responsibilities in development of 
accounting standards and of control 
standards regarding its maintenance 
(this is what is happening today when the 
Russian accounting regulations – which 
are essentially standards – are being 
developed and approved by the Russian 
Ministry of Finance which is also in charge 

of supervising accounting and all that is 
related to it).

Four levels of standardisation
All standards that are to be applied in respect 
of accounting, after the draft law takes effect 
as law, have been classified into four levels. 
The first is national standards, the second – 
industry standards, the third – guidelines 
related to accounting, and, finally, the 
fourth – economic entity standards. It is 
obvious that national and industry standards 
can be described as global scale standards as 
they are applicable to all organisations of the 
country (if national) or industry in question. 
Such standards are therefore mandatory for 
use.

With regard to the adoption of these 
mandatory standards, the legislators 
currently demonstrate a certainly liberal 
approach – the competence of the state 
authorities covers solely the adoption of the 
national standards. The right to approve 
industry standards is with other authorities 
duly empowered so to act by the federal 
laws. Such authorities are, however, not 
listed specifically by t he law, yet it is obvious 
that among such cannot be any business 
associations, self-governing associations of 
employers and entrepreneurs, auditors, etc, 
since the draft law provides a different term 
in their respect – non-governmental entities 
in charge of accounting regulation. Their 
competence solely includes development 
of standards, under this draft law. This 
is applicable to standards of all levels, 
including national ones. 

The guidelines related to accounting 
and economic entity standards are not 
mandatory. That said, guidelines related 
to accounting may cover areas such as the 
application of national and/or industry 
standards, the reporting documents form, 
the process of accounting, organization 
and execution of internal control activities 
in respect of the entity’s operations 
and accounting function, as well as the 

procedure for development of standards. 
The fourth level includes standards of an 
economic entity designed for organization 
and maintenance of its accounting function. 
These standards may be developed and 
approved at the entity’s level and in such 
case are regarded as mandatory for use by 
the entity.

When can the new standards be 
expected 
This draft law provides a detailed description 
of the process of creation of national 
standards. And this process is rather lengthy. 
Thus, the right to develop draft national 
standards is with the non-governmental 
entities and governmental authorities that 
are in charge of accounting regulation. The 
project is subject to obligatory publication on 
the Internet and in printed media, and has 
to undergo public hearings with collection of 
relevant notes and suggestions, etc. Based 
on the public hearings for which a term of no 
less than 3 months is allocated by the law, 
all notes and suggestions are systematised 
properly, and then a revised version of the 
drat standard is published. Subsequently, 
a special governmental authority, also 
provided for by this draft law – the Council 
on Accounting Standards, shall make a 
resolution on recommending the standard 
for adoption or dismissal. 

As we can observe, the procedure related to 
the national standard can hardly be described 
as quick. Moreover, its introduction will 
require the creation of governmental 
authorities and organisations that will be 
in charge of this process. We therefore 
believe that the first standards will appear 
not earlier than a year after the project takes 
effect, whereas prior to the approval by the 
state regulatory authorities in charge of 
accounting, control over the national and 
industry standards provided for by the draft 
law, the current financial reporting and 
accounting rules and guidelines approved 
before the new law takes effect shall be 
applied. 

Alexei Kraynev,  
exclusively for RS

onsiderable place in the text of the draft law On Accounting, adopted in the first reading by the State Duma on 
January 14, is given to the new guidelines for state regulation of accounting. Let us examine these guidelines in more 
detail.C

This will help us make our 
reporting statements more 
apprehensible to foreign 

investors.

All standards that are to 
be applied in respect of 

accounting, after the draft 
law takes effect as law, have 

been classified into four 
levels.

… the first standards will 
appear not earlier than a 

year after the project takes 
effect

REGULATIONS TO BE REPLACED WITH STANDARDS

Russia to get a new law on accounting
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LAW
DIGEST

1. A new mediation procedure providing 
for the participation of an independent 
intermediary (mediator) has been 
introduced. Mediator comes in useful in 
cases concerned with settlement of disputes 
arising out of matters pertaining to civil law, 
including those pertaining to exercise of 
commercial and other economic activity, as 
well as those arising out of labour or family 
relationships. 

2. The federal Law On The Police has 
taken effect, stipulating the goals and 
objectives of the police, as well as the key 
areas of its operation, its obligations and 
rights, guidelines for application of certain 
public enforcement measures by the police, 
compilation and maintenance of population 
databases, grounds for the application 
of force, special-purpose equipment and 
firearms, the legal status of police officers, 
as well as a number of other important 
provisions. 

3. The federal Law On Compulsory Health 
Insurance in the Russian Federation was 
adopted, stipulating the fundamental 
principles for carrying out compulsory 
health insurance, determining the legal 
status and the powers of the compulsory 
health insurance foundations and medical 
organisations operating within the 
compulsory health insurance system; their 
rights, obligations and liability, as well as 
the rights and obligations of insured persons 
and insurants. 

4. The financial performance indicators 
have risen significantly in respect of corporate 
bodies that are subject to statutory audit 
of their financial (accounting) statements 
(their volume of proceeds exceeds 400 mln 
rubles (USD 14,2 mln); (previously – 50 
mln rubles (USD 1.8 mln)) or the balance-
sheet assets amount, as of the end of the year 
preceding the reporting year, exceeds 60 

mln rubles (USD 2.1 mln ); (previously – 
20 mln rubles (USD 715K)).

Statutory audit is now also required in 
respect of:

corporate bodies that are professional 
participants of the securities market;

clearing companies;

an organisation which is currency 
exchange;

managing companies of incorporated 
investment funds, mutual investment 
funds or non-governmental pension 
funds. 

5. No transaction certificate is required for 
foreign trade contracts if its amount exceeds 
an equivalent of USD 50,000. Previously, 
the right to proceed without registration 
of a transaction certificate for currency 
operations carried out by non-residents in 
the framework of foreign trade transactions 
was only granted if the total contract amount 
exceeded an equivalent of USD 5,000.

6. More favourable conditions have been 
created for high-skilled foreign professionals 

and their families regarding their entry and 
stay within the territory of Russia. 

Amendments have been equally introduced 
into the federal laws On the Regulations 
Concerning Entry into, and Exit from, the 
Russian Federation, On the Legal Status 
of Foreign Nationals within the Territory 
of the Russian Federation, On Migration 
Registration of Foreign National and 
Stateless Persons in the Russian Federation. 
For more information see page 08

7. Certain provisions of the law regulating 
the procedure of depositing by the employer  

8. Administrative liability for violations of 
the antimonopoly regulations established 
by the Law on Fundamentals of Trade 
Activities in the Russian Federation has 
been introduced.

The RF Code of Administrative Offences 
has been supplemented by three new 
categories of corpus delicti. 

KEY LEGISLATIVE CHANGES  
IN THE RUSSIAN FEDERATION IN 1.01.2011 – 1.03.2011
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GENERAL REGULATIONS 
1. It has been established that unlawful 
suspension of account transactions shall 
result in interest charge for the benefit of the 
taxpayer organisation. 

2. The definition of “territory of the Russian 
Federation and other territories within its 
jurisdiction” has been provided.

VAT
1. A zero VAT rate application procedure 
in respect of provision of services related to 
transfer of goods across the customs border 
has undergone an adjustment, with an 
exhaustive list of such services established. 

2. The Lessee is recognised as a tax agent 
in respect of VAT, if the Lessor in question is 
a public institution. 

3. For the purposes of confirmation, the 
zero VAT rate in respect of foreign trade 
barter transactions under which goods 
acquired are not imported into Russia, 
documents confirming receipt of goods 
abroad are required as specified by the 
relevant agreement.  

EXCISE TAXES
1. The excise rates on filter-tipped 
cigarettes, non-filter cigarettes, petrol, 
diesel oil and motor oils have been raised. 

2. Since July 1, 2011 manufacturers of 
alcoholic products or excisable alcohol-
containing products are obliged to make an 
advanced excise payment into the budget. 

3. Since August 1, 2011 transfer of 
manufactured ethanol or cognac spirit for 
subsequent manufacturing of alcoholic 
or excisable alcohol-containing products 

within the framework of one and the same 
organisation has been recognised as an 
excisable act. 

PERSONAL INCOME TAX
1. Tax agents shall independently develop 
tax ledgers and the procedure for entering 
information on income paid to an individual 
into such ledgers. 

2. The procedure for refunding of excess 
personal income taxes withheld by the tax 
agent was described in detail. 

CORPORATE INCOME TAX
1. Assets acquired prior to January 1, 2011 
(fixed assets and non-tangible assets) are 
considered depreciable if their historical cost 
is more than 40,000 rubles (USD 1.5K). 

2. The maximum amount of foreign 
currency loan charges accepted in expenses 
is determined based on the product of the 
refinancing rate of the Central Bank of 
Russia multiplied by the coefficient of 0,8.

3. The tax on revenue of foreign 
organisations from sources on the territory 
of the Russian Federation shall be paid 
by the tax agent no later than on the day 
following the day of payment of income to 
foreign companies. 

4. The taxation base cannot be reduced 
by the amount of losses sustained by a tax 
payer within the income taxation period at a 
rate of 0 %.

5. A special procedure for recognition of 
expenses related to development of natural 
resources which brings no tangible results. 

TRANSPORT TAX
1. The motor vehicle tax rate has been 
reduced by half. 

2. The obligation in submission of 
calculations on advanced transport tax 
payments has been abolished. 

LAND TAX 
1. The obligation in submission of 
calculations on advanced land tax payments 
has been abolished. 

2. It has been established that in respect 
of land plots listed among the assets 
included into a mutual investment fund, tax 
payers shall be deemed as the managing 
companies. The tax is therefore paid on 
account of the assets included into such 
mutual investment fund. 

CORPORATE PROPERTY TAX 
1. It has been established that assets 
included into the mutual investment fund 
are subject to taxation by the managing 
company. The tax is paid on account of 
assets constituting such mutual investment 
fund. 

INSURANCE CONTRIBUTIONS 
1. Payers of insurance contributions, 
including those subject to special tax 
regimes, calculate obligatory payment 
amounts based on the rate of 34%.

2. Lower insurance contribution rates have 
been introduced for specific categories of 
payers. 

3. Accounting statements are submitted 
in electronic form only, if the insurant’s 
headcount exceeds 50 people.  

CUSTOMS PROCEDURES 
1. The Federal law on Customs Regulations 
in the Russian Federation takes effect on 
December 29, 2010 and defines the specific 
features of regulatory policies for this field. 

AMENDMENTS TO THE TAX LAWS  
OF THE RUSSIAN FEDERATION IN 1.01.2011 – 1.03.2011

LAW DIGEST
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OUR
OPINION

in

This step was taken to make Russia a more 
attractive place for foreign specialists. 
As assumed by RF President Dmitry 
Medvedev, these professionals might 
contribute to the implementation of plans 
for the country’s accelerated modernisation. 
In his message to the Federal Assembly, 
the President focused on the necessity of 
attracting to Russia those who specialise in 
commercialisation of research results as well 
as other highly skilled specialists. Therefore, 
the procedures required for obtaining a work 
permit in the Russian Federation should be 
simplified as much as possible.

This step was taken to make 
Russia a more attractive place 

for foreign specialists.

“Changes in laws were highly appreciated 
by our foreign partners and businesses. It 
was an expected response because draft 
amendments to relevant laws were prepared 
in close cooperation with representatives 
of the companies which operate and invest 
in the Russian economy. We took into 
consideration their needs,” explained 
Yekaterina Yegorova, Deputy Director of the 
RF Federal Migration Service.

What does ‘highly skilled’ mean 
in Russia? 

Initially, according to the Law of the Russian 
Federation, those foreign nationals who:

1) possess the required experience, skills 
or achievements in a specific field and

2) will receive at least RUB 2 million 
(USD 71.5 K) per year (365 days) 
as salary (remuneration) according 
to employment terms in the Russian 
Federation (employment agreement, 
contract etc.), could qualify as highly 
skilled professionals.

However, by the end of 2010, the term 
‘highly skilled professional’ was significantly 
extended. This category included foreign 
scientists and teachers invited to the 
country for research and teaching purposes 
by state higher educational institutions, 
state academies of sciences or their regional 
divisions, national research centres. Foreign 
nationals from this category should earn 
at least 1 million Russian rubles (USD 
36K) annually. Those foreign nationals 
who are involved in the Skolkovo Project 
(Russian alternative of Silicon Valley) will 
be qualifies as highly skilled professionals 
regardless of the remuneration amount. 
These changes came into force on 
February 15, 2011 (Federal Law no. 385-
FZ as of December 23, 2010).

Skills will be evaluated by the 
employer

Employers or principals will be responsible 
for assessment of the professional level of 
foreign nationals and will have to consider 
all relevant risks.

Professional skills of a foreign citizen may 
be proven by any documents containing, for 
example: 

 the person’s employment history, 
including references from other employers 
and principals (both domestic and 
foreign), 

 information provided by the recruiters, 

 information about the results of the 
foreign citizen’s intellectual activities, 

 information about professional 
awards and other forms of recognition of 
professional achievements, 

 information about the results of 
competitions held by the employer or the 
principal, 

 other unbiased, true and verifiable 
documents and information.

Employers or principals will 
be responsible for assessment 

of the professional level of 
foreign nationals and will 

have to consider all relevant 
risks.

Who may employ non-residents? 

The Russian laws allow employment of 
highly skilled specialists by organisations 
which in the last two years have not been 
subject to administrative penalties for illegal 
use of foreign labor. Such organisations can 
be:

1) Russian commercial organisations, 

2) innovative organisations including 
those in the field of professional training,

3) branches of non-resident corporate 
bodies.

Yekaterina Yegorova explains, “Offices of 
foreign companies will obtain such a right 
based on a policy of reciprocity according to 
international treaties.”

Benefits for highly skilled 
foreign professionals

Highly-skilled professionals will be applied 
the same income tax rate as residents of 
Russia. According to the amendments of the 
Tax Code of the Russian Federation, starting 
on July 1, 2010, incomes of non-residents 
who qualify as highly skilled professionals 
will be taxed at 13% rate regardless of the 
period of the foreign citizen’s employment in 
the Russian Federation.

For information purposes: Incomes of foreign 
nationals who do not belong to the ‘highly 
skilled professionals’ category will be taxed 

‘HOSPITALITY’ OF RUSSIAN TAXES

mendments to the Russian law regarding the status of Highly Skilled Professionals as a new category of foreign 
specialists working in Russia were adopted only last year. The 13-percent tax rate should apply to the remuneration 
paid to highly-skilled professionals. The same income tax rate applies to citizens of Russia. A

Highly skilled foreign nationals pay 13% income tax  
in the Russian Federation
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in the Russian Federation regardless of the 
citizen’s status (clauses 1,3 of article 224 of 
the Tax Code of the Russian Federation). A 
tax resident (who has stayed in the Russian 
Federation for the total period of more than 
183 days during the 12 consecutive months) 
will pay 13% income tax and a non-resident 
(who has stayed in the Russian Federation for 
less than 183 days) will pay 30% income tax. 

“Applying lower income tax rates to highly 
skilled professionals will help to attract 
foreign nationals with experience in 
innovative activities. It may help to develop 
new industries and businesses, which are 
quite common in the global market, for the 
Russian market while also improving the 
competitiveness of Russian organisations in 
the domestic and global markets,” assumes 
Elena Kozlova, Chief Tax Advisor for ICLC.

Besides, highly skilled professionals will 
be able to use the special registration 
procedures in Russia which leads to a 
decrease in the companies’ costs connected 
with employment of such specialists. 
Highly skilled foreign professionals may 
be employed by Russian organisations 
regardless of the quotas set for foreign 
workforce. This rule does not apply to sales 
workers. They will continue to be subject to 
the government’s quotas. Preachers cannot 
be included in the “highly skilled specialists” 
category as well.

Invited foreign highly skilled specialists will 
receive a visa for a 3 year period and this 
visa may be extended for 3 more years for an 
unlimited number of times. They do not have 
to wait for 1 year (like other non-residents) 
in order to obtain a residence permit in 
Russia. Visas and residence permits will 
be automatically issued and extended to 
members of the highly skilled professional’s 
family, which includes not just spouses and 
children (including adopted children), but 
also the children’s spouses and parents 
(including adopted parents), parents’ 
spouses, grandparents and grandchildren.

Highly skilled professionals may change 
employers without the need to leave the 
Russian Federation. 

Like RF citizens, highly skilled foreign 
professionals should register with the 
migration service within 90 days of entry. 
However, when traveling in the Russian 
Federation, highly skilled professionals need 
to be registered with the migration service 
within 30 days. The period of processing of 
employment related documents for highly 
skilled professionals is 2 weeks, which is two 
times faster than it was before.

Employers will be responsible for medical 
insurance of the invited foreign highly skilled 
professionals and their family members. 
Employment agreements should contain 
relevant clauses.

Highly skilled professionals 
will be able to use the special 

registration procedures 
in Russia which leads to a 

decrease in the companies’ 
costs connected with 
employment of such 

specialists 

Please be aware that the migration  
authorities will register highly skilled 
professionals (as well as all other non-
residents) only at the residential property 
address. Mrs. Yegorova explains, “The 
inviting party also participates in this 
process if they entered into the residential 
property lease contract with the landlord. 
According to this contract, the company 
may notify migration services about 
registration of the invited specialist at the 
rented property’s address. The landlord 
is also welcome to inform the migration 
service about registration of a non-resident. 
We believe that non-residents’ rights will 
not be jeopardized. This issue was discussed 
with representatives from the chambers of 
commerce from the United States, France, 
Germany and the European Business 

Association and full understanding on this 
issue was reached.”

The future belongs to sports!
Last December, draft amendments were 
proposed for consideration to the State 
Duma. According to these amendments, 
athletics, sports organizations and clubs 
should also be able to employ highly skilled 
professionals. Since the amendments were 
proposed by Vladislav Reznik, Chairman of 
the Financial Market Committee, his deputy 
Yury Isayev and Vladimir Pligin, Chairman 
of the Constitutional Law Committee, who 
represent the ruling political party Yedinaya 
Rossiya (United Russia) in the lower house 
of the State Duma, we have all reasons to 
believe that these amendments will be 
passed.

Other changes are likely to follow. Since 
the Russian economy is in need of serious 
innovations, the procedures for employment 
of highly skilled foreign professionals will be 
further simplified in the years to come.

Andrey Susarov,  
Commentator on tax issues  

for the Moscow News 
exclusively for RS

IN OUR OPINION
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– How many foreign nationals have been 
qualified as highly skilled professionals?

– During the last six months about three 
and a half thousand of highly skilled 
professionals expressed their willingness 
to work in Russia. For the most part they 
come from Germany, the United Kingdom, 
the United States and France. There are 
also citizens of the CIS countries. They 
have even more chances to be included into 
this category, because residents of many 
neighboring countries do not need visas.

Highly skilled foreign professionals are in 
demand by the leading domestic and foreign 
companies operating in Russia. Such 
specialists are involved in various fields of 
work such as construction, oil and natural 
gas, banking.

– Were there any denials to grant the 
status?

– All persons, who apply for the ‘highly 
skilled professional’ status, will be registered 
as such, we can not reject their applications.

Employers solely by themselves will assess 
the skills of professionals to whom they are 
ready to pay more than 2 million Russian 
rubles (USD 71.5 K) annually. Needless 
to say, the employer will have to take into 
consideration all related risks.

The RF Federal Migration Service can not 
check the professional skills of the employed 
specialists. They do not have enough 
relevant employees for this. 

Education may not be the only deciding 
factor; however a certain business reputation 

may just as well be as important for the 
employer to warrant such high salaries. 

An issue that has arisen and relates to the 
labour laws rather than migration is that 
verifying documents is a complicated task. 
How one should prove his or her skills?

Foreign nationals may also position 
themselves as highly skilled professionals. 
In order to do this, the non-resident needs 
to provide his or her CV to the Russian 
Federation Consulate or to the offices of 
the RF Federal Migration Service in the 
countries where such organisations operate. 
We will post this CV on our website, so that 
potential employers can see it and decide 
whether they need to employ such a foreign 
resident as a highly skilled professional.

Any information about the income of the 
employed specialist (the amount of which 
should exceed the statutory level of 1-2 
million Russian rubles (USD 36,000 – 
71,500) will be verified later. After the 
beginning of the employment or a business 
relationship the employer will inform the 
Federal Migration Service on a quarterly 
basis on paying the agreed salaries to such 
an employee.

– Are there any plans for further development 
of the ‘highly skilled professional’ status? 
Will the procedure be simplified or tightened?

– For a long time skilled specialists have 
enjoyed the opportunity to work without 
quotas, and such an opportunity is eagerly 
sought by top managers, IT professionals 
and education experts. We are discussing 
with the RF Ministry of Healthcare and 
Social Development if it is possible to 
expand the list of such professionals.

I believe that Russia needs more highly 
skilled specialists. In order to be competitive, 
our country has to become a strong advocate 
of brain gain, which is the key element of 
headhunting.

In view of considerable simplification of 
employment procedures and expansion 
of highly skilled foreign professionals in 
different fields, their number in Russia will 
increase. 

Interviewed by Andrey Susarov,  
commentator on tax issues  

for the Moscow News,  
exclusively for RS

IN OUR OPINION 

THE NUMBER OF HIGHLY SKILLED FOREIGN NATIONALS  
IN RUSSIA WILL GO UP…

eading Russian and multinational companies over the years have enjoyed the opportunity to invite highly skilled 
foreign specialists to Russia. In an interview for Russian Survey, Yekaterina Yegorova, Deputy Director of the RF 
Federal Migration Service, said that the number of foreign workers is very likely to increase every year.L
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raditionally Russian people have to file their income tax returns within the first months of the new calendar year 
following the tax year, though Russian citizens are not the only people who have to submit their taxes to the state, 
in some cases people who do not have Russian citizenship are required by law to do so as well. In some cases, 
income that is received outside Russia must be reported too.

PROBLEM
SOLUTIONto

from

INCOME TAX RETURN – A RIGHT FOR SOME,  
AN OBLIGATION FOR OTHERS…

T
Duty to report to the Russian 
budget
If you do not have Russian citizenship, when 
and under what circumstances do you have 
to report your income to the Russian tax 
authorities? The obligation is imposed on 
foreigners who:

 Qualify as residents for taxation 
purposes, which imply that over the past 
12 months they stayed in Russia for a 
total of 183 days or more

 Receive income from sources inside 
and/or outside Russia.

Eligibility for tax deductions
There are cases when foreigners who qualify 
as residents for taxation purposes are not 
required but are allowed to file income tax 
returns to get tax deductions (for example, 
you can get back some of the money 
previously paid to the state as tax). For 
instance, deductions can be claimed if you 
buy residential real estate in Russia.

Under the Russian law, income tax 
return for the tax year must be filed by the 
30th of April of the next year, however the 
30th of April, 2011 lands on a Saturday so 
the deadline has been postponed to the next 
business day which is the 3rd of May, since 
the 1st of May is a public holiday and lands on 
a Sunday so the Russian law states that the 
following day will be a day off as well.

Leaving Russia…
If a foreigner plans to stop doing business 
in Russia and to leave its territory before the 
end of the year, he or she must submit a tax 
return at least one month before leaving; the 
income tax must be paid within 15 days of 
filing the tax return.

Liability for silence
According to the Russian law if you fail 
to submit your tax returns, then each 
month that passes the date when you were 
supposed to submit your credentials, you 
might be fined 5% of the amount payable 
as tax. For the purposes of this fine, one 
calendar month plus one day equal two 
months, two calendar months and one day 

equals three months and so on. The total 
amount of the fine may not exceed 30% of 
the amount of the tax and may not be less 
than 1,000 Russian rubles (USD 36).

In conclusion, if Russian international 
agreements define different rules for the 
taxation of foreigners than those described 
above, the rules of an international 
agreement will apply.

Services of ICLC 
The audit and consultancy company ICLC (International Consulting and Legal 

Centre) has been operating in the Russian tax consulting market for over 

17 years, providing tax consultancy services to foreign citizens and businesses. 

In addition to private tax consultations, ICLS offers legal aliens residing in or 

visiting Russia a range of additional services including help in the preparation 

and filling out of personal income tax returns as well as help with submitting tax 

returns to the Russian tax authorities. Getting professional services is the easiest 

way to avoid accidentally breaking the Russian tax law.
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ICLC SERVICES FOR REPRESENTATIVE OFFICES  
OF FOREIGN COMPANIES

Given their clear realisation of the scope 
of this problem, the ICLC experts suggest 
various services in this field to representative 
offices of foreign companies operating in the 
Russian Federation. The actual form in which 
such services are provided depends on wishes 
and needs of the customer and may range 
from specific consultations to outsourcing of 
business processes. 

Liquidation (closedown) of a 
representative office of a foreign 
company: 
 preparation of all documents necessary 
for the liquidation (closedown) of a 
representative office; 

 removal from the registers of various 
state authorities (tax inspectorate, the 
Pension Fund, the Social Insurance Fund, 
the Medical Insurance Fund, etc).

Registration and accreditation of a 
representative office of a foreign 
company:
 obtaining accreditation required for 
opening a representative office from one 
of the relevant accrediting authorities 
(depending on the nature of the company’s 
operation). The accrediting authority 
may be a relevant ministry, the Chamber 
of Commerce and Industry, the State 

Registration Chamber of the Ministry of 
Economic Development of Russia, etc; 

 registration by all state authorities 
involved (tax inspectorate, the Pension 
Fund, the Social Insurance Fund, the 
Medical Insurance Fund, etc). 

Calculation of wages, taxation, 
completion and submission of 
accounting statements and reports 
of a representative office of a 
foreign company:
 preparation, completion and submission 
of quarterly and annual tax declarations, 
reports on compulsory payments, 
statistical reports of representative 
offices of foreign companies;

 preparation, completion and submission 
of annual reports concerning current 
operation of the representative office; 

 preparation, completion and submission 
of statements of income of individuals, 
completion and submission of personal 
income tax return; 

 calculation of wages, leave allowances, sick 
leave certificates for the representative 
office staff;

 completion and submission of reports to 
the Pension Fund in respect of each officer 
of the representative office, in compliance 
with the rules and requirements of 
personalised record-keeping; 

 consulting in taxation and financial 
accounting; 

 examination of specific aspects of the 
financial and business operations of the 
representative office; 

 preparation of accounting statements of 
the representative office in the required 
format for subsequent submission to the 
head office. 

Full-package legal support of the 
representative office’s operation:
 project development and analysis of 
current agreements with provision of 
written recommendations and guidelines; 

 HR administration;

 legal counseling; 

 participation in negotiations with 
customers and the authorities;

 representation of the interests of the 
representative office and its staff before 
the Russian authorities;

 representation of such interests in courts 
(regular, arbitration) and before state 
authorities;

 monitoring and verification of the 
compliance of local acts (decrees, orders, 
etc) of the representative office with the 
existing law. 

pening a representative office in Russia is often fraught with considerable complications for foreign companies, 
which are chiefly related to the specifics of the tax, civil and labour law, as well as the formalities pertaining to 
financial accounting. This is hardly surprising considering that every state has its own laws and regulations in the 
afore-mentioned domains. 

FROM PROBLEM TO SOLUTION

O
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Prior to January 1st, 2011 there were 29 
national taxes and 14 local ones, so when 
the new Tax Code came into place, this 
automatically reduced the number of taxes 
by 20, one of the repealed taxes being the 
tax on advertising. This was a positive 
development as a whole for simplifying the 
country’s taxation system.

The bulk of the budget will still be 
financed by:

 Corporate income tax 

 Value added tax (VAT)

 Personal income tax (PIT).

Corporate income tax
The changes in the way that corporate 
income tax is calculated and paid will apply 
to income earned and expenditure incurred 
on and after April 1st, 2010. The tax is 
charged on income earned from sources 
both within and outside Ukraine. The 
taxable income is reduced by the amount of 
expenditure determined in accordance with 
the requirements of the Tax Code.

A very important aspect of this new tax 
reform is that the corporate income tax is to 
be reduced over a period of four years from 
23% in 2011 to 16% in 2014. This will 
unquestionably lighten the burden of tax 
payers. Practically all nations use reductions 
in income tax as a means to attract more 

investments and that is exactly what the 
authors of the new Tax Code are hoping to 
achieve. 

The income of non-residents and corporate 
bodies categorised as non-residents will be 
taxed at additional income tax rates of 0, 4, 
6, 12, 15 and 20%. In total, the Tax Code 
defines 13 main types of income of non-
residents that may originate in Ukraine. 
For example, interest and discounts paid to 
a non-resident, including loans and bonds, 

will be taxed at the time of payment at a rate 
of 15%. 

Value added tax
The new Tax Code provides for voluntary 
registration as a payer of VAT for 
companies, whose sales of goods and 
services do not exceed € 27,500. This 
provision applies if:

 The company has been registered as a 
business for a period of at least 12 months 
and

 In the past 12 months the company’s 
sales of goods and services to other payers 
of VAT make up at least 50% of its total 
sales of goods and services.  

This restriction means that newly-
established businesses must be operating 
for more than 12 months before they can 
register as payers of VAT, alternatively, they 

TAX CODE FOR UKRAINE
t the beginning of 2011 Ukrainian tax payers got a present; a new Tax Code which came into effect on January 1st, 
replacing 17 tax laws.
The introduction of this Tax Code brought about significant changes in Ukraine’s taxation system, which includes 
two types of taxes: national taxes that go to the total budget of the country and local taxes.A

NEIGHBORS

A very important aspect of 
this new tax reform is that 

the corporate income tax is to 
be reduced over a period of 
four years from 23% in 2011 

to 16% in 2014.
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must register if their taxable sales exceed 
€ 27,500.

Previous Ukraine’s Law on Value Added 
Tax stated that a company may voluntarily 
register as a VAT payer if such a company is 
conducting or planning to conduct business 
operations. 

During the transitional period of 2011 – 
2013, VAT will be charged at a rate of 20% 
and in 2014 the VAT rate will be reduced to 
17%.

Now that the Tax Code is in motion it is 
mandatory to register invoices of tax by 
VAT payers in the National Registry of tax 
invoices. The dates when this will commence 
to be applicable will depend on the amount 
specified in the tax invoice, as follows:

 For amounts over € 92,000 from 
January 1st, 2011.

 For amounts over € 46,000 from April 
1st, 2011.

 For amounts over € 9,000 from July 
1st, 2011. 

 For amounts over € 920 from January 
1st, 2012.

The above procedure will give the tax 
payers the right to apply for tax deductions 
on VAT. They must enter the information 
contained in tax invoices and/or calculated 
adjustments into the National Registry as 
established by the resolution of the Cabinet 
of Ministers of Ukraine.

Personal income tax
Previously, in accordance with the Law of 
Ukraine on Personal Income Tax, personal 
income tax was charged at a rate of 15% on 
the taxable personal income, whilst under 
the new Tax Code the two differentiated rates 
of 15% and 17% will be used. The 17% rate 
will only be applied if the income exceeds 10 
times the amount of minimal wage which 
is established by the law at € 860. The 
differentiated tax rate is intended to enhance 
the revenue budget.

For some types of personal income special 
rates are specified by the Tax Code, for 
instance, dividends will be charged at a rate 
of 5%.

With the new laws set into place, new 
deadlines must be met, thus by May the 1st 
of the year following the tax year, one must 
submit income tax returns and the deadline 
for paying personal income tax is August the 
1st of the year following the tax year.

Special tax regimes
In addition, the new Tax Code also provides 

three special tax regimes. 
Small businesses will 
have a simplified taxation 
scheme. This system 
can be used both by sole 
traders and by corporate 
bodies regardless of their 
business.

In one of the schemes 
a body corporate can use the simplified 
taxation system if it employs up to 50 people 
and its sales revenue does not exceed 92,000 
euros. This scheme uses the payment of 
unified tax, which is one of the local taxes 
and replaces the payment of income tax, 
mineral resources, land tax, VAT and some 
other taxes.

However, tax payers using this simplified 
system may still choose to pay VAT and 
apply for VAT deductions on the purchases 
they make, for them their tax rate is 6%, 
while for those who do not pay VAT the tax 
rate is 10%.

Single Social Security 
Contribution… 
Another effect that came into place on 
January 1st, 2011 is that instead of paying 
separate contributions to the Pension 
fund, Social Insurance fund for temporary 
disability, Social Insurance fund for 
unemployment and industrial accidents, 
employers will be paying a single social 
security contribution; the bulk of the money 
will go to the Pension Fund of Ukraine which 
in 2011 becomes a self-regulated non-profit 
organisation.

It should be noted that the single 
contribution for compulsory state social 
insurance is not a tax and so its payment 
is regulated not by the Tax Code but by a 
separate Ukrainian law. 

The introduction of the Tax Code as a single 
statutory act that defines all the regulations 
pertaining to the charge and payment of 
taxes is definitely a positive development. 
Of course, as it is applied in practice, some 
of its provisions will have to be refined or 
amended, and some concepts will have to be 
defined in more detail.  

As for whether the new Tax Code makes 
the lives of shareholders easier or further 
complicates them, it is something that you 
should be the judge of! 

Prepared by Romana Schur,  
Leading tax consultant of   

Nexia DK. Auditors & Consultants 
(Lviv, Ukraine) 

www.dk.ua 
exclusively for RS

NEAREST NEIGHBORS

During the transitional period of 2011 – 
2013, VAT will be charged at a rate of 
20% and in 2014 the VAT rate will be 

reduced to 17%.
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CUSTOMS&

According to the pagan beliefs, this is the 
time when Jarilo, the Sun god, melts the 
snow awaking Mother Nature with the 
powers of spring. Ancient Slavs baked 
pancakes which symbolized the sun – they 
were just as yellow, round and hot  – and, 
therefore, believed that eating a pancake 
was akin to eating a piece of warmth and 
power of the great celestial body. 

Another Slavic god worshipped as part of 
this festivity was the Bear god, and pancakes 

were a sacrifice to the Great Beast, King of 
Honey. The ancient Slavic name for “bear” 
was “Kom”, hence the second ancient name 
for Maslenitsa – “Komoyeditsa”, as well as 
the popular saying “Первый блин комам”, 
i.e. “the first cake goes to bears”. As time 
passed and the word “kom” went out of use, 
the saying had assumed a totally different 
meaning and now goes like: “Первый блин 

комом” – («Practice 
makes perfect») – 
meaning the first 
failed attempt at 
something new! 

The pre-Christian 
tradition held this 

feast as the time of various rituals related to 
both popular magic and the religious cult, 

heavily sprinkled with entertainment, games 
and feasts which, in response to the needs 
of the times, gradually transformed into 
more familiar folk celebrations and rituals 
(putting the straw effigy to the flames of the 
traditional bonfire, baking sacrificial bread, 
or pancakes, dressing up, etc). For many 
centuries Maslenitsa was primarily the time 
of folk festivities, invariably accompanied 
with feasts, games, and horse-riding. As 
soon as the celebrations were over, people 
dedicated themselves to agricultural work 
with the entire warm season being the high 
time in this respect.

For many centuries Maslenitsa was 
primarily the time of folk festivities, 
invariably accompanied with feasts, games, 
and horse-riding. 

MASLENITSA CELEBRATIONS

“You will not grasp her with your mind 
Or cover with a common label, 

For Russia is one of a kind – 
Believe in her, if you are able…” 

Fyodor Tyutchev, November 28, 1866
(Translated by A. Liberman)

For many centuries Maslenitsa was primarily 
the time of folk festivities, invariably 

accompanied with feasts, games, and horse-
riding.

aslenitsa (prior to the XVI century – the pagan feast of Komoeyditsa) is one of the major pagan festivities 
of the ancient Slavs, a two-week holiday marking the welcoming of Spring and the beginning of the Slavic 
New Year on the Vernal Equinox Day (20 or 21 March the new style), as well as the beginning of the 
spring season agricultural labour. The celebration of Komoyeditsa would begin a week before the Vernal 
Equinox Day and be over with the first week after it. M

Boris Kustodiev “Maslenitsa” (1816)
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In the XVI century Maslenitsa was 
embraced by the Orthodox church in the 
place of the Slavic Komoyeditsa, but since 
what was formerly a pagan festivity now fell 
on the time of Lent – the time of fasting 
when any festivity or celebration were 
strictly forbidden, the date was “moved” 
almost a month ahead of the vernal equinox, 
reducing the duration of the holiday from the 
previous two weeks to one, and it now falls 
on the week preceding Lent. 

But, naturally, moving a festivity associated 
with an astronomical event is hardly 
possible, so it would probably be closer to 
the truth to say that a whole new holiday was 
introduced to replace an earlier pagan one. 

The new church festival became 
known as “Cheese fare week” or 
“meat-fast week”. The religious 
“cheese fare week” now precedes 
Lent. 

Today Russia only widely 
celebrates two of the multitude of ancient 
pagan Slavic holidays: the “displaced” in 
time MASLENITSA and the NEW YEAR’S 
EVE.

In his fairy tale “Snegurochka” (“The 
Snow Maiden”) the prominent Russian 
playwright Nikolai Ostrovsky described 
the customs and rituals associated with 
the ancient pagan feast of Komoyeditsa 
and the traditional Slavic welcome of the 
Holy Spring on the Vernal Equinox Day 
when Snegurochka – Grandfather Frost’s 
granddaughter – melted (In Russia, Santa 
Claus is known as Grandfather Frost or Ded 
Moroz). Some time later the great Russian 
composer Nikolai Rimsky-Korsakov wrote a 
magnificent opera of the same name. 

The festivity had lost none of its merry spirit 
after the Orthodox church embraced it as a 

Christian holiday. There were special rituals 
for each day of the Butter week. Monday 
marked the welcoming of Maslenitsa, 
Tuesday was the day of “zaigryshi” – 
playful rituals. On Sweet-Tooth Wednesday 
mothers-in-law would invite their sons-in-
law to come over (and that is precisely where 
the common Russian saying about going 
over to one’s mother-in-law for pancakes 
comes from!). Fat Thursday was dedicated 
to massive sledding and snowball fights. 
Fridays were when “evenings at mum-in-
law’s” took place – sons-in-law would in 
their turn invite their mothers-in-law over 
for a meal. And Saturday was spent on 
“daughter-in-law parties”. 

The most popular and, probably, the 
most colourful tradition associated with 
Maslenitsa was sledding. Everyone who 
owned a horse would parade along the 
streets of towns and villages, teams of horses 
racing ahead gaily: the wealthier citizens 
would flaunt well-groomed trotters and 
richly ornated sledge covered with carpets 
and bearskins, peasants’ horses would have 
been rubbed, no, practically polished to the 
point of shining, and decorated with ribbons 
and paper flowers. 

The culmination of Maslenitsa is the 
burning of the straw effigy of winter to 
symbolise its departure and the coming of 
spring. This is usually preceded by songs, 
games, dancing, traditional reels, as well 
as opulent feasts of popular dishes – 
sbiten, a hot drink with honey and spice, 
and pancakes. The sacrifice itself (and this 

is what it was originally all about) was in 
the form of a doll which was both scary and 
fun – an effigy of Lady Maslenitsa made of 
straw or rags, usually dressed as a woman, 
representing a sacred image of an ancient 
deity. It was then carried through the entire 
village, perched on a wheel into which a pole 
was stuck. Once the company was outside 
the village, the effigy was either drowned 
in an ice-hole, or simply burnt, or torn to 
pieces, while the remaining straw would be 
scattered about a field. 

The culmination of Maslenitsa is the burning 
of the straw effigy of winter to symbolise its 
departure and the coming of spring.

The ritual burning of the straw 
effigy of Maslenitsa also had 
its own significant meaning: 
destroying the symbol of 
winter was necessary for the 
subsequent return of its power 
in spring cereals. 

The week of celebrations was concluded 
by Shrove Sunday the original meaning of 
which was to reconcile people with each 
other. Our ancestors – Rusichi, believed 
that they should enter the new year 
reconciled and at peace with each other. 

So, on the last day of this very special week 
people used to say, and continue to do this 
today:

“Forgive me all that I owe you 
and all my trespasses against 
you”.
In 2011 the Maslenitsa festivities fall on the 
week between February 28 – March 6.

www.maslenitsa.ru 
www.supercook.ru

The culmination of Maslenitsa is the burning 
of the straw effigy of winter to symbolise its 

departure and the coming of spring.

Vasily Surikov “Capture of the Snow Town” (1891)
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Despite the scrupulous 
preparation of the Russian 
Survey by our experts, the 
information contained in the 
publication should not be 
regarded as a professional 
opinion on a particular issue. 
We highly recommend you to 
consult an expert before making 
business decisions of any kind.

Address of the editorial board: 

3, bld. 1, Krivokolenny Side-Street,  

101000, Moscow, Russian Federation

Tel: +7 (495) 621-10-15

fax: +7 (495) 621-56-87 

e-mail: survey@iclcgroup.com

www.iclcgroup.com

General Manager: Dmitry Vinokurov

Editor-in-Chief: Elena Yuzhakova

Executive Editor: Olga Emelyanova

The publication was prepared with the help of  InformPechat, LLC

Layout: Denis Zakotyansky

Design: Maria Skvortsova

Printed by InformPechat, LLC 

Circulation: 999 copies. Submitted for printing 04.04.2011

2011, ICLC (CJSC). All rights reserved



Founded in 1992, ICLC has grown to become one of the leading Russian audit companies. 
The company’s core principle in work is to assist in development of its clients’ business by 
providing a variety of prime quality services in business support:

  Statutory & ISA Audit
  IFRS consulting 
  Audit of Tax liabilities
  Tax & Accounting consulting
  Legal services 
  Financial, Tax & Legal Due Diligence
  Outsourcing 
  Services to Foreign representative offices.

ICLC is a member of Nexia International – a worldwide network of independent accounting and 
consulting firms.

Tel: +7 (495) 621-10-15, fax: +7 (495) 621-56-87
E-mail: info@iclcgroup.com, www.iclcgroup.com
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