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Continental shelf,
precious stones await private investment
Private companies may be allowed to work
on the continental shelf, if Prime Minister
Dmitry Medvedev’s suggestion from early
August is taken on board. The Premier
requested that a development programme
for the shelf should be finished within three
months.

to carry out work on the continental shelf.
The companies that comply with these
requirements are Gazprom and Rosneft,
which have already concluded partnership
agreements on developing the shelf with
ExxonMobil (USA), Eni (Italy) and Statoil
(Norway).

discovered large deposits of precious metals
and stones. Under the present legislation,
a foreign investor in this position does not
receive the right to develop the deposits
they find. Moreover, the government can
also remove the investor’s right to subsoil
use.

According to Mr. Medvedev, the economic
effect of the development of the continental
shelf up to 2030 will amount to 8 trillion
roubles (252 billion USD), with the
socioeconomic (or indirect) effect reaching
1.1 trillion roubles (34,5 billion USD).
The annual oil production volume on the
continental shelf will grow to 66.2 million
tonnes by the end of the programme,
compared with 13 million tonnes mined in
2011, and gas production will grow to 230
billion cubic metres, compared with the
2011 figure of 57 billion cubic metres.

Meanwhile, the Russian Ministry in charge
of natural resources, acting according
to the instructions of Deputy Prime

These draft amendments are meant to
change the existing practice. According
to them, if a foreign investor carrying out

Minister Arkady Dvorkovich, has prepared
amendments to the legislation to enable
foreign companies to participate in the
development of large deposits of gold,
diamonds and platinum. This comes as a
response to cases where foreign companies
carrying out exploration work have

exploration, development and mining and
using its own funds discovers a deposit
containing up to 250 tonnes of gold,
diamonds or platinum, then that investor is
entitled to develop that deposit.

The Prime Minister stated his view that the
programme must include highly developed
solutions to environmental issues that
could be encountered when working on the
shelf, as well as defining responsibility for
correcting environmental damage and tax
incentives, including for private companies.
Also, according to Mr. Medvedev, a detailed
study must be carried out regarding issues
of exploring the continental shelf, and a
proper system of control over alreadyissued licences must be introduced. Finally,
the Russian Prime Minister drew attention
to the issue of national security related to
the development of the shelf.
The current law allows only state-run
companies with over five years’ experience

Standard & Poor’s sees no serious threat to
Russian banks
According to a study carried out by Standard
& Poor’s (S&P), the banking systems of
Russia and the CIS will be able to avoid the
worst effects of the financial crisis in the

Eurozone due to the limited nature of their
relations with European banks.
The economic difficulties faced by some
members of the Eurozone and their

banking systems, as well as the impending
introduction of the Basel III package of
banking regulations, are likely to lead to
some Western European banks having
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to cut back on foreign investment, say
the authors of the study. However, the
dependence of Russian and CIS banks on
direct foreign investment from Eurozone
banks is insignificant, so the decline of
the latter is not a great risk to the banking
systems of Russia and the CIS.
Moreover, S&P experts point out that the
main source of risk to the Russian and

CIS banking systems is the deterioration
of the overall macroeconomic picture.
Banks in Russia and the CIS may suffer if
the slowdown of the global economy puts
extended pressure on oil and raw material
prices, the rates of local currencies and
stock markets. In particular, the rouble
value and the situation on the MICEX may
be particularly vulnerable, as they tend to

be volatile in times of crisis. Experts say
that there will inevitably be a slowdown in
economic growth in Russia and the CIS.
However, according to the report, the
impact will not be strong enough to pose
a serious risk to the economy, particularly
the banking sector in those countries.

We remind you that S&P estimates the
short-term sovereign rating of the Russian
Federation for foreign currency obligations
at A-2 level, and the country’s long-term
credit rating in foreign currency at BBB.
The long- and short-term ratings for local
currency obligations are estimated at
BBB+ and A-2, respectively. All ratings
have a stable outlook.

We need growth like in China...
The European Bank for Reconstruction
and Development (EBRD) has released its
forecast for the Russian economy, and the
prospects are disappointing. The authors
of the EBRD report entitled “Regional
Economic Prospects” dramatically lowered
projections for economic growth in Russia
in 2012-13. Russia’s GDP growth forecast
for 2012 has been reduced from the
previously-expected 4.2% to 3.1%, and
the forecast for 2013 has been lowered from
4.3% to 3.3%.
According to EBRD experts, “the reduced
price of oil, added to the pre- and postelection uncertainty has led to a significant

drop of around 25% in the Russian
stock market in Q2, and the rouble has
depreciated against the US dollar by more
than 10%.”
In the second half of 2012, experts believe,
the growth of the Russian GDP will be
adversely affected by expected low volumes
of agricultural crops and accelerating
inflation. By June inflation had already
risen to 4.3%, threatening to exceed the
figure of 6% forecast by the Central Bank
of Russia by December 2012.

told reporters that his department can
increase the forecast for GDP growth
in 2012 to 3.8-4%. According to the
Ministry’s official forecast the GDP growth
in Russia for 2012 is set to amount to
3.4%. In the first half of 2012 that figure
was around 4.4%. Please also note that
in late April 2012 Prime Minister Dmitry
Medvedev expressed his intention to
increase the rate of economic growth,
saying: “The rate of GDP growth is 4%,
which is not bad for the US. We need
growth of 6 or 7%, like in China and India”.

Note that on 20 July 2012 the Minister for
Economic Development Andrey Belousov

MICEX-RTS renamed to Moscow Exchange
The MICEX-RTS joint stock exchange has
been renamed to the Moscow Exchange.
This change was made thanks to the
company’s newly-registered charter, which
also states that the Chairman of the Board
of the joint exchange is its sole head.
The MICEX and RTS exchanges combined
towards the end of last year, since then
trading has taken place on a single platform.
This was done for political reasons, so that
the exchange was not weighed down by the
internal struggle for the market, enabling
it to compete with the world’s leading
stock exchanges in a bid to establish an
International Finance Centre in Moscow.
Foreign investors had demanded that the
regulations were simplified, referring to the

inherent complications in the existence of
two parallel structures.
An IPO of the Moscow Exchange is
planned for 2013, during which organisers
hope to attract over 300 million US dollars
in investments.
According to previously-voiced plans, the
MICEX-RTS joint stock market should be
one of the Top 5 largest stock exchanges
in the world in terms of turnover by 2015.
In order to achieve this, at the end of the
integration process, in 2012-14 the joint
exchange will focus on developing its
product and infrastructure, and from 2014
will begin actively expanding its presence
in the CIS.
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A letter of intent has been signed regarding
cooperation in the development of the
tourism cluster in the North Caucasus

Federal District, the Krasnodar Territory
and the Republic of Adygea.

According to the protocol, Rizzani de
Eccher is set to invest around 1 billion
euros in the construction of the commercial
and hotel infrastructure in the cluster.
In order to participate in this project,
Rizzani de Eccher is planning to establish
a consortium of investment, credit, importexport and other organisations, as well as
construction and real-estate businesses.
At present, OJSC North Caucasus Resorts
is carrying out a large-scale project in
southern Russia to build new ski resorts in
Lagonaki (Krasnodar Territory, Republic of
Agydea), Arkhyz (Republic of KarachaevoCherkessia), Elbrus-Bezengi (Republic of
Kabardino-Balkaria), Mamison (Republic
of
North
Ossetia-Alania),
Matlas
(Dagestan), Tsori and Armkhi (Republic of
Ingushetia), as well as beach resorts on the
coast of the Caspian Sea (Dagestan).
The project is financed by a public-private
partnership. In order to develop the resorts,
tourist and recreation Special Economic
Zones are being established, residents
of which are granted tax and customs
privileges.

Elbrus - the highest peak of Europe

Sale of Sovcomflot: Privatisation in Action
The state is planning to sell its stake in
Sovcomflot, and in early August Deutsche
Bank was selected to organise the deal.
The sale of a 25% stake minus one share
will be carried out in accordance with the
Russian government plans to privatise a
number of state assets. Pursuant to these
plans, in late June the government signed
a resolution on the privatisation of 50%
minus one share in Sovcomflot from the
government’s 100% stake in 2012-13, and
the termination of state participation in the
authorised capital of the company by 2016.
According to Deputy Transport Minister
Viktor Olersky, the privatisation of 25%
minus one share will take place no earlier
than late this year or early next year.
Sovcomflot was transformed into a joint
stock company in 1993 and is one of
the world’s leading shipping companies,
specialising in the transport of crude oil,
petroleum products and liquefied gas.
According to the IFRS, the net income
of the company increased by 36.3% in
Q1 2012 to 45.4 million US dollars.
The company has representative offices,
subsidiaries and crewing offices in Moscow,

St Petersburg, Novorossiysk, Vladivostok,
Odessa, Madrid, London and Limassol.
The company’s fleet currently consists
of 156 vessels with a total deadweight of
11.78 million tonnes. The average age

of the fleet is 7.2 years, with the global
average standing at 12 years. The company
employs 5,770 sailors and a port staff of
2,213.
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Pension Migrations

Expats to have equal pension rights with Russian nationals
Beginning with this year on Russian
employers will be obliged to pay
contributions into the Social Insurance
Fund for their employees, whether Russian
or foreign nationals alike. However, the
mechanism for enforcement rights to state
insurance has not been developed yet. It
will most likely be found in the framework
of the pension reform that is currently
being discussed. Yet experts believe that
the increase of the fiscal burden on account
of insurance premiums is in itself not likely
to have a negative impact on our economy’s
investment attractiveness.

Fiscal sabotage
The attempt to solve the problem of the
rapidly growing budget deficit at the
Pension Fund on account of the rapid
increase of insurance premiums in 2011
has failed. The result was that the majority
of employers were obliged to pay 34% (in
the place of the previous 26%) out of the
payroll into all the three non-budgetary
funds – the Pension Fund, the Social
Insurance Fund, and the federal and
regional medical insurance funds. The
contribution to the Pension Fund of the
Russian Federation rose from 20% to 26%.
Despite the rapid growth of the rate and of
the economy in general on account of rise
in insurance premiums, the fiscal burden
has grown by a mere 0.1% GDP. “This is
far less than we were counting on”, Anton
Siluanov, Russian Finance Minister, said

“The situation
with insurance
premiums is a lesson
for us to learn.
Preliminary estimates
show the taxable
base is dropping,
the hidden salaries
rising”

earlier this year. Worse still, the share
of income tax collected has dropped by
0.3 % GDP. The minister pointed out that
this reduction is represented by the funds
not received by municipal budgets.

Two steps forward offset by one
step
In 2012 the authorities made a decision to
take several steps back. The basic premium
was reduced to 30% on account of the
reduction of the Russian Pension Fund’s
share to 22%. In return, an additional
rate on high salaries– exceeding 512,000
roubles a year, is introduced. Incomes
exceeding this threshold, which previously
used to be free from insurance premiums,
are now taxed at the rate of 10%, all of
which goes to the Russian Pension Fund.
As a result, employers now have to pay
even more for their employees with salaries
exceeding 60,000 roubles than they did in
2011. However, in 2012 the Pension Fund
budget deficit exceeded one trillion. On top
of it, the budget transfer size is growing
in discharge of the federal budget’s
obligations in payment of pension benefits
to servicemen and public-sector employees
and other categories of employees, as well
as other types of benefits managed by
the Russian Pension Fund: by 2015 it is
expected to reach 2.4 trillion roubles (75,5
billion USD).
The 30% rate was initially introduced
for a period of 2 years. It is expected that

Elvira Nabiullina,
ex-Minister of Economic Development and
Trade, Presidential Advisor
© RIA Novosti, Yana Lapikova

in September this year the concept of the
new pension reform will be submitted to
the government for consideration. Yet, in
the run-up to the presidential elections the
business sector had made the government
promise that there will be no raising of the
insurance premium rate. Reduction is most
unlikely.

In September this year the
concept of the new pension
reform will be submitted to the
government for consideration.
In the run-up to the presidential
elections the business sector
had made the government
promise that there will be
no raising of the insurance
premium rate
Manoeuvers with pensions
Proposals concerning the pension system
reform are abundant. In April the media
got wind of some of the suggestions made
by the Ministry of Finance. Here is what
the Ministry suggests: to raise gradually
the retirement age both for men and
women to 63 (the current retirement age
is 60 and 55 respectively). The minimum
labour experience entitling to an old-age
pension is proposed to be raised from the
current 5 years to 15. Those whose labour
experience is below the minimum will have
to survive on a minimal social pension.
People will be encouraged to continue to
work after attainment of the retirement
age: this will enable them to count on
receiving a larger pension benefits amount.
In that case, however, working pensioners
will have to decline the basic component
of the old-age labour pension, which is
currently 3,200 roubles, i.e. about a third
of an average. And, finally, it is suggested
to make the contribution of self-employed
population to the pension system weightier
on account of individual entrepreneurs,
for example, barristers, notaries public.
This category will only be able to count
on a state pension if they pay no less than
22% of the 0.5 of the national average
salary. Presently the amount of such
payments would be almost 2,700 roubles

MAIN

Somewhat different is the outlook of those
responsible for carrying out this reform
at what used to be the Ministry of Health
and Social Development on the pension
system’s future. Following the example of
President Vladimir Putin, they promise not
to raise the retirement age and not to tamper
with the minimum labour experience
threshold, but rather to encourage people
to retire at a later age through economic
incentives, such as considerable increase
in future retirement benefits. The income
replacement rate would increase by 1% for
each additional year of labour experience
reaching a maximum of 75% of the future
pensioner’s lost income with a labour
experience of 40-45 years. Another scenario
suggested by the Ministry was to introduce
the basic rate of 30% for higher salaries, for
example, 1.2 million (37,7 thousand USD)
roubles a year and more, or even for all
types of labour income. That, however, will
not automatically entail many additional
pension rights for top-paid employees.

Detrimental pensions
Proposals concerning the pension system
However, both the Ministry of Finance
and the Ministry of Health and Social
Development pinned their hopes to bring
the Pension Fund into balance chiefly on
abolition of early retirement – with the
age threshold of 45 for women, 50 for men.
Presently up to one third of retirees are
entitled to it and this number includes those
employed at hazardous industrial facilities
with harmful labour conditions, residents
of regions in the extreme north. “Why on
earth should the state, the society, the
government pay on behalf of the business
sector”, complains Director of the Institute
of Social Policies at the Higher School of
Economics Sergey Smirnov. To compensate
additional costs sustained by the Russian
Pension Fund in connection with payment
of early pensions, the insurance premiums
would have to be raised by 10-15%, i.e. to
the level of 40-45% of the payroll, - this
possibility is not to be discarded, claimed
former deputy Minister of Economic
Development and Trade Yuri Voronin.
Raising of insurance premiums is expected
to stimulate modernisation of enterprises
which are mostly represented by gigantic
veteran industrial enterprises. It was
suggested that funds designated for this
purpose are allocated at a concessionary
rate out of pension savings managed by
VneshEconomBank.
This step will be extremely hard to make. The
draft law on professional pension systems
was part of the previous 2002 pension
reform package, reminds chairman of the

Delovaya Rossiya expert council Anton
Danilov-Danilyan. Yet it was removed at
the very last moment. Danilov-Danilyan
believes that the reason for this is that the
bulk of early retirees is accounted for by
employees of defence and law enforcement
agencies – from public prosecutors to
servicemen. In his opinion, even if the
problems related to hazardous industry
and public-sector employees are set apart,
changes in the pension model for one
category of population will inevitably raise
the question why the same was not done
in respect of other categories. Abolition
of all early retirement benefits will reduce
the Russian Pension Fund’s expenses by
a mere 10%, Vladimir Nazarov, head of
the laboratory of budget federalism at the
Institute of Economic Policies: “This is
quite a lot but this will hardly grant the
desired balance in budget”.

Abolition of all early
pensions will reduce expenses
sustained by the Pension Fund
by 10% only
The former Ministry of Health and
Social Development did not eliminate
the possibility of abolition of the funded
pension which currently takes 6pp of the
22% payment to the Russian Pension
Fund, and transforming the whole of the
pension system into a joint one. There
are also suggestions to reduce the funded
component of the contribution to the
Pension by 2 pp transferring this amount
into the joint pool subject to distribution.
This matter is equally expected to be settled
by the government by October this year.
Voronin admits that the proposals made
by the Ministry of Health and Social
Development would not have helped the
Pension Fund budget become deficit-free.
But could well reduce its dependency on
the federal budget: from the current 2.3%
to 0.8% GDP in 2020.
However, in May this year the Ministry
of Health and Social Development was
split into two departments, and the team
working on preparation of proposals on the
pension reform at the restored Ministry of
Labour and Social Protection underwent a
thorough reshuffle.

Retirement at your own expense
In late June the FinMarket news agency
published the proposals concerning the
pension reform made by the “newly”established Ministry of Labour. The
Ministry does not offer to raise the
retirement age but nevertheless supports
the suggestion of their counterparts
from the Ministry of Labour to raise the
minimum labour experience threshold,

which would entitle to a labour pension
upon the attainment of the retirement
age, to 15 years. The full labour pension
amount will be awarded only having a
labour experience of 45 years for men
and 40 years for women. The Ministry of
Labour suggests reckoning on that the
awarded pension amount will be equivalent
to approximately 40% of the lost income.
Anything beyond it can only be claimed
in the event of voluntary participation in
corporate and other non-governmental
pension schemes.

Expats under taxes now
Before 2012 employers were relieved from
the obligation to pay insurance premiums
for foreign nationals working in Russia.
This means that labour migrants did not
have any pension or other insurance rights.
This year the situation changed. Now
employers are obliged to pay insurance
premiums for all their employees on the
basis of a labour agreement signed for a
period of no less than 6 months who reside
in Russia permanently or temporarily.
Highly-skilled
foreign
professionals,
whose income exceeds 2 mln roubles
(63 000 USD), are the only exception –
no insurance premiums are paid to the
Russian Pension Fund in their case. This is
specifically stipulated by provisions in the
laws On Compulsory Pension Insurance
in Russia and On Legal Status of Foreign
Nationals in Russia. So far only additional
medical insurance is compulsory in their
case.
All 22% of payments to the Russian
Pension Fund made by ordinary labour
migrants consist are the joint part only.
Foreign workers have no pension savings.
For all that the mechanism of awarding
labour pensions to foreign nationals is
currently still in the process of development
and is expected to become part of the new
pension reform.

Yes to equalization, no to equality
Collection of insurance premiums from
labour migrants is often explained by the
necessity to equalise them with Russian
nationals in terms of salary competitiveness.
In the absence of this employers found it
more profitable to hire foreign nationals,
which was the case even in such highpaying branches as construction or oil
production. However, social justice is out
of question here so long foreign nationals
cannot avail of the resulting insurance
rights, experts say.
“In principle, the Russian Pension Fund
is now supposed to start a personal file for
each guest worker. But in all probability
these funds go into the joint pool. For us,
Russian pensioners, this is undoubtedly
beneficial since this contributes to
increasing the Pension Fund resources. Yet
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a month. Suggested measures are capable
of gradually reducing the pension system
budget deficit and achieving its balance by
2029, claim sources at the Ministry.
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for labour migrants this is rather a turn for
the worse since it means that the employer
will reduce their salary to be able to pay
insurance premiums”, says Sergei Smirnov
of the Higher School of Economics. “In
theory, a foreign national may be entitled to

link between them in the form of regulatory
documents. And the only documents that
could be viewed as a kind of link are in
fact extremely contradictory, confusing,
giving rise to legal nihilism. The result is
that even with CIS countries in question

a Russian pension if insurance premiums
were paid to his account for no less than 5
years and if he lived in the country up to his
60th birthday (55th birthday for women),”
says Professor of the Academy of Labour
and Social Relations Andrei Gudkov.
But in real life such examples are rare,
especially as the current pension reform
will most likely result in the increase of the
minimal labour experience threshold up to
15-25 years.

Russia usually refuses to recognise labour
experience in other countries, or even
pensions awarded abroad, and labour
experience earned in Russia is equally not
recognised there”, this is how Mr Gudkov
describes the actual situation.
Low-paid foreigners will not contribute
much to the Pension Fund, whereas highlyskilled workers usually do not need our
social state insurance, Mr Gudkov believes

A foreign national may be entitled to a Russian pension
if insurance premiums were paid to his account for no less than
5 years and if he lived in the country up to his 60th birthday
(55th birthday for women)
Under the existing procedure foreign
nationals may be entitled to a Russian
pension, even if residing abroad, if it was
awarded to them under the Russian law.
Upon departure of an expat from Russia
before reaching the retirement age, old-age
pension may not be awarded to him/her,
unless otherwise stipulated by a relevant
international agreement. According to
information available on the Russian
Pension Fund website, such agreements
were signed with 19 of the former Soviet/
Socialist bloc countries, as well as Spain.
“There are declaratory instruments and
there is the actual situation. There is no

that: “Highly-paid foreign professionals
coming to work in Russia are usually
insured in their home country. Moreover,
stay and work in Russia are considered
hazardous, dangerous and harmful
worldwide. In Sweden, for example,
insurance rates for the country’s nationals
leaving for Russia are four times higher
than for those leaving for France”. Expats
receive pensions either from the country
of nationality, or via voluntary pension
insurance schemes. That is why expats
themselves tend to show little interest to
the novelty of insurance payments collected
from Russian employers. For them this is

merely an additional burden associated
with their work in Russia, Andrei Zelenin,
partner with Lidings Legal Consultants,
believes. This may cause some surprise
at most, since such procedure is far from
being a hard and fast rule for all countries.

Pension dodgers
Experts are certain that employers of
labour migrants will do their utmost to
avoid paying insurance premiums. “This
is perceived as an increase of the fiscal
burden”, Mr Zelenin says. That is why,
he claims, we are currently observing the
splitting of labour contracts into shorterterm contracts, signing of agreements
on provisions of services instead of
labour agreements. Gudkov believes that
employers of highly-skilled expat managers
will be prepared to pay premiums for
them based on their official salaries,
which is sufficiently high in order to avoid
possible interest on the part of supervisory
authorities, even if the amount reaches
10,000 roubles, for example. Premium
amounts will be 3,000 roubles, which is
not likely to solve the problems afflicting
Russia’s pension system.
Those employers who envisage no such
fiscal burden minimisation options simply
raise the cost of services in question sold
on the Russian market, Mr Zelenin claims.
Andrei Susarov,
Tax Columnist with Moscow News
Exclusively for Russian Survey
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In the context of worsening economic
recession in Europe, investors are showing
a growing interest in the Russian market.
According to Deputy Minister of Economic
Development and Trade Andrei Klepach, the
2012 capital outflow may total approximately
50 billion dollars. “It may be slightly more,
may be slightly less. It will all depend on how
the situation with oil prices will develop”, he
said.
That is to say, the Russian Ministry of
Economic Trade and Development had
forecast for this year a capital outflow to the
tune of 25 billion dollars. The Central Bank
of Russia appears to be more optimistic: its
analysts believe that the outflow will total

to our estimates, the net capital inflow in
June totalled 3.5 billion dollars”, said Ivan
Chakarov, analyst with Renaissance Capital.
Chairman of the Central Bank Sergey
Ignatyev confirms the capital inflow but
is cautious to state that “on the whole the
forecast will depend on the situation on the
international markets”.

dynamic of capital flow was due to the fact
that top managers of large companies,
primarily, mineral companies, received
bonuses precisely in the first quarter”, says
Anton Struchenevsky, senior economist
with Troika Dialog Investment Company.
“If such are not spent inside the country or
invested into foreign assets, the statistical
reports reflected this as capital outflow”.

Net capital outflow did not only perceptibly
slow last spring – indeed it was succeeded by
partial inflow
In the second quarter top managers
simply stopped receiving bonuses and the
statistical outflow showed a triple reduction.
Here is another confirmation of the expert’s
opinion: during the bonus payment period
by large companies savings did not grow,
and the consumption rates remained the
same. This means that realised profit was
taken out of Russia.

a mere 10.5 billion dollars. The Central
Bank so far maintains its annual capital
outflow forecast. Usually the regulatory
authority adjusts its forecasts in its Draft
Key Monetary Policy Strands for the coming
year, and this document will be submitted to
the State Duma of the Russian Federation in
late September.
However, all of these indicators – whether
provided by the Ministry of Economic
Development, or by the Central Bank – can
be considered as positive: last year investors
had taken a far larger amount – 84.2 billion
dollars – out of the country.
In actual fact, according to the Central Bank
estimates, the outflow in the first six months
of the year totalled 43.4 billion dollars: 33.9
billion left the country in the first quarter,
9.5 more billion – in the second.
It is notable that net capital outflow did not
only perceptibly slow last spring, indeed it
was succeeded by partial inflow. “According

Why has the outflow slowed
down?
What was the triple reduction of the capital
outflow in the second quarter in comparison
to the third quarter due to?
The reasons for this are numerous. “Before
the March 2012 presidential elections
people feared uncertainty and took their
money out of the country just in case, while
the second quarter brought certainty and
clarity whatever its context was”, muses
Professor of the Russian School of Economy
Tatyana Mikhailova. That is why JanuaryFebruary saw an outflow of capital, while in
the spring, once the elections were behind,
and investors saw clarity in the situation,
the outflow decreased.
What is surprising is that capital was flowing
out of the country the fastest precisely
when the oil prices were growing, that is,
in the winter, and once the oil prices began
to drop, the outflow did likewise. “Such

It is notable that the capital export by
companies remains at a stably high rate.
Its reduction in June was largely due
to the need to redeem large external
debts – according to the Central Bank
estimates, such total 16.3 billion dollars,
and another 2.5 billion dollars are interest
on those debts. “This money had to be
saved in advance, and thus May witnessed
a certain capital outflow” says Dmitry
Miroshnichenko, research assistant with
the Development Centre Institute of the
National Research Institute at the Higher
School of Economics. “Furthermore,
payment of this interest is not accounted
for in the financial reports under capital
flow but under current operations, i.e.
interest money is not considered to be
capital outflow, even though in actual fact
they leave the country’s economy”.

Good news for investors
The capital inflow is attributed by the
experts, among other factors, to the
stabilised domestic political situation in
the country. Thus, First Deputy Chairman
of the Central Bank Alexei Ulyukayev
claimed that the cause of the investment
growth in Russia is the formation of a new
government and, as a result, reassessment
of political risks by investors.
Ivan Chakarov also says that “in the context
of reduction of political risks investments
are again seeking their way into Russia”.
Another factor stimulating the inflow is
repatriation of earnings by exporters.
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Capital flowing into Russia at last
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In the context of reduction of political
risks investments are again seeking their way
into Russia
“This money was kept by exporters in
banks abroad, and this was reflected
on the balance sheet as capital outflow.
Following the appointment of the new
government these funds began to return”,
he said. Seasonal factors also have their
usual role to play here. For example, in the

first quarter companies usually set their
budgets, whereas in the second quarter
they begin project financing in Russia.
Experts claim that the capital outflow
reduction will persist until the end of this
year. “Last year’s total capital outflow was
not due to stabilising oil prices but rather to

the growing import”, Anton Struchenevsky
believes. Ivan Chakarov expects the
positive trend to persist in the second half
of the year forecasting a net inflow of capital
in July-December and a net outflow of 20
billion dollars based on the results of the
year.
Maria Selivanova,
Economic Observer with RIA Novosti
Exclusively for Russian Survey

The anti-tobacco law threatens
small businesses

W

hile the government keeps making public and highly publicised pledges to support small

businesses, it would appear that in actuality the state seems to be hell-bent on undermining
them. New examples of this sort of thing appear practically every week. Take small vendors,

for instance: the new far stricter regulations on sales of beer and cigarettes may very well wipe out
an entire small business sector, leaving thousands of people without jobs all across Russia. On the one
hand the government seems to be going after a righteous goal – to protect the nation against drinking
and smoking, but on the other hand, nobody seems to care about what is going to happen to the people
currently employed in this sector. Furthermore, the leaders of the Ministry for Health believe that small
retail of alcoholic beverages and cigarettes should be eliminated completely as a type of business.
In principle the government is willing to
support domestic business but they tend
to think in very global terms. Thus at the
Innoprom-2012 exhibition on July 12th, the
Russian prime minister Dmitry Medvedev
was quoted as saying that in its support
of small, medium and large businesses
the government should focus on ensuring
the stability of macroeconomic indicators.
“This has to be done so as to avoid a repeat
of the situation we had in Russia in the
1990s,” he explained. In addition, the head
of government said he was confident that if
modern well-balanced methodologies are
used to regulate the economy, more credit
will soon be available to businesses: interest
rates will fall while maximum repayment
periods on loans will increase.
In the meantime, ordinary small business
people, whom the government officials say
they care so much about, are concerned with
much more down-to-earth problems, one of
them being high street retail.
“Most of the provisions in the Ministry for
Health’s bill on Protecting the Population
from the Consequences of Tobacco
Consumption would in reality translate
into huge losses for entrepreneurs, more
corruption on the domestic level and an
explosive growth of the black market for
cigarettes in Russia,” conclude the experts of

MAIN

It should be noted that the Ministry for
Health’s proposed anti-tobacco bill consists
almost exclusively of bans: advertising of
tobacco products is to be banned, displaying
cigarettes in showcases is to be banned,
smoking in public places and selling
cigarettes in retail outlets with a floor area of
less than 50 square metres are to be banned,
tobacco companies are to be banned from
donating money to charity as well as from
sponsoring events. At the moment the bill
is being reviewed in the ministries affected
by it.
In the meantime the bit that worries
entrepreneurs the most is the ban on selling
cigarettes in small retail outlets with a floor
area of less than 50 square metres. Experts
believe there is no real justification for this
ban. They are also criticising the proposed
ban on showcasing cigarettes in retail
outlets because similar bans in countries
like Canada, Iceland and Ireland have
proved ineffective.
“Banning small retail outlets from selling
cigarettes is in effect nothing more than
discrimination based on the floor area of
the store,” is the opinion of the Russian
Academy of National Economy researcher
Natalia Kornienko, who was in charge
of assessing the regulatory impact of the
new bill. “There is no evidence whatsoever
in any country in the world that there is
any correlation between the size of a retail
outlet and its sales of tobacco. It is glaringly
obvious that the inclusion of this particular
ban in the new bill aims to strengthen the
positions of the major supermarket chains:
we estimate that this ban will cause sales in
small retail to fall by as much as 30%. Plus
this measure is not in any way aligned with
the declared goals of the bill.”

It should be mentioned, though, that
representative of large retail chains deny
these allegations. Thus, while the executive
director of the Association of Retail
Companies Ilya Belonovsky admits that
large retail chains will benefit if the new bill
is passed into law, he says they will not gain
that much in the end. “Cigarette sails make
up no more than 3-4% of our total sales,”
he explains, “so maybe they will go up by
1%... there is no point to exaggerate future
revenue. Moreover, I’ve already said several
times we don’t need this ‘gift’ at all”.
In view of the fact that from January 1st 2013
street kiosks will also not be able to sell beer,
the vast majority of them will simply have to
close down. “If small retailers can no longer
sell tobacco and alcohol, this basically
wrecks the entire small retail business
as such. It should be reminded here that
among the things that killed Gorbachev’s
regime in the late 1980s was a tobacco riot.
Consequences have to be assessed before
any action of this sort is taken,” notes the
head of the Russian Union of Industrialists
and Entrepreneurs Alexander Shokhin.

Note
Mikhail Gorbachev was the first and the
last president of the USSR.
He was elected president on March
15th 1990 and held the post until the
dissolution of the USSR in December
1991. Gorbachev’s time in office is
remembered today primarily as a time of
acute shortages of groceries, cigarettes
and consumer goods, latent inflation, and
introduction of rationing for a broad range
of goods.
However, the head of the Ministry for Health
Veronica Skvortsova is firm. “We’re not
talking about infringing the rights of small
and medium sized tobacco businesses,” she
was quoted as saying in late May, “what we
want for this kind of business is to simply
disappear entirely in the future.”
In the meantime the problem with the
development of small and medium sized

There is no evidence whatsoever in any country
in the world that there is any correlation between
the size of a retail outlet and its sales of tobacco.
It is glaringly obvious that the inclusion of this
particular ban in the new bill aims to strengthen
the positions of the major supermarket chains:
experts estimate that this ban will cause sales in
small retail to fall by as much as 30%

businesses still has not been resolved and
analysts say that something is going to be
done about it.
Thus, the asset management director of the
investment company Trade Portal Nikolai
Solabuto points out that one of the main
obstacles preventing small and medium
businesses from taking off in Russia is
overregulation, lack of office spaces and
industrial real estate and high overheads of
running a business.
“And the main obstacle that’s real holding
back the development and investment in
this otherwise quite promising sector is
lack of primary business education,” he
says, “when teaching people about business
you don’t want to tell them that they need
to come up with an exclusive product,
instead you have to explain to them what
sort of formalities an entrepreneur has to
go through to properly set up his or her new
business, what is the best way to deal with
these formalities, what steps need to be
taken to take care of them. You also need
to teach them the basics about contracts,
legal and taxation nuances of running a
small business. You can’t find this kind of
information even on the specialised websites
of government agencies. It turns out this
information is really hard to come by, like
once you’ve decided to start a business,
where you should go, what documents
should you bring along, what fees you
should pay etc.?”
In addition there is practically no available
turn-key office and industrial premises in
the country. “Suppose I wanted to open
some kind of a repair shop, I would have
to deal with the fire wardens, health and
safety officials and a whole bunch of other
regulators on my own,” Solabuto explains,
“Ideally I would want to be able to lease some
premises that already have all the necessary
permits. If we take food production, small
businesses simply cannot afford to enter that
sector at all because of the prohibitive costs
of getting all the permits for the premises.”
The analyst believes the first step should be
to educate entrepreneurs. “At the very least
some crash courses could be organised in
prefectures, a small classroom and a teacher
who can tell them everything,” he believes,
“the next step would be building turn-key
office spaces and industrial premises that
small businesses could simply lease. If
local authorities cannot provide their small
businesses with certified premises for their
operations, they should relax the restrictions
and requirements of the supervisory
agencies.”
Sergey Slavin,
Economic observer
Exclusively for Russian Survey
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the Russian Academy of National Economy
and the Higher School of Economics. These
experts were commissioned by the Russian
Union of Industrialists and Entrepreneurs
to assess the impact that the new bill would
have on the business climate in the country
and its consequences for small businesses
if it were to be passed. They published their
findings in late July.
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MARKET
BREAKDOWN
RUSSIAN HOTEL BUSINESS: DEMAND FOR HIGH QUALITY
AND REASONABLE PRICE

T

he Russian hotel business is a promising industry for potential investors. Most of the industry’s

post-Soviet problems have become a thing of the past. From year to year, the market is gradually
approaching international standards. Its potential for development and growth is still very high,

which is applicable to nearly every segment of the Russian hotel business.

Construction of new hotel in Rose-Resort (Sochi) for the Olympic Games 2014

Profits growing
anything else

faster

than

The Russian hotel business is one of the
most dynamic industries showing annual
growth. In 2011, according to estimates
by BusinessStat, the hotel service market
grew by 12% in volume terms. In addition,
market value increased by 22% and reached
144 billion roubles (more than €€3.5 billion

or about $4.5 billion). Profits are growing
faster than the number of provided services,
which is promoted by increasing prices
among other things. Over the past 5 years,
the average price of the Russian hotel
services has grown by 63% and in 2011 it
reached 1,662 roubles (€42.3 or $52.5) per
person per day.

infrastructural development of the industry
and increasing customers and average
nights spent at hotels, while increasing
prices are caused by growing numbers of
international chain companies entering
the market, growing numbers of expensive
hotels, rising personnel salaries, and
increasing additional hotel services.

BusinessStat notes that the Russian hotel
market is growing in natural units owing to

Business representatives are positive that
major developments in the Russian hotel

MARKET BREAKDOWN

Main market participants are
already on board

the capital of the Russian business tourism,
Saint Petersburg is a cultural centre, and
Sochi is a seaside resort, which will also
become a sports capital.
In addition, hotel business is developing
fast in some regions of the Russian
Federation. For example, Kazan, according
to Nadezhda Makatrova, Director of
Konkretika (a consulting company

How many hotels are there in Russia?
Experts offer different estimates. “In
Russia, according to the Russian Federal
State Statistics Service, there are
about 8,000 hotels and similar lodging
facilities and 4,500 specialized means
of accommodation. But what are they?
Residence halls, hostels? It is not quite clear.
Total inventory is nearly 600,000 rooms,”
said IFK Hotel Management partner
Marsel Izmaylov. However, according to
Mr Izmaylov, statistical data do not give a
full picture of the market, because “quality
accommodation” accounts for only a small
percentage of those thousands of buildings.

Stereotypes working for business
class
The Russian hotel business is an industry
facing numerous specific problems.
International chains increasingly set their
quality standards, on the one hand, while
old Soviet hotels are still there, on the other.
Most former Soviet hotels are still stateowned or owned by public and municipal

Regarding international business presence,
there are 20 international operators
managing 117 hotels with 28,000 rooms
in Russia. All the largest chains are present
in the Russian market: Rezidor manages
20 hotels, InterContinental – 18, Marriott
–16, and Accor – 15. In their lines, nearly
all operators have several brands of different
price categories with different positioning
designed for different customer groups.
“But there are quite a few European,
American, and Asian chains that are not
yet present in Russia,” said Director for
Hospitality In.Comm (a hotel consulting
company) Yelena Lysenkova.

Regarding international
business presence,
there are 20
international operators
managing 117 hotels
with 28,000 rooms in
Russia. All the largest
chains are present in the
Russian market
Hotel Baltschug Kempinski, Moscow
Most hotels managed by international
operators fall on Moscow, Saint Petersburg
and Sochi, where the 2014 Winter
Olympics will take place.
“Fifty-five per cent of internationally
operated hotels are in Moscow and Saint
Petersburg. About 10% are in Sochi,” said
Mr Izmaylov from IFK Hotel Management.
And that is easily explainable. Moscow is

specializing in property marketing) has
been successfully promoting itself in the
tourist market under the brand “the third
capital of Russia”, Yekaterinburg is being
referred to as “the capital of the Urals
Region,” and some central Russian cities
are “sites of rich historical heritage.”

companies. The business community
evaluates their potential in different ways.
“The situation with Soviet hotels has several
aspects. Some of them are bought by large
chains, while others develop independently.
On the whole, public companies tend to
get rid of their core assets. However, it is
not always the case that these assets go to
retail investors,” said Yelena Lysenkova.
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market are still ahead. The time is ripe
for global development. This is promoted
by slow yet growing domestic and foreign
tourist flows, changing domestic consumer
needs, and the fact that the hotel business
retains its stability even under recession.
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Shalyapin Palace Hotel, Kazan’
According to experts, some part of public
hotels and those owned by large state
corporations will remain state property and
be rehabilitated, while others will be sold at
public auctions.
In the meantime, while large chains erect
expensive and medium-priced hotels in
Russia and the state is pondering on the
future of old Soviet assets, foreign tourists
and Russian residents experience severe
shortages of high-quality economy-class
hotels. In Moscow and Saint Petersburg,
they partially solve this problem by
developing a hostel system. In Moscow,
for instance, there are about 70 hostels,
explained Daniil Mishin, a managing
partner at hostel chain Bear Hostels.
However, according to Mr Mishin, this
does not help meet the demand for classic
economy-class hotels.

In the meantime, while large chains erect
expensive and medium-priced hotel in Russia and
the state is pondering on the future of old Soviet
assets, foreign tourists and Russian residents
experience severe shortages of high-quality
economy-class hotels
One of the main reasons why accessible
economy-class hotel infrastructure has so
far developed at a low rate is the seasonal
factor. At Lake Baikal, for example, the
swimming and sunbathing season is
only two weeks long. Coming alive in
the business tourist season, Moscow
hotels have to reduce their prices in the
summertime, because it is a slack season
for foreign tourists so far.

According to Yury Barzykin, Chairman of
the Tourism, Resort and Recreation, and
Hotel Entrepreneurship Committee of the
Chamber of Commerce and Industry of the
Russian Federation, absence of accessible
hotels is primarily caused by lack of
competition. Why bother constructing
several economy-class hotels, if one can
build an expensive and profit making
facility? In the opinion of Sergey Buzko,

MARKET BREAKDOWN
the North Caucasus, with its rich natural
potential and a terrain suitable for the
development of mountain skiing tourism.
The Altai and Baikal areas are intensely
promoting themselves as tourist regions.
Very promising are the Golden Ring cities,
because most foreign tourists who visit
Moscow and Saint Petersburg continue
their travels in Vladimir, Suzdal, Pskov,
Nizhni Novgorod, and other cities located in
the vicinity of the Russian capital. A bright
future can be expected for the Russian
Far East, where an APEC forum will be
held*. According to Nadezhda Makatrova,

Russia is stereotypically considered to be a
no-comfort territory
Another acute problem faced by the
Russian hotel business is lack of skilled
personnel. This problem is closely related
to lack of distinct service quality criteria,
which could develop if a hotel classification
system is introduced. However, mandatory
classification is in force only for Sochi in
connection with the forthcoming Olympic
Games. In this context, representatives of
the business community note that having a
classification system in place is no panacea.
“This system is defective, for instance,
certificates are issued by enterprise
directors who, more often than not, do not
visit facilities and have nothing to do their
evaluation. So, it happens that a person in
charge of awarding “stars” is out of touch
with reality,” said Yelena Lysenkova, noting
that customers’ main considerations are a
range of services offered at a hotel and its
location.

A hotel is no toy for your wife
Nevertheless, whatever the problems
may be, the Russian hotel business is a
promising investment destination. The
primary reason is that this industry has
enough space for development. At present,
according to analysts, there are basically no
specialized investors or owners operating in
the market, so business-oriented projects
are few and far between. “They tend to build
a hotel because nothing else can be done,
or one first has to build a hotel before doing
something else, or just as a toy for the wife
or a girl-friend,” said Yelena Lysenkova.
At present, Russian authorities strongly
motivate Russian regions toward attracting
investors to the hotel industry. In Moscow,
for example, it is planned to double
the number of hotels by 2025. Special
emphasis is being placed on the so-called
tourist clusters. Specifically, Russia heavily
focuses on the development of tourism in

Russian regions are gradually learning
how to position themselves correctly in
the tourist market, which contributes
to the development of tourism. Russian
authorities are sure that nearly all Russian
regions can to some or other degree become
tourist destinations. This is a question of
time, largely depending on the resolution of
such problems as development of domestic
economy-class air services.
Business people agree that at present
Russia has basically no regions having too
many hotels. “International companies

operate only in 37 regions, but it will take
years or even decades to cover the whole
country. In Russia, a lot of time will pass
before one can say: ‘No, this region is not
for me. Its market is oversaturated’,” said
Mr Izmaylov.
In addition, all hotel business segments are
attractive for investors. The future definitely
depends above all on the development of
high-quality economy-class hotels and
hostels. However, experts note that urban
business hotels will not lose their relevance
in the near future owing to growing
business tourism. Besides, Russia has very
few apartotels. Analysts expect that “family
hotels” will also develop.
“In the following decades, all international
operators will strengthen their market
presence. Even those who underestimate
the Russian market will come over
here. Competition, excitement, and
creative projects are in store for us,” said
Mr Izmaylov, noting that from year to
year Russian businesses are gradually
approaching international standards.

Marina Selina,
RIA Novosti
Exclusively for Russian Survey

Things worth knowing
Those who decide to invest in the hotel business in Russia should keep in mind the following.
Minimal payback period is 8 years in Russia as compared to 15–20 years in Europe,
explained Yelena Lysenkova, adding that money value is quite different in this country too.
“On the whole, GOP—gross operating profit—in Europe varies from 3–4% to 10–12%,
while in Russia it reaches 45–55%, although over the last 3 years it has steadily been
going down against the background of growing salaries and taxes and decreasing incomes,”
said the expert. According to Marsel Izmaylov, one should be careful about cost recovery
matters. “Like in all markets, this depends on many factors, all the more so in the hotel
market. There are no two identical hotels even under one brand and this will never happen.
Surely, no super-fast cost recovery can be expected here, because this is not a fast food,
hostel or retail market,” he said.
In addition, some specific operating conditions existent in the Russian market should be
kept in mind.
“In Moscow, for instance, development of a balanced system of accommodation facilities
is hindered by such factors as limited land allocation for hotel construction, terms and
conditions of obtaining relevant permits and authorizations for the construction of
accommodation facilities,” said Yury Barzykin.
Experts advise that the origin of land or buildings should be carefully checked. “It is worth
knowing that some construction requirements are even more lenient in Russia than in
Europe or America, while others are not logical and strange, but they should be complied
with.
People should be taught at every stage of project implementation,” said Yelena Lysenkova.
It is better to have a local partner who covers all aspects of market operations, or at least
some experienced expert partners: managers, architects, builders, and so on. This way, you
will have fewer problems,” advised Mr Izmaylov.

* The APEC Summit will be held in Vladivostok, a gem of the Russian Far East. Read more about this city on page 20.
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Vice President of the Yekaterinburg-based
Ural Tourism Association, another reason
is the persistence of stereotypes. “Russia
is stereotypically considered to be a nocomfort territory. For example, when an
employee is sent to Russia on a business
trip, it is customary to use the services of
some reputed airline company and stay at
an expensive hotel for reasons of maximal
safety,” said Mr Buzko, noting that these
stereotypes also affect the mentality of
investors who see their opportunities only
in high-class segments and focus primarily
on demand of the business community.
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from

PROBLEM
to
SOLUTION

Foreign loans are economically-sound,
but not always
Russian and foreign companies, in
particular those apart of holding structures,
use loan operations fairly often: Russian
organisations use borrowed money at
an interest rate from “friendly” foreign
partners.

Taxpayers are especially noted for their
use of the 1998 Agreement concluded
between the Government of the Russian
Federation and the Government of the
Republic of Cyprus entitled “On Double

In November 2011 the Supreme
Arbitration Court of the Russian Federation
adopted Presidium Decree No.8654/11
in which it sides with the tax authorities
in an attempt to resolve the situation.
The court specified that International
Agreement regulations do not rule out the
possibility of establishing special national
legislative taxation rules (for the countries
concluding such agreements) as a way of
fighting against tax minimisation aimed at
eliminating taxation discrimination.

Economically speaking raising funds is
profitable for both the Russian organisations
receiving money at an interest rate
lower than the bank rate and the foreign
organisations which receive guaranteed
income from the use of such funds. Another
advantage is the fact that this interest
income, when there are relevant conditions
in Double Taxation Avoidance Agreements
between countries whose residents are the
loan-giver and the borrower, can be income
tax exempt in the Russian Federation.

Until recently, paying out loan interest to
a foreign parent company was more profitable
for a Russian organisation than paying out
dividends. Now the Russian borrower has the
opportunity to account these interest
payments as an expense when paying profit
taxes, unlike in the case when dividends
are paid out to a foreign company
However, it is worth noting that the Tax
Code of the Russian Federation contains
numerous limitations for the amount and
conditions in regards to accounting loan
interest loans between affiliated entities
as expenses. Nevertheless, taxpayers,
using the statues from Double Taxation
Avoidance Agreements found full-proof
loopholes for these limitations and fully
accounted these expenses for tax purposes.
Additionally, upon paying interest to a
foreign organisation this income was not
subject to taxation.

But financial and tax authorities of the
Russian Federation were convinced that
in this case legal tax regulations of the
Russian Federation took priority, which
was confirmed by letters from the Ministry
of Finance of the Russian Federation.

Taxation Avoidance in Relation to Income
and Capital Taxes”. According to this
agreement a Russian organisation when
paying out interest income to a foreign
organisation is not obligated to withhold
taxes from income made. A Russian
borrower was entitled to a reduction in its
taxable profit for the whole interest amount
actually paid to a Cyprus resident if it paid
loan interest based on market conditions.
That was the very position which was
supported by arbitration courts.

Despite the fact that the court Decree
did not consider the issue of possibly
reclassifying the interest paid based on loan
agreements as dividends, a few courts (after
adoption of the aforementioned Decree)
have already started to acknowledge that
such a reclassification is justified.
Therefore, current loan relations with
affiliated foreign companies have become
slightly less attractive in terms of tax
minimisation. Nevertheless, this situation
does not rule out the possibility of raising
borrowed funds in a mutually-beneficial
manner, from foreign companies which
are not mutually-dependent on Russian
organisations, since in this case there is
no risk that the interest payments will
be reclassified as dividends, while the
expenses on paying out interest may be
accounted by the Russian borrower for
tax-purposes on general terms.

Tatyana Vinokurova,
Head of Tax and legal consulting
department, ICLC
Exclusively for Russian Survey
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Main changes in the Law of the Russian
Federation from April 19, 2012 to July 13, 2012
Number of invitations issued to
foreign nationals rise
Decree No 257n of the Ministry of Health
and Social Development of Russia of
26.03.2012
The number of invitations issued to
foreign nationals for entry into the Russian
Federation on job visas has grown from
34,003 to 36,427 in 2012 in Moscow.
The total number of issued invitations has
increased in the following federal districts:
Central Federal District - from 67,428 to
70,718;

Southern Federal District - from 23,178 to
33682;
Volga Federal District – from 34,577 to
34,875;
Ural Federal District - from 37,678 to
37,801;
Siberian Federal District - from 48,786 to
49,351;
Far-Eastern Federal District - from 70,443
to 71,497.
The number of invitations issued in the
North-Western and the North-Caucasian
Federal Districts remained unchanged.

Privileged regime for fixed assets
with high energy efficiency
Decree No 308 of the Russian Government
of 16.04.2012
Starting from 01.01.2012 taxpayers are
exempt from the obligation to pay the
corporate property tax in respect of items of
fixed assets with high energy efficiency (put
into operations after 01.01.2012).
The list of items to which the privileged tax
regime was approved by Decree No 308 of
the Russian Government of 16.04.2012.
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Mandatory valuation (confirmation)
of conformity is not required
Resolution No 80 of the Panel of the
Eurasian Economic Commission of
13.06.201
A number of items were removed from
the Unified List of Products subject to
mandatory valuation (confirmation) of
conformity in the framework of the Customs
Union regulations, with unified documents
issued, namely:
8 – Light Industrial Goods;
9 – Toys and Juvenile Goods;
14 – Container Glassware;
15 – Packaging Means;

The list of documents required
for submission by international
carriers
Decree No 505 of the Russian Government
of 24.05.2012
The list of documents to be submitted by
a carrier to a transport control authority
wishing to be authorised to conduct
international automobile transportation
has been amended. A carrier now
additionally has to present copies of
documents confirming ownership or other
legitimate grounds for intended use of
means of transport, as well as their state
registration, a Third Party Only insurance
policy
and
documents
confirming
professional competence of the executive
officer.
The condition of holding a licence for
automobile transportation of passengers
equipped for transportation of more than 8
people for a Russian carrier to be authorised
to conduct international automobile
transportations was removed.

Fatal accidents mean no discount
granted to the employer
Decree No 524 of the Russian Government
of 30.05.2012
Insurance premiums to the Russian Social
Insurance Fund are paid based on the
insurance rate adjusted with consideration
of the discount or premium amount
established by the fund.
Under the approved Regulations on
Introduction of Discounts and Premiums
on Insurance Premiums consideration
of any cases on application of a discount
an employer shall submit a relevant
application to the fund no later than on July
1, 2012. The discount is to take effect on
January 1, 2012.
In 2012 discounts and premium are
calculated based on the indices established
on the basis of the employer’s business

performance over the years 2008 - 2010.
Under the provisions of Decree No 524 of
the Russian Government of 30.05.2012,
the employer shall be granted no discount
on the insurance rate in 2012 if the
organisation had sustained fatal accidents
in 2010.

18 – Personal Protection Equipment;
23 – Perfumes and Cosmetics.
The requirement of mandatory valuation
(confirmation) of conformity, with issuing
of unified documents, is, therefore, no
longer applicable to these categories of
products.

Alienation
of
subsurface
resources, including their lease, is Sale of margarine will be subject
to full-rate VAT
now prohibited
Federal Law No 61-FZ of 05.06.2012
Amendments prohibiting alienation of
subsurface resources, including their lease,
were introduced into Federal Law No 122FZ On State Registration of Rights to
Real Estate and Transactions Therewith of
21.07.1997.

Collected without recourse to
court
Decree No 543 of the Russian Government
of 01.06.2012
The list of documents under which debts
are collected without recourse to court
on the basis of notarial orders includes
documents pertaining to loan, custodial
services and lease agreements. Documents
required for collection of debts without
recourse to court on the basis of notarial
orders include:
– for loan agreements (pawn broker
tickets) - loan agreement (pawn broker
ticket);
– for custodial services agreements cus-todial services agreement, registered
custodial receipt;
– for lease agreements - lease agreement,
document confirming transfer of assets
by the lessor to the lessee, as well as a
calculation of the lessee’s debt signed by the
lessor and containing data on amounts and
dates of enforcement to cover the debtor’s
liabilities under relevant agreements.

Decree No 597 of the Russian Government
of 18.06.2012
The list of foodstuffs type code in the AllRussian Product Classifier subject to VAT
at a tax rate of 10% had some of its items
adjusted.
The amendments are valid in respect of a list
of products listed under the sections “Milk
and Dairy Products”, “Vegetable Oil”,
“Margarine”, “Baby Food and Diabetic
Food”. Margarine-based products listed
under the codes ОК 005-93 “91 4230 - 91
4234” were removed from this list.
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OUR
OPINION

Open up, it’s the police!
Or What Do Policemen Look for in the Office?

A

ll of last year was marked by the MILITIA (now called the police) reform. The reform was not

solely focused on renaming this government authority, but also it put their authority and
powers straight, including audits at businesses. So what do and do not Russian policemen have

the right to do in businessmen’s offices?

Even after implementation of the reform
the Russian police still have relatively
broad powers when conducting audits at
businesses. Now the police are responsible
for performing special investigation
activities after limitations on initiating
“tax-related” cases which now can only be
initiated upon agreement with the internal
revenue service and the Investigation
Committee, a government authority of
higher instance, now investigates such
cases. These investigation activities are
exactly what can create a lot of problems
for businesses. Is it possible to avoid such
problems?

Audits vary
Theoretically, it is possible to divide all the
audits that policemen can perform into three
big categories. The first group includes
activities related to gathering information
about the firm. These activities may be
disclosed (phone tapping, reading mail,
etc.) and undisclosed—policemen can send
requests about procuring documents. Such
requests may be addressed to the audited
organisation, its counteragents or to the
banks where it has accounts, etc.
The purpose of such activities is to determine
whether or not the company’s activities

demonstrate any signs of unlawful actions.
To achieve these ends the police will try to
ascertain who is the owner, the director
general of the company, who actually
manages the company, whether or not there
are any mutually-dependent or affiliated
structures, how its financial activities are
organised, how money flow is distributed,
how the company saves on taxes, etc.
During this stage coordination between
the police and the company is minimal
and generally boils down to document
exchange. Department of Internal Affairs
employees send organisations written and
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official requests, while the organisations
answer such requests in the same manner,
attaching certified copies (if necessary) of
various documents.
The second category of activities are the
natural continuation of the first, if when
analysing the company’s documents and
activities the police believes there are
grounds for further investigation on a
possible infringement of the law. In this case
policemen must start collecting proof on
the basis of which an investigation officer
or prosecutor will make a decision about
initiating or not initiating legal proceedings.
During this stage all the legal methods of
investigating are put into action including
examination, withdrawal, etc. This means
that it is inevitable that special agents will
visit the company’s office.
Finally, the third category of activities in
which policemen can participate are those
which are conducted according to the orders
of various government bodies. For example,
tax authorities may seek the assistance
of policemen for performing audits. An
investigation officer who has already
initiated criminal proceedings may also give
policemen orders.
So, it seems as though we are clear about
the general theory, now it is time to take
a look at the rights and obligations that
auditors and audited companies have during
each of these three phases.

Is it necessary to answer a request
that has been received?
Let’s start from the correspondence stage
during which a company receives particular
requests from policemen. The right to
send requests to companies for collecting
information is directly outlined in the
current Russian law; meaning that such a
request must be fulfilled by the date specified
in the request. The organisation which
directly does not provide such information
in accordance with the request, including
not providing such information on-time is
subject to a fine of 3,000-5,000 roubles. The
organisation director may also be fined 300500 roubles.
Meanwhile, upon receiving such a request
one should always keep in mind that unlike
tax authorities which gather information
solely to check whether or not taxes have
been paid correctly, the police requests
documents to gather proof about a possible
crime. Therefore, before fulfilling a request
coming from the Department of Internal
Affairs one should carefully weigh all the
possible risks and consequences. If, after
conducting such analysis, you come to the
conclusion that the requested documents
may be used against you, then it is worth
looking for ways (which are legal) of not
providing these documents.

Naturally, in order to do so one must
thoroughly study the request itself.
According to the Russian law policemen
have the right to request documents in
connection with an audit of registered
statements and messages (which have
been made in accordance with established
procedure) about crimes. Using this logic
one can say that in the request which your
organisation has received there should be
data about why exactly the audit is being
conducted. Simply speaking, the number
of the audit materials, the basis for why it is
being conducted and which company is being
audited must be specified in the request. But
generally auditors do not trouble themselves
with specifying all this information. This
means that the organisation has a formal
reason for ignoring such a request.
However, one should remember that liability
for answering a request ensues after one
does not fulfil a legally-binding demand or
request made by a government body. But a
request not containing information about
why it is being sent is not legally-binding,
meaning that one cannot be fined for not
fulfilling such a request.

Policemen in the office
Generally policemen come to the office
for conducting two types of activities—
examining premises and conducting a
survey. During an examination police officers
have the right to withdraw documents and
objects which may serve as evidence during
court proceedings.
According to the law, an examination can
only be performed after receiving a written
order from the head of the police or his/
her deputy. The purpose of examining
premises is to find and withdraw evidence
which may be documents, computers, etc.
Unfortunately, the law does not directly
address whether or not these activities
can be conducted without the consent of
the director or other representative of the
company. Therefore, generally examination
is performed even when the director of
the organisation or another authorised
employee clearly states that he/she does not
consent to the performing of these activities.
No matter what it is best to establish in
writing that one does not consent to such
activities. It is possible to do so in the order
on conducting the examination which the
auditors must present when starting such
activities. The most important thing is
that under no circumstances should you
physically impede the policemen since this
is a criminally punishable act.
Before letting policemen into your office
building it is necessary to check their
ID badges and write down all their data,
including the expiration date. If a policeman
refuses to provide documents for some
reason or does not allow you to write down

data from his/her badge, inform the call
centre by dialling 02. All calls on this
number are automatically recorded and are
passed along to the appropriate instances for
response. Therefore, a complaint call made
to this number generally keeps policemen in
check.
The next step is to check the reasons for
conducting the examination. By law the
examination must be conducted on the
basis of a written order by the head of the
police or his/her deputy. The auditors must
present this order to a representative of
the company. However, a representative of
the organisation means any person being
related in any way to its activities (director,
head accountant, founders, organisation
employees, attorney-in-fact, lawyer, etc.).
Therefore, the fact that the organisation’s
director is absent will not serve as a valid
reason for suspending the examination.
It is particularly important to pay attention
to who exactly is specified in the order
regarding the people conducting the
examination. Naturally, it should only be
the people who showed you their police
ID badges. It is also advisable to check
whether or not the address and name of
the company corresponds to the details of
your organisation. It is worth noting that
policemen can examine not only office
spaces, but also they can examine storage
areas, points of sales, etc.
First of all you should state any discovered
discrepancies to the auditors, but if they do
not take the appropriate measures, then
you should document this in the order on
conducting the audit and inform the call
centre by dialling 02.
Later the organisation’s director or another
authorised person should sign the order,
confirming that he/she is familiar with its
contents. It is pointless to refuse to sign
the order since this will in no way impact
the examination, while one will relinquish
the opportunity to document his/her lack of
consent to auditors’ actions. Therefore, even
if one does feel the examination is legal, he/
she should sign the order, writing roughly
the following: “I do not give my consent to
conducting special investigative activities
in the form of examining premises” with a
reason for such lack of consent.
Also, we would like to point out that
auditors must give a representative of the
organisation a copy of this order.
After the policemen have presented their
documents and the order on conducting
the examination and provided a copy to the
organisation’s management, then they have
the right to start the examination itself.
One should keep in mind that policemen
do not have the right to open up locked
premises during the examination. They
can request that they be opened; however,
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The same is true for documents and objects.
Policemen have the right to withdraw those
documents which can be freely accessed—
they are on the desks, in unlocked cabinets,
etc. Policemen do not have the right to break
into any safes, cabinets, desk drawers and
other places during the examination—they
can merely ask company employees to do
so which they can refuse to do without any
negative consequences.

Withdrawal must be documented
All the actions that the police take when
examining the premises must be conducted
in the presence of two witnesses, that is to
say, people not involved in the investigation.
Policemen must formally explain to these
people about their right to be present during
the examination, as well as their obligation
to certify that the examination took place, its
contents and results.
Based on the results of the examination
the auditors draw up a statement which
documents all the circumstances of these
activities: the date, time and place, all people
involved (the police officers themselves and
representatives of the organisation, as well as
witnesses). Also, the statement specifies the
information about the premises in which the
examination was performed and its results:
objects and documents found specifying the

exact location and circumstances of their
discovery.
The police have the right to withdraw the
discovered documents and objects. At the
same time they are required to draw up one
more document - a report containing a list of
the withdrawn objects and documents. The
police are supposed to make copies which
the police officer drawing up the report must
certify. The transfer of such copies should
be noted in the report. If for some reason it
is impossible to make a copy on the scene,
the police must make an appropriate entry
in the report. In this case they are required
to prepare and transmit a copy to the
organisation not later than five days after the
withdrawal. Similar rules are set for material
withdrawal from computers and other digital
media.

Issues vary
Now let’s move onto the survey. The main
point of this activity boils down to the
policeman talking with people who may be
aware of the information relevant for the
audit. One should keep in mind that the
survey is always carried out only with the
consent of the interviewee. Simply put, the
interviewee is not obligated to answer the
policeman’s questions. Given this, he/she
is not obligated to explain his/her reasoning
for not desiring to answer the policeman’s
questions, just like he/she is not obligated
to reference such legal regulations which
give him/her the right to do so. On the

contrary, the policeman, before starting
the survey, must explain to the interviewee
about his/her right to remain silent and
to obtain written consent to the testimony
provided.
We would also like to point out that such a
right is not only granted to the organisation’s
directors, but also any employee, people
who are not employees of the audited
organisation (clients, counteragents, etc.)
have the same right. We recommend that
all employers make their employees aware
of this right.
Aleksei Krainev,
Exclusively for Russian Survey

It is worth noting that one should be very
careful about deciding whether or not to
answer policemen’s questions since even
seemingly perfectly harmless questions
may be used against the company and its
owners in the future due to the fact that
policemen always have more information
than the interviewee. So the best advice one
can give is to not answer questions, even if
the company is sure that its activities are
completely legal. If one decides to answer
such questions, it is best to do so in the
presence of a lawyer. Similar advice can be
applied to whether or not one should provide
policemen with documents.
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representatives of the company have
the right to refuse without any negative
consequences.
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oh,
how

SPACIOUS is my
native COUNTRY

On September 7th-8th, 2012 the Asian Pacific Economic Cooperation Business Summit will be held in
Vladivostok, Russia on the Russkiy Island
Summit participants are presumably going to discuss the long-term future prospects of regional and global integration, sustainable growth
and new trade and investment liberalisation challenges, coordination issues within the confines of regional integration and WTO, new age
trade and investment liberalisation policies, lifting trade and investment barriers for small and middle-sized companies and forming reliable
transportation-logistic chains.

“VLADIVOSTOK, VLADIVOSTOK, THE STEEP LEDGE
ON THE CORNER OF THE MOTHERLAND”
“A wide road fades into the distance,
The morning fog envelops the bald mountains,
Once again the Golden Horn bay is before us,
Guiding us to the Pacific Ocean”
(Nikolai Flerov)

F

rom the very first days of the city’s existence, back in distant 1639 when Russia expanded its influence
all the way to the shores of the Pacific Ocean, the main task before the settlers was the necessity of
finding a suitable place for a port. At first, Okhotsk, founded by Russian pioneers in 1665, was the port.

The great Vitus Bering with his famous expedition set off to search for America from this very settlement.
Navigationally-speaking Okhotsk was situated in quite an unfortunate place; therefore eventually
Petropavlovsk-Kamchatskiy replaced it as the main functioning port city. However, by the middle of the
19th century people in Russia realised that the search for a Far Eastern outpost had hit a dead-end. One
of the active ports lived up to its purpose of having a harbour which could be easily protected against
enemies from the shore, have enough capacity for a war fleet and being close to the market place. Then
South Primoriye started drawing people’s attention…

Historical background…
In 1569 general-governor of Eastern
Siberia, Nikolai Muravyov-Amurskiy,
while sailing on a ship along all the
shores of the Peter the Great Gulf paid
particular attention to a well-isolated
bay. It resembled the Golden Horn bay in
Constantinople and the general-governor
suggested that a war post bearing exactly
the same name should be founded on the
bay’s shores.
On June 20th (July 2nd on the new
calendar), 1860 the war transport
“Manchzhur” under the command of
captain-lieutenant
Aleksei
Shefner
founded the war post. The following entry
was made in “Manchzhur’s” logbook:
“Today one company officer, 2 petty
officers and 37 privates from the 4th line

Golden Horn bay. End of construction of cable-stayed bridge

OH, HOW SPACIOUS IS MY NATIVE COUNTRY
Everything in this city is somehow
connected with the sea: its history,
architecture and industry. The commercial
and fish marine ports give the city its unique
look, while vessel repair and construction
are pivotal industry-wise.

In 1862 Vladivostok was renamed from a
war post to a port and in 1871 the main
Siberian war fleet marine base along
with the general headquarters of the
war governing body and other marine
departments were transferred to the city. In
1888 Vladivostok became the centre of the
Primorskaya region.

The city’s unique geographical location
combined with its unmatchable terrain is
perhaps what distinguishes Vladivostok
from many other Russian cities. The
panoramas and scenic views (with city,
marine and mountain landscapes) open
up before your eyes at the top of the bald
mountains scattered all across Vladivostok
and these are one of the city’s main drawing
points.

The city’s name arose out of the words
“vladet (to own, wield) and Vostok (the
East)” that is to say the city’s name
means “to wield the East”. The city was
named based on the analogous city name
Vladikavkaz (to wield the Caucasus) which
was founded not long before.

“Vladivostok is far away, but it’s
still one of us!” (Vladimir Lenin)
Vladivostok is a young city. 150 years—not
exactly what you would call old for a city!
But that time was more than enough for
Vladivostok to blossom and turn into one of
the most interesting and promising cities in
Russia. Thist is the largest Russian marine
port on the Pacific Ocean coast with a
population of 623,000 people.

The tallest ones are the Orlinoe gnezdo
(Eagle nest) and Kholodilnik (Refrigerator)
bald mountains. The quite strange name
of the latter can be attributed to the fact
that supply warehouses where provision
supplies were stored in cool mountain
conditions were situated at the foot of the
mountain.
A lot of Vladivostok has been preserved
in an untainted state up to this day. This
applies first and foremost to the crooked
streets of Vladivostok which are either
ascending to the very tip top of the bald
mountains on the outskirts or they are
hugging their bending descents.

Vladivostok, with a population of 623,000 people,
is the largest Russian marine port on the Japanese Sea
(Pacific Ocean) coast

View to the city from the sea
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battalion were sent to the shore to occupy
the post”. The soldiers and sailors, under
the command of warrant officer Komarov,
were ordered to start building the post.
This day is recognised as the city’s official
incorporation date.
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Old Vladivostok, the Puppet theater
Starting at the end of the 19th century
Vladivostok started to become a Russian
cultural hub in the Far East. In 1878 the
first theatre hall entitled “Zolotoi Rog” (The
Golden Horn) was opened. In 1879 the first
video scope (one of the first prototypes for
shooting films) appeared in the city. In
1899 the Eastern institute (currently the
Far Eastern State University) was opened.
In 1887 the Vladivostok free public reading
study, which formed the basis for the
Vladivostok city library (opening in 1908
and currently called The Primorskaya state
public library), was opened. In 1900 the
Vladivostok society for promoting the fine
arts was established.
Vladivostok was the organisational centre
for the expeditions of famous Russian
voyagers
and
scientists,
including
Nikolai Przhevalskiy, admiral Makarov
and Vladimir Arsenev. The eminent V.K.
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Vladivostok in the night
(с) RIA Novosti, Semelyak

Arsenev Far East and Eastern Siberian
Primorskiy State Integrated Museum is
considered Vladivostok’s most famous
museum. Its collections are truly
unique and include natural, historical,
archaeological, ethnographical and cultural
monuments from the Territory.
It is best to start your tour around
Vladivostok
on
its
main
street
(Svetlanskaya). This is the city’s first street
with buildings which have preserved the
historical vibe of the Russian Far East in
the beginning of the 20th century, a real
port city environment with numerous night
shelters and inns which often times became
a lair for a quite dubious group of people.
Naturally, there is no trace of those drinking
and smoking establishments left in the
city, but, however, the architecture on the
street with tight and narrow courtyards and
alleyways, barred windows and winding
staircases send one back to those forgotten
times.
When moving along Svetlanskaya street
(passing Aleutskaya street) we come across
the Nikolaev Triumphiant gate (the crown
prince of the Russian Empire arch) which
was constructed in commemoration of how
the future Nikolai II visited the city. Next
up is the railway station building which is
the exact copy of the Yaroslavskiy railway
station in Moscow and serves as a symbol
of the country’s unity from its very centre to
the Far Eastern outskirts.

mightiest marine fortresses in the world
(and rightfully so). These reinforcements,
which were created by the labour of a few
generations of Russian engineers, have
lost their naval significance but they are
still one of the more interesting tourist
attractions in Vladivostok and its outskirts.
It’s a worldwide trend to use fortification
constructions (which are no longer needed
for defence) for tourist purposes. The
preserved fortress constructions, which are
located on the 400 km Muravev-Amurskiy
peninsula and the Russkiy Island, are quiet
stunning architecturally. A good part of
them are in Vladivostok’s nature preserve
on the mountain tops and in the coastal
areas. Many of these constructions have an
intricate branched system of underground

tunnels and underground and casemate
shelters. All of this contributes to their
exclusive value for tourist and recreational
use.
But, nevertheless, Vladivostok’s main
tourist attraction is undoubtedly its unique
nature where marine gulfs, thick forests
and numerous bald mountains exist
together in harmony, thereby creating a
lasting impression.
http://www.vokrugsveta.ru
http://ru.wikipedia.org
http://www.vladcity.com
http://www.vladlib.ru

The Vladivostok fortress is one of the most interesting tourist
attractions in the city. Vladivostok was considered one of the
mightiest marine fortresses in the world (and rightfully so). These
reinforcements, which were created by the labour of a few
generations of Russian engineers, have lost their naval significance
but they are still one of the more interesting tourist attractions in
Vladivostok and its outskirts

Next we will descend from the railway
station to the marine port. Life is
bustling here at any time of the day, but
nevertheless, the Vladivostok marine port
becomes even more attractive and beautiful
in the twilight—the reflection of the city’s
lights, cruise liners, cargo ships and sail
boats flow into each other, while the port’s
glass walls and the water mix to form one
out of this world picture.
The Vladivostok fortress is one of the most
interesting tourist attractions in the city.
Vladivostok was considered one of the

Fighters for the Soviet government square – the city’s central square

OH, HOW SPACIOUS IS MY NATIVE COUNTRY

• Vladivostok is at the same latitude as Sochi
• The city’s central square, which is its distinguishing feature, the square of Bortsy za vlast Sovetov na Dalnem Vostoke (Fighters for the
Soviet government in the Far East) is comparable in size to Red Square in Moscow
• In May 1891 the crown prince of the Russian empire, Nikolai, the future emperor Nikolai II, visited Vladivostok. He was returning from a
trip across some countries in the East and Vladivostok was the first Russian city upon his arrival back to his home country. During his trip
the crown prince laid a foundation for the railroad with a stone railway station, a dry dock for repairing ships and a monument in honour of
admiral Nevelskoi
• Railway service with Moscow started in 1903
• The distance between Yaroslavskiy railway station and the Vladivostok station amounts to 9, 288 km (!). It is the longest railway line in the
world. The deluxe train No.001M “Rossiya” makes the trip in 6 days 3 hours and 59 minutes
• A road sign with the marker “9,288 km” is set up on the platform at the railway station. This is the last kilometre; the Trans Siberian railway
ends there
• The first child was born in Vladivostok in May of 1863
• There are 9 higher education institutions, 37 museums, 10 galleries and exhibition halls, 8 theatres and an oceanarium in Vladivostok.
There are also a Representative Office of the Ministry of Foreign Affairs of the Russian Federation, General Consulates (8 countries) and
honoured consulates (11 countries)
• The Headquarters of the Russian Pacific Navy and part of the Pacific navy fleet are based in Vladivostok
• Famous people born in Vladivostok
include Yule Brinner, the American actor
and Oscar winner, the first woman deep
water captain, Anna Schetinina, Igor
Tamm, the Nobel prize winning physicist,
Boris Gryzlov, the Russian politician and
Chairman of the Russian Duma from
2003 to 2011
• In 1890 Anton Chekhov   visited
Vladivostok. Take a look at the notes
he made in his diary: “When I was
in Vladivostok the weather was just
marvellous; it was warm although it was
already October. A whale was swimming
in the bay and flapping its tail, that’s
an image that will last a lifetime!”, “In
Vladivostok, at least during peace time,
one can lead a happy and European-style
life.”

Useful information:

Vladivostok sea port

• Vladivostok, like the rest of the Primorskiy Territory, is located in the time zone designed by the international standard as the Vladivostok
Time Zone. It is 11 hours ahead of the UTC and 7 hours ahead of Moscow
• Vladivostok has a temperate monsoon climate. In the winter it is predominately dry and nippy. The spring comes relatively early; it is long,
cool and with frequent temperature shifts. The summer is warm and humid. Tropical cyclones (typhoons) often hit the city. August and
September are the most pleasant months of the year; it is known as the “velvet season”. The average temperature in January is -13C, while
in August it is +20
• The international Vladivostok airport (Knevichi) is located 44 km to the north of the city and can be accessed by highway. The flight from
Moscow to Vladivostok takes 9 hours and 40 minutes
• The Federal highway M60 “Ussuri” connects Vladivostok with Khabarovsk. Khabarovsk is the closest Russian city of comparable
importance in the Far East, the centre of the Khabarovskiy Territory. The cities are 732 km apart
• The Zolotoi Rog (The Golden Horn) bay, which divides Vladivostok in half, makes transportation a bit more complicated. In 2008 bridge
construction across the bay was started with an estimated project completion date in 39 months. On July 11th the bridge passed the
durability test and it is planned to be fully commissioned by the 2012 Asian Pacific Economic Cooperation Business Summit
• Buses, trolleybuses and trams comprise the city’s transport. One can reach the city’s islands (Russkiy, Popova, Reineke) by boat and ferry
(there are about 20 islands within city limits). Additionally, the city has a cable-railway which descends from the Orlinaya bald mountain
(214 m above sea level) to the Zolotoi Rog bay.
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Continental shelf, precious stones await
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Russian banks
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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.
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RUSSIAN HOTEL BUSINESS:
DEMAND FOR HIGH QUALITY
AND REASONABLE PRICE
The Russian hotel business is a promising
industry for potential investors. Most of the
industry’s post-Soviet problems have become
a thing of the past. From year to year, the
market is gradually approaching international
standards. Its potential for development and
growth is still very high, which is applicable
to nearly every segment of the Russian hotel
business.
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Open up, it’s the police!
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OH, HOW SPACIOUS IS MY NATIVE COUNTRY

“Vladivostok, Vladivostok, the steep ledge on the corner
of the motherland”
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