











LAW DIGEST

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

GENERAL REGULATIONS

1. Tt 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 priorto 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. Lowerinsurance 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. TheFederallawon Customs Regulations
in the Russian Federation takes effect on
December 29, 2010 and defines the specific
features of regulatory policies for this field.
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"OUR
OPINION

‘HOSPITALITY’ OF RUSSIAN TAXES

Highly skilled foreign nationals pay 13% income tax

in the Russian Federation

specialists working in Russia were adopted only last year. The 13-percent tax rate should apply to the remuneration

B. mendments to the Russian law regarding the status of Highly Skilled Professionals as a new category of foreign

paid to highly-skilled professionals. The same income tax rate applies to citizens of Russia.

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 drait
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 ete.), 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 o 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




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.

IN OUR OPINION
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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
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IN OUR OPINION

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

L

— How many foreign nationals have been
qualified as highly skilled professionals?

— During the last six months about three
and a hall 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

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.

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
verilying 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.

[ 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
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*SOLUTION

INCOME TAX RETURN — A RIGHT FOR SOME,
AN OBLIGATION FOR OTHERS...

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.

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:

* Qualily 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
30™ of April of the next year, however the
30" of April, 2011 lands on a Saturday so
the deadline has been postponed to the next
business day which is the 3 of May, since
the 15" 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

Services of ICLC

L
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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.

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. Gelting professional services is the easiest

way to avoid accidentally breaking the Russian tax law.
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FROM PROBLEM TO SOLUTION

ICLC SERVICES FOR REPRESENTATIVE OFFICES
OF FOREIGN COMPANIES

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.

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.

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,

» 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.

completion and submission of
accounting statements and reports

Liquidation (closedown) of a
1 of a representative office of a

representative office of a foreign Full-package legal support of the

representative office’s operation:

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

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;

* 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.
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NEIGHBORS

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 1,

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.

Prior to January 1%, 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.

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.

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
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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 1%, 2011.

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

* For amounts over € 9,000 from July
15, 2011.

+ For amounts over € 920 from January
15, 2012.

NEAREST NEIGHBORS

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
0f 5%.

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

Special tax regimes

[n addition, the new Tax Code also provides
three special tax regimes.

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%.

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.

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.

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 1% 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




CULTURE
“CUSTOMS

“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)
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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.

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 “IlepBbii GsiH Komam”,
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: “I'lepBblit 6auH

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

riding.

komom” — («Practice
makes perfect») —
meaning the first
failed attempt at
something new! ©

The  pre-Christian

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

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

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.

Boris Kustodiev “Maslenitsa” (1816)

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.
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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.

CULTURE&CUSTOMS

Vasily Surikov “Capture of the Snow Town” (1891)

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”.

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

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

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

effigy of Maslenitsa also had
its own significant meaning:
destroying  the symbol of
winter was necessary for the
subsequent return of its power

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

o

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

in spring cereals.

The week of celebrations was concluded
by Shrove Sunday the original meaning ol
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 [ 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
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/A\ Auditing firm

'%‘ ICLC

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

* Qutsourcing

* 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@iclegroup.com, www.iclegroup.com





