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• Outstanding tax practice which participates in settling tax disputes of the highest level 
and often appears before the Russian Supreme Court with regard to issues relating to tax 
audits, - Chambers Europe, 2016.

• As a firm providing services in tax dispute resolution Pepeliaev Group leaves the 
competition behind, - Chambers Europe, 2016.

• Pepeliaev Group is a part of the Taxand international alliance, which brings together 
leading tax consultants and representatives of independent law firms from over 50 
countries. The network comprises over 300 partners and 2,000 lawyers, who have in-
depth expertise in the intricacies of international taxation. This allows Pepeliaev Group 
to safeguard the interests of its clients, drawing on international experience of applying 
rules on controlled foreign companies, the concept of the beneficial owner of income and 
the tax residency of legal entities.

We are glad to offer you assistance in the following:

Tax audit of existing business relationships and structures:

• Analysing the group with a view to identifying companies and structures which are 
covered by the controlled foreign companies’ rules.

• Analysing business relationships and cash flows that exist within the group, aiming to 
identify any transit money transfers to foreign counterparties; assessing tax risks which 
arise when the concept of the beneficial owner of income is applied.

• Analysing the management structure relating to the foreign companies of a group 
(particularly companies registered either in low-tax jurisdictions or in offshore jurisdictions), 
assessing intra-group connections (whether there is governance from Russia) and risks 
pertaining to tax residency in Russia.

Developing proposals for mitigating the tax risks identified:

• Advising on changing the current management structure (winding up companies registered 
in offshore jurisdictions, replacing them, transferring tax residency, and transferring the 
existing assets in Russia to their beneficial owner).

• Advising on how to restructure the system of funding so as to mitigate the risks that the 
transfers of money will be identified as having the nature of a transit, and also in terms of 
ensuring that transactions on the level of the group’s foreign companies are economically 
feasible.

• Advising on enhancing the ‘substance’ of the structures making up a group (for instance, 
involved in the regular distribution of income) in the jurisdictions of their registration.

• Advising on how to confirm the status of a beneficial owner of income.

• Advising on reorganising the structure of management by group’s foreign companies 
(transferring management functions from Russia and arranging their activities in their 
jurisdictions of incorporation).

• Advising on establishing and managing personal holding models (foreign structures without 
a legal entity being set up), taking into account the new requirements of tax legislation.

THE «DEOFFSHORISATION» RULES  
OF TAX LEGISLATION

OUR RECOMMENDATIONS

HOW CAN WE HELP YOU?

PEPELIAEV GROUP’S ADVANTAGES

Russian tax legislation has dramatically changed since 2015: it now incorporates rules 
concerning controlled foreign companies, the tax residency of legal entities, and the beneficial 
owner of income. Starting from 1 January 2017, persons who pay income abroad have been 
obliged to confirm the beneficial ownership of the income.

What we refer to as the ‘deoffshorisation’ rules are applied to any Russian holding company 
which uses foreign holding, trading and financial companies, or enters into transactions 
structured with the use of foreign jurisdictions. They also extend to individuals, i.e. Russian tax 
residents who invest via foreign companies. In addition, the rules are capable of increasing the 
tax burden of foreign companies that may be recognised as Russian tax residents and Russian 
controlling persons. In particular:

• the profit of foreign companies controlled by Russian individuals and legal entities may 
be included in their income and taxed in Russia;

• foreign companies which are part of a holding structure may be treated as Russian tax 
residents if the Russian Federation is the place of their effective management, with similar 
tax implications (i.e. profit tax is paid in Russia);

• if tax authorities find that a foreign company receives unearned income (dividends, interest, 
or a royalty) from a Russian company and transfers it to an offshore jurisdiction, then such 
income will be taxed in accordance with the general rates; no reduced rates (exemptions) 
will be applied under international tax treaties; the tax, as well as late payment interest 
and a fine, will be levied on the Russian company (tax agent) which pays the income.

The risk of adverse tax implications increases significantly owing to the absence of decisions 
of courts and administrative bodies. Moreover, taxpayers are not adequately informed of the 
finer points of international taxation.

The deoffshorisation rules have been applied to CFCs’ income and tax residency of legal entities. 
The legal provisions related to a beneficial owner of income may also be applied to earlier tax 
periods. We recommend considering the foreign corporate structures used and calculating the 
costs connected with information being disclosed and financial statements being drafted. It 
would be prudent to assess the potential tax risks and develop a strategy to mitigate them.

• One of the striking traits of the firm is its ability to look at things very creatively. The 
lawyers there really try to find new ways which are still 100% in line with the law, - 
Chambers Europe, 2016.

• For ten consecutive years, leading global directories such as Chambers Europe, Chambers 
Global, and Legal 500 have acclaimed Pepeliaev Group’s tax practice as the best in Russia.

• Pepeliaev Group has the largest tax practice of any law firm, with 12 partners and 
80 lawyers.



PEPELIAEV GROUP’S EXPERTISE  
IN INTERNATIONAL TAXATION

• Analysed a major retailer’s group to identify and assess the tax risks of the group’s foreign 
companies and their Russian beneficial owners owing to provisions on deoffshorisation being 
introduced in tax legislation. Advised on the procedure for calculating and substantiating 
profits of controlled foreign companies. Provided recommendations as to how business 
processes should be modified to minimise costs and mitigate tax risks associated with the 
calculation of profit to be included in the income of a controlling entity.

• Analysed a major production company to identify the tax risks that the group’s foreign 
companies face owing to the provisions on deoffshorisation having been introduced in tax 
legislation. Assessed the risks and tax implications of foreign companies being recognised 
as Russian tax residents. Identified the risks of applying the concept of a ‘beneficial owner 
of income’ to a group’s cross-border payments. Provided recommendations as to how 
the document flow and business processes should be modified, aiming to mitigate tax 
risks. Defined the criteria in accordance with which group’s foreign companies may be 
recognised as Russian tax residents.

• Identified the risks of using the concept of a ‘beneficial owner of income’ in relation to foreign 
companies forming part of a major oil corporation group. Provided recommendations as 
to how document flow and business processes should be modified, aiming to mitigate 
tax risks. Advised on determining the criteria in accordance with which group’s foreign 
companies may be classified as beneficial owners of income.

• Analysed tax risks associated with applying the Russian rules for CFCs to an individual 
who was the ultimate beneficial owner of a leading private investment fund. Drew up a 
methodological position according to which it was necessary to submit a notification in 
relation to specific legal entities and unincorporated structures, and drafted templates to 
gather necessary information. Analysed tax implications and risks in connection with the 
information set out in the notifications, and mitigated such risks.

• Developed the methodology for calculating the income of controlled foreign companies 
of a customer that is a major Russian oil and gas company (90 companies from 30 
jurisdictions were included in the circle of CFCs). Developed a unified calculation tool 
enabling the user to identify and record various financial figures and other information 
regarding CFCs, to perform calculations that confirm whether or not the controlling entity 
has a right to apply exemptions from tax on the CFCs’ profit, to calculate the amount 
of a CFC’s profit and the amount of tax payable on such profit (if there is no right to 
apply exemptions), and to forecast and manage the tax burden in terms of a CFC’s profit. 
Developed recommendations regarding the substance, content and proper execution of 
documents confirming that there is a right to an exemption of a CFC’s profit or direct 
calculation of a CFC’s profit.

• Assessed the tax consequences for a large gas exporter in connection with it holding 
interests in over than 40 foreign companies registered in various jurisdictions. Analysed 
a CFC’s entitlement to apply an exemption from the taxation of profit in Russia (taking 
into account the specific aspects of foreign legislation and financial reporting standards). 
Calculated a CFC’s profit for the purpose of tax payments by controlling company. 
Prepared a commentary regarding the list of supporting documents. Drafted templates 
and guidelines required to fill in notifications of membership in foreign companies and 
notifications regarding CFCs, to evaluate whether there is a right for the CFC’s profit to be 
exempted from taxes and to calculate the CFC’s profit. Prepared road maps of business 
processes aimed at ensuring compliance with the CFCs legislation and the rules used to 
determine the actual recipient (beneficial owner) of income.

PEPELIAEV GROUP’S EXPERTISE  
IN STRUCTURING BUSINESS

SAFEGUARDING COMPANIES’ INTERESTS WITH 
RESPECT TO INTERNATIONAL TAXATION ISSUES

• Managed a number of projects in which we analysed the options for restructuring a group 
of companies in the context of corporate and tax law. Drafted a restructuring plan.

• Drafted a detailed plan to reorganise the Russian chain of a major European retailer, 
providing support to, and advising, the client.

• Developed and performed a comparative analysis of various options for reorganising the 
Russian chain of a major tobacco manufacturer, drafted a detailed reorganisation plan, 
implemented it and advised the client.

• Advised Russia’s largest fast food chain on matters connected with reorganisation. 
Identified risks and conducted a comparative analysis of the options for the reorganisation, 
which helped the best approach to be chosen.

• Advised a major Slovenian pharmaceutical company on reorganising its business in Russia, 
with a view to mitigating legal and tax risks. Provided recommendations regarding the 
procedure of reorganisation and how the corporate structure should be developed.

• Litigated for a Russian bank over the beneficial ownership of income in the context of the 
double taxation treaty with the Netherlands. The outcome of the case was successful.

• Represented an international holding company owning retail property in St Petersburg 
in the context of a tax audit. The audit was conducted in relation to the application of 
thin capitalisation rules and of the double taxation treaty with Cyprus. The tax authority 
supported the taxpayer’s arguments.

• Managed to settle at the pretrial stage a dispute of a major Russian oil and gas company 
with the tax authority over the application of a reduced tax rate on the payment of 
dividends to a Cyprus shareholder. The tax authority believed that the shareholder was 
not a beneficial owner of the income and did not fulfil other conditions for applying a 
reduced tax rate. Following its review of the objections we drew up, the tax authority 
withdrew its claims that the company’s shareholder did not have a beneficial ownership 
of the income.

• Represented a major telecommunications holding company in tax disputes relating to the 
application of the double taxation treaty with Sweden with regard to the reduced tax rate 
on dividends and the concept of the ‘beneficial owner of income’.

• Defended in court the representative office of an international law firm against tax claims 
relating to the procedure for distributing income and expenses in accordance with a 
double taxation treaty. We won the case in courts of three levels.


