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1. RUSSIA? In terms of the social dimension, the mentality of Russian 
business has long been market-oriented: business and 
power structures set strategic targets, many of which are 
achieved through international cooperation with tried-and-
tested partners.

At the same time, business people occasionally receive 
unclear signals from the authorities and become lost in 
the unjustifiably frequent changes to legislation. A lack of 
understanding of legal rules, resulting in breaches of them, 
can lead to a company’s budget being hit through fines. 
That is why business needs qualified consultants here, who 
can explain all the subtleties of Russian legislation.

• Opportunities for foreign businesses in Russia

Today, the Russian authorities are setting Russia’s state policy 
from a standpoint of attracting investors. This is the case 
not only in projects on a federal level, but also in regions 
of the country where resources are concentrated, which 
could interest foreign business. Currently, a number of 
strategic sectors of Russia’s economy, which were previously 
completely closed, are opening up for foreign investors and 
capital. These industries include the fuel and energy sector, 
pharmaceuticals, and timber, among other sectors. 

Government institutions have been formed that are 
responsible for attracting investors and they aim to 
provide these investors with acceptable conditions for 
conducting business in Russia. For example, the Russian 
Direct Investment Fund is an institution that aims to attract 
investments while working with long-term financial and 
strategic foreign investors. 

Another institution intended to make investing in the 
Russian economy easier is the concept of special economic 
zones (SEZs), which provide a number of significant 
preferences for their residents.  Industrial SEZs are 
characterised by their proximity to the production resource 
base along with their access to ready infrastructure and 
primary transportation corridors.  Technological SEZs, which 
are located in large scientific and educational centres, are 
opening up more opportunities for the growth of innovative 
business, the production of high technology products, and 
the introduction of such products into the Russian and 
international markets. Logistics SEZs are located in direct 
proximity to primary transportation routes and may become 
sites for organising shipbuilding and ship repair operations, 
providing logistics services, and serving as a base for new 
routes. Tourist SEZs are located in picturesque regions of 
Russia and offer favourable conditions for organising tourist, 
sport, recreational, and other types of business.

As an example, the process of “industrial assembly” has 
been implemented in the motor industry since 2005. In this 
case, manufacturers of motor vehicles and components 
are provided with tariff concessions when they meet 

A. SYNOPSIS OF THE COUNTRY 
AND THE ECONOMIC CLIMATE 
Problematic external factors, a drop in oil prices and 
economic sanctions introduced in July 2014 have resulted 
in a recession in Russia over the last two years. However, 
countermeasures undertaken by the Russian government, 
including a flexible foreign currency policy, reduction of 
budget expenditure in real terms and the recapitalisation 
of banks, together with the use of resources of the Reserve 
Fund, have made the adaptation process easier for our 
national economy. According to expert forecasts, the 
Russian economy will grow by 1.5% in 2017 and by 1.7% 
in 2018. 

Several years ago, the Russian President set the strategic 
goal of enhancing the investment climate, with a view to 
seeing the country rise from 120th place in the World Bank’s 
Doing Business ratings in 2012 to 20th place in 2018. In 2012 
and 2013, Russia was one of the global leaders when it came 
to advancing its investment climate, having demonstrated 
an improvement in such fields as forming enterprises, 
receiving construction permits, connecting to the electrical 
power supply system, registering property rights, and 
conducting international business. Today, Russia has already 
climbed to 40th place in the ratings. 

Making the country more attractive to investors has become 
one of the key objectives in terms of developing the Russian 
market. Both government structures and members of the 
Russian business community with an interest in the subject 
are working to establish a business-friendly environment, 
trying to create the most favourable conditions for foreign 
investors to operate here. Ultimately, this will attract 
investment and ensure long-term and mutually beneficial 
collaboration on an international scale.

B. THE RUSSIAN MARKET: 
MYTHS AND REALITIES 
• What scares investors and what is attractive to them

Despite the recent growth in consumption in the country, 
a significant gap remains between Russia and developed 
countries in the volumes and quality of the population’s 
consumption. This means that there is potential for 
consumer markets to expand further.

From this standpoint, the Russian economy looks more 
attractive than developed countries. This is explained by 
markets not being saturated: consumption rates lag behind 
comparable figures in developed countries. Moreover, given 
the sanctions imposed by western countries, there is high 
potential for increasing imports from eastern countries.
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An important area in terms of accomplishing Russia’s 
interests in the Asia-Pacific Region is ensuring that 
Eastern Siberia and the Far East develop both socially and 
economically. This growth is expected as a result of natural 
resource and energy potential being opened up effectively, 
of transportation infrastructure being enhanced, and of 
the living standards of the population being improved. 
Conditions are now sufficiently favourable for Russia to 
shift its outlook eastwards in order to satisfy the country’s 
strategic interests.

In contrast to relations with European partners, the states 
of the Asia-Pacific Region are not proposing any conditions 
or obstacles of a political, economic, ideological, or military 
nature in relation to Russia participation in regional affairs 
on the broadest level. This is why enhancing cooperation 
with the Asia-Pacific Region up to 2020 is a key focus for 
diversifying the geographic links of the Russian economy. 

obligations to create the full range of state-of-the-art 
automotive production and when they achieve a high level 
of localisation and added value in Russia.

C. THE RUSSIAN MARKET IS 
DEVELOPING IN AN EASTERLY 
DIRECTION 

Recently, the course of the Russian economy has been 
vigorously turning towards the East. This is a result of several 
factors: the potential for growth of Asian markets, sanctions 
imposed by western countries since 2014, Russia’s specific 
territorial features, and the centuries-old cultural traditions 
that connect Russia and Asian countries. Today, a number of 
strategically important projects of national importance are 
successfully being implemented specifically with Eastern 
partners: one example out of many is the Russo-Chinese 
gas agreements.

2. LEGISLATION 
CONCERNING FOREIGN 
INVESTMENTS
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Investors that operate in these territories pay profit tax 
at lower rates. As distinct from the regular 20% rate, the 
preferential tax rate (in aggregate, to the federal and 
regional budgets) will be between 0% and 10% during the 
first five years after the business starts to generate profit and 
between 10% and 17% during the next five years. The actual 
tax rate and requirements for the tax incentive to apply 
depend on the legislation of each constituent entity.

The investments should be targeted at industrial production 
in these regions.

The expenses taken into account to determine the 
amount of capital investments include, among others, 
those incurred on creating (acquiring) depreciable assets 
including expenses towards design and survey work, new 
construction, and the acquisition of equipment, apparatus, 
and inventory. 

This regime involves a range of other additional requirements 
specified in the legislation.

It is a condition for using tax benefits that the Investor 
should spend the saved amount on its own development. 

С. PREFERENTIAL TAX 
TREATMENT FOR EASTERN 
SIBERIA AND FAR EAST

This tax regime applies only to certain constituent entities 
of Russia that are specified in legislation. These constituent 
entities are the Buryat Republic, Sakha Republic (Yakutia), 
Tuva Republic, Zabaikalye Territory, Kamchatka Territory, 
Primorye Territory, Khabarovsk Territory, Amur Region, 
Irkutsk Region, Magadan Region, Sakhalin Region, Jewish 
Autonomous Region and Chukotka Autonomous Region 
(see the graphic below). 

This incentive may be applied if the capital investments are 
RUB 50,000,000 or more over 3 years or RUB 500,000,000 or 
more over 5 years.

Property tax: an exemption.
The benefits have been established for the following period 
(depending on the amount of the investment):

• for investments from RUB 50,000,000 to 300,000,000 
inclusive (only for certain some municipal districts) – 
16 consecutive quarters;

• for investments from RUB 300,000,000 to 500,000,000 
inclusive – 16 consecutive quarters;

• for investments from RUB 500,000,000 to 3,000,000,000 
inclusive – 20 consecutive quarters;

• for investments over RUB 3,000,000,000 – 24 consecutive 
quarters.

MOSCOW REGION
Tax benefits are granted to investors that perform strategic, 
high-priority or important projects in Moscow Region. 
Investors are granted a tax benefit in the form of a reduced 
rate of corporate profit tax: the regional part is charged at a 
rate of 13.5% (the total amount including the federal part is 
charged at 15.5%), for the following periods:

• for an Investor implementing a strategic investment 
project in Moscow Region – for seven consecutive tax 
periods, but not more than the anticipated payback 
period for the investment project specified in the 
agreement to implement the investment project;

• for an Investor implementing a high-priority 
investment project in Moscow Region – for five 
consecutive tax periods, but not more than the 
anticipated payback period of the investment project 
specified in the agreement for the investment project 
to be implemented.

Investors are granted a tax benefit in the form of a reduced 
rate of corporate property tax with respect to property 
they have created and/or purchased to implement the 
investment project (‘fixed asset items’):

1) for an Investor implementing a strategic investment 
project in Moscow Region the tax rate is reduced to: 0 % 
during the first tax period; 0.5 % from the second to the fifth 
tax periods inclusive; and 1.5 % from the sixth to the eighth 
tax periods inclusive;

2) for an Investor implementing a high-priority investment 
project in Moscow Region the tax rate is reduced to: 0% 
during the first tax period; 0.8 % from the second to the third 
tax periods inclusive; and 1.7 % from the fourth to the fifth 
tax periods inclusive;

3) an Investor implementing an important investment 
project in Moscow Region is granted a tax exemption for 
one tax period.

A. STATE GUARANTEES AND 
PROTECTION OF FOREIGN 
INVESTMENTS 

In general, Russian law offers guarantees and protection for 
foreign investors that are similar to international standards 
and legal frameworks. 

Foreign investments are regulated by Federal Law No. 
160-FZ “On foreign investments in the Russian Federation” 
dated 9 July 1999 (the “Foreign Investments Law”). However, 
the Foreign Investments Law does not apply to foreign 
investments in banks and other credit institutions, or in 
insurance companies and non-commercial organisations. 

The Foreign Investments Law sets out general principles 
for foreign investments, including certain guarantees and 
preferences.  For example,

• foreign investors are to be treated no less favourably 
than Russian investors, save for certain exceptions;

• assets of foreign investors may not be nationalised or 
expropriated, unless a federal law specifically provides 
otherwise. In such cases, any investments and losses 
will be compensated;

• foreign investments are protected from adverse 
changes in legislation. In this case, such changes will 
not apply within the “pay-back period”, subject to a 
maximum of seven (7) years;

• once applicable taxes have been paid, foreign investors 
are, generally, free to transfer income and other legally 
obtained sums outside Russia or to reinvest them;

• there are certain preferences in the payment of 
customs duties; local authorities may also grant 
particular preferences and guarantees.

B. REGIONAL TAX INCENTIVES 
FOR INVESTORS
Regional government bodies are able to establish various 
tax incentives for business activities and for investments. 
In those regions, for specific categories of taxpayers or 
for specific types of activities, the profit tax rate may be 
decreased to 13.5% (instead of the 20% general rate), while 
the corporate property tax rate may be decreased to 0% 
(instead of the 2.2% general rate). For example:

LENINGRAD REGION
Profit tax: the regional part is charged at a rate of 13.5% (the 
total amount including the federal part is charged at 15.5%). 
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E. ADVANCED DEVELOPMENT 
AREAS (ADA)
Incentives:

• Profit tax: 0% to 5% during the first five years and 10% 
to 20% subsequently.

• Mineral extraction tax: special favourable calculation 
procedure during the first ten years.

• VAT: accelerated refund procedure (within 5 days).

• Land tax: 0% during the first five years.

• Contributions to extra-budgetary funds: 7.6%. 

• The possibility of establishing a free customs zone 
regime (duty-free imports, storage and consumption 
of foreign goods within SEZs, export of goods and 
equipment intended for re-export).

F. THE FREE PORT OF 
VLADIVOSTOK
Incentives:

• Profit tax: 10% during the first five years and 10% to 
20% subsequently.

• Corporate property tax of 0% (instead of 2.2%).

• VAT: accelerated refund procedure (within 10 days).

• Land tax: 0% during the first five years.

• Contributions to extra-budgetary funds: 7.6%. 

• Free customs zone (duty free imports, storage and 
consumption of foreign goods, and export of goods 
and equipment).

• Leasing out land plots without tenders.

The free port of Vladivostok comprises, in addition to an 
area in Primorye Territory, plots in the territories of other 
constituent entities of the Russian Federation, namely: 
Sakhalin, areas in Kamchatka Territory and Chukotka 
Autonomous District and in Khabarovsk Territory.

D. TAX INCENTIVES FOR 
RESIDENTS OF SPECIAL 
ECONOMIC ZONES

Russian legislation grants certain economic benefits to 
companies operating in special economic zones, including 
tax incentives and preferences. Russia has the following 
types of special economic zones: Industrial/Developmental, 
Technical/Innovative, Tourist/Recreational and Port Zones, as 
well as special economic zones in Magadan and Kaliningrad 
Regions and Skolkovo. 

The legislation stipulates conditions that the Investor must 
meet in order to become a resident of a particular special 
economic zone (see the graphic). 

Term: 20 to 49 years. Incentives:

• Profit tax: 3% to 12.5% during the first five years and 
12.5% to 15.5% subsequently.

• Property tax: 0% for five to ten years.

• Land tax: 0% for five years. 

• Free customs zone regime (duty-free imports, storage 
and consumption of foreign goods within SEZs, export 
of goods and equipment intended for re-export).

• Insurance contributions to extra-budgetary funds – 
14%.

• favourable lease terms and free connection to utilities.
Source: Special Economic Zones JSC



15

3. WILL I FIND 
COMMON GROUND 
WITH RUSSIANS?

the prosecutor general, or a court. It also entails the risk of 
additional financial expenses for the employer.

C. BUILDING RELATIONS WITH 
TRADE UNIONS
Employees in Russia are entitled to create trade unions 
and become members of trade unions to protect their 
rights and interests. However, creating trade unions is 
not mandatory, and numerous companies have no trade 
unions.

If a trade union has been created in a company, then 
the employer must take the trade union’s opinion into 
consideration, in particular, when adopting internal 
regulations. If the employer is not able to reach an 
agreement with the trade union, the employer is entitled 
to adopt the internal regulations without taking the trade 
union’s opinion into consideration. However, the trade 
union is entitled to appeal the decision to the labour 
inspectorate or a court, or to begin the procedure of a 
collective labour dispute. In the worst-case scenario, a 
collective labour dispute will lead to employees going on 
strike. 

D. EXISTING OCCUPATIONAL 
SAFETY RULES 
An employer must provide employees with safe working 
conditions. Measures concerning the occupational safety 
of employees include conducting a special evaluation of 
workplaces, issuing special clothing, special shoes, and 
other personal protective gear to employees, conducting 
medical inspections for certain categories of employees 
when hiring these employees and during their employment, 
and conducting other measures in those cases established 
by law. Measures concerning occupational safety are 
undertaken at the employer’s expense.

An employer must also investigate and record all accidents 
at production sites that have involved employees and 
other individuals admitted to the production site. Also, an 
employer must, in line with the duly established method 
and deadlines, inform the appropriate authorities of 
accidents that have occurred.

E. EMPLOYEE LEAVE 
ENTITLEMENT
All employees are granted base annual paid vacation of 28 
calendar days. This vacation may be taken in instalments, 

A. FORMALISING LABOUR 
RELATIONS WITH RUSSIAN 
NATIONALS: WHAT TYPES OF 
AGREEMENTS EXIST?
The primary document that establishes a labour relationship 
with an employee, including with a Russian national, is a written 
employment agreement. The employment agreement is 
documented and signed in two copies, one for the employee 
and one for the employer. The employee must place his/her 
own mark and sign the employer’s copy of the employment 
agreement to confirm that the employee has received his/her 
copy of the employment agreement.

As a general rule, an employment agreement may be executed 
for an indefinite period of time. Executing fixed-term 
employment agreements is permitted only in those cases 
established by the labour legislation of the Russian Federation 
(for example, when replacing an employee who is temporarily 
absent, or in order to perform specifically defined work), or 
with established groups of employees with such employees’ 
approval (for example, with general directors, deputy general 
directors, and the chief accountant).

After signing the employment agreement, the employer must 
perform a number of mandatory formalities connected with 
hiring the employee (issue an order hiring the employee, 
make an entry in the employee’s personal employment record 
booklet, etc.) 

B. DISMISSING EMPLOYEES 

Applicable legislation establishes a limited list of grounds 
for dismissing employees at the employer’s initiative. There 
is an exception for the category of employees that includes 
the general director, whom the company’s owner may 
decide to dismiss at any time (with compensation possibly 
being paid). 

Generally, the remaining categories of employees may 
be dismissed at the employer’s initiative only when there 
is a liquidation or a downsizing of staff, when there has 
been a single (if there has been serious misconduct in 
cases established by law) or repeated failure to perform 
employment duties (if the employee has already been 
disciplined), and in other cases provided for in labour 
legislation.

When dismissing employees, the employer should comply 
with a number of mandatory procedures that are established 
by legislation. Any violation of the procedure for dismissing 
an employee creates a risk that the previously fired 
employee could be reinstated to his/her position following 
an appeal by the employee to the labour inspectorate, 



1716

When imposing a disciplinary measure on an employee, 
the employer must comply with special procedures and 
terms. A violation of the procedure and deadlines may lead 
to the employee successfully challenging the legitimacy of 
the disciplinary measures taken against him/her and to the 
disciplinary action being cancelled.

If an employee causes damage to the employer, the 
employee may be held financially liable. Generally, an 
employee is financially liable within the limits of the his/her 
average wages. At the same time, an employer is permitted 
to enter into an agreement for full financial liability with 
certain categories of employees, and under such an 
agreement the employees will be required to indemnify 
losses in full.  

H. PROTECTING INFORMATION 
AND PERSONAL DATA 
In general, the transfer of an employee’s personal data to 
any third party requires prior written consent from the 
employee. 

An employer must take measures to protect personal data, 
and these measures include:

• the employer approving internal regulations regarding 
the processing of personal data; employees are to 
be familiarised with such regulations against their 
signatures;

• implementing organisational and technical measures 
to protect personal data;

• personal data being transferred within a single organisation 
by employees who are authorised to process personal data 
by virtue of their employment duties.

An employer must also warn persons obtaining employees’ 
personal data that such information is confidential and may 
be used only for the purposes for which it was provided. The 
employer should require recipients to confirm that this rule 
has been observed.

I. TAXES AND DEDUCTIONS TO 
THE STATE BUDGET THAT MUST 
BE PAID FOR EACH EMPLOYEE

An employer must pay contributions from payments under 
employment agreements for mandatory pension, social, 
and medical insurance in the following amounts (applicable 
in 2016):

but one of the instalments must be no less than 14 calendar 
days. 

Separate categories of employees must be provided 
with additional paid vacation. These categories include 
employees with non-standardised working days with no 
fixed hours (no less than three calendar days), employees 
working in regions of the Far North (no less than 24 calendar 
days), and employees working in regions equivalent to the 
Far North (no less than 16 calendar days), as well as certain 
other categories of employees.

Generally, annual vacation must be fully used during the 
year in which it is granted.  Carrying over unused vacation 
to the next year is permitted in exceptional cases with the 
employer’s approval.

When an employee is dismissed, the employee must be 
compensated for all unused vacation for the entire time the 
employee worked in the company.

F. DOCUMENTING SICK LEAVE

For periods of sick leave, an employee is paid sick pay 
instead of his/her salary. When the sick employee returns to 
work, he/she must provide the employer with a sick leave 
certificate, which is issued by a medical facility according 
to a set form. A properly executed sick leave certificate 
confirms that the employee was legitimately absent from 
work during the period of his/her sickness, and is also the 
grounds for paying the employee sick pay.  

Sick pay is paid at the expense of the Social Insurance Fund, 
with the exception of the first three days of the sick leave, 
which are paid for by the employer. The maximum amount 
of sick pay in 2016 is RUB 1,772.60 per day. 

G. IMPOSING LIABILITY ON 
EMPLOYEES
If an employee does not properly perform the job duties 
assigned to him/her, an employer may impose one of the 
following disciplinary measures on the employee:

• an admonition;

• a reprimand;

• dismissal for cause. 

No other disciplinary measures are permitted. An employer 
may impose only one disciplinary measure for each violation.

exceeding this limit, the employer must make only 
contributions to the Pension Fund at the rate of 10%. 
Contributions to the Social Insurance Fund must be made 
for payments to each employee until the employer has paid 
RUB 718,000. No contributions are paid over this amount.

Also, an employer must, as a tax agent, withhold personal 
income tax from payments to employees and transfer these 
amounts to the budget. The standard (flat) personal income 
tax rate is 13% for employees that are tax residents and 30% 
for employees that are not tax residents.

• to the Pension Fund – 22 %;

• to the Social Insurance Fund – 2.9 %;

• to the Compulsory Medical Insurance Fund – 5.1 %.

The above contributions must be made for payments to 
each employee until the employer has paid RUB 796,000 
since the beginning of the calendar year. For an amount 
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4. BRINGING MY OWN 
TEAM WITH ME

The regular procedure for obtaining a work permit is rather 
time consuming, administratively complex and sometimes 
even inconsistent. Usually, to complete this procedure 
takes at least 3.5 – 4 months. Work permits and work visas 
obtained on general grounds are issued for a term of up to 
one year (12 calendar months). Thus, this procedure should 
be undertaken every year if a foreign employee is required 
to work in Russia for several years. 

It should be noted that under the regular procedure, a 
foreign national who has obtained a work permit must 
submit to a migration authority, within the next 30 calendar 
days, a certificate confirming that he/she has a command 
of Russian, and knows Russian history and the fundamental 
principles of Russian legislation. Organisations that are 
included in the special list are entitled to conduct the 
corresponding exams and issue certificates. If a foreign 
national fails to submit the above certificate within the 
specified period, his/her work permit will be cancelled.

Please note that the Russian migration authorities pay 
special attention to expatriates from some countries, 
including China. Therefore, in practice it may be very difficult 
or sometimes impossible to meet all practical requirements 
from the migration authorities to obtain a work permit and 
work visa for Chinese nationals on general grounds. Such 
difficulties may also arise when obtaining work permits and 
visa invitations under the simplified migration procedure for 
a HQS; however, normally, the additional requirements here 
are less complicated and can be fully overcome.

A. OBTAINING A WORK PERMIT 
FOR A FOREIGNER
A company may apply for a work permit and work visa for 
expatriates if it has a legal presence in Russia in the form of a 
legal entity, a branch or a representative office and it serves 
as an employing entity for foreign employees. To be legally 
employed, a foreign employee should have the following 
migration documents: a work permit (a document that 
allows employment activities to be undertaken) and a work 
visa (a document that allows entry into Russia for work and 
employment purposes).

To obtain these permissions, the employer may use either: 
1) the simplified procedure (applicable for highly qualified 
foreign specialists – “HQS”); or 2) the “regular” procedure.

Normally, HQS are senior managers or specialists who have 
unique professional knowledge and skills. One of the main 
criteria for a foreign specialist to qualify as a HQS is that 
his/her salary in Russia should generally be at least RUB 
167,000 per month (approx. USD 2,780 per month). At the 
same time, the law establishes a number of cases where 
the above salary threshold may be lower. Work permits and 
visa invitations for HQS are processed by the Ministry of 
the Interior (known in Russian by the acronym MVD) within 
14 business days from the date of the application. These 
documents are granted for a term of up to three years. 
Family members of the HQS may also obtain migration 
permissions to enter Russia under this simplified procedure. 
HQS must obtain a medical care policy entitling them to a 
health care in Russia. The details of the policy must be stated 
in the employment agreement. In accordance with current 
practices, a work permit is granted to a HQS for a period not 
exceeding the period of his/her medical care policy.
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5. THE INEVITABLE: 
TAXES!

immovable fixed assets located within Russia.

Land plots are exempt from property tax and may be subject 
to a separate land tax. 

The standard property tax rate is 2.2%. Regional authorities 
may reduce that rate.  

• Personal income tax is withheld from the income of 
Russian tax residents at a rate of 13% for most types 
of income and at a rate of 30% for Russian-sourced 
income of non-residents. 

The employment-related income of non-resident individuals 
who are treated as highly qualified specialists is subject to 
personal income tax at a rate of 13%. A Russian tax resident 
is an individual who has stayed in Russia for over 183 days 
during a calendar year.

MANDATORY SOCIAL INSURANCE
Mandatory social insurance is payable by employers and 
withheld from employees’ salaries. Until 2015 the rate was 
30% for payments up to an annual upper limit of about USD 
20,000 for one person, and 10% for payments exceeding this 
upper limit; from 2016 the rate will be 34% up to the upper 
limit, with no contributions charged for payments in excess 
of the upper limit.

TAX INCENTIVES
There are several tax incentives for business activities and for 
investments. These are set up by certain regional authorities. 
In those regions, for specific categories of taxpayers or 
for specific types of activities, the profit tax rate may be 
decreased to 13.5% (instead of the 20% general rate), while 
the corporate property tax rate may be decreased to 0% 
(instead of the 2.2% general rate).

There are some regions where the preferential taxation for 
investments has been established.

B. AVOIDING DOUBLE TAXATION

Russia has double taxation treaties with 80 countries, these 
treaties being based on the sample from the OECD Model 
Convention.

To use benefits under treaties, a foreign recipient of income 
must present the organisation that is the source of payment 
with confirmation that the recipient is a resident of the state 
with which the relevant treaty was concluded.

Russian tax legislation consists of the Tax Code and laws 
adopted in accordance with it concerning taxes and levies. 
Russian court decisions are not formally regarded as law, but 
it is highly advisable for taxpayers to take court precedents 
into account, since many of the basic Russian tax principles, 
terms and definitions have been developed by the courts 
(e.g. «substance over form», the limitation period during 
which a tax authority’s decision can be challenged in court, 
and «bad faith» taxpayers).

A. THE MAIN TYPES OF TAXES IN 
RUSSIA
The general Russian tax regime for corporations (legal 
entities) includes

• Profit tax. Russian companies pay profit tax on their 
worldwide profits. Foreign companies engaging in 
business through a permanent establishment in 
Russia pay profit tax on their taxable profit from such 
business. Foreign companies whose place of effective 
management is in Russia also pay profit tax.

Most business expenses are deductible for profit tax 
purposes, provided that they are economically justified and 
properly documented. The rate for profit tax is 20%. Regional 
authorities have a general right to provide incentives to 
certain categories of taxpayers by reducing this rate to 
15.5%.

• VAT is charged on goods, work and services supplied in 
Russia and on the import of goods. Goods are deemed 
to be supplied in Russia if they are actually located in 
Russia and not dispatched or transported, or if goods 
are located in Russia at the point of initial dispatch and 
transportation.  

For services, there are specific provisions to determine the 
place of supply. 

The standard VAT rate is 18%.  A 10% rate applies to the sale 
of certain food products, goods for children, certain mass 
media outlets, medical goods and some other goods.  The 
export of goods is zero rated. 

The total VAT amount payable by a company is generally 
calculated as its output VAT invoiced to customers minus 
the input value. VAT is invoiced to the company by suppliers 
or paid to customs authorities when goods are imported. If 
the amount of input VAT exceeds the amount of output VAT 
then the difference is recoverable. 

• Property tax. Russian companies  pay property tax on 
the average annual net book value of the immovable 
property recorded as fixed assets on their balance 
sheets. Foreign companies are subject to tax on 
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E. SPECIFIC ASPECTS OF VAT 
PAYMENTS WHEN AN OFFICE 
AND AN APARTMENT ARE 
LEASED TO FOREIGN BRANCHES 
AND REPRESENTATIVE OFFICES

In accordance with article 149(1) of the Tax Code, renting 
premises in Russia to foreign nationals or companies that 
are accredited in Russia (their representative offices and 
branches) is VAT exempt.

The Russian Ministry of the Interior and the Ministry of 
Finance have approved the list of states whose organisations 
are eligible for the above tax benefit. China is included in 
the list and, therefore, the rental payment should not be 
increased by the amount of VAT (18%) when office premises 
are rented out to Chinese organisations.

The exemption is applied provided there are documents 
confirming that representative offices of foreign companies 
and branches of foreign legal entities are accredited in 
Russia. Specifically, accreditation is confirmed by the 
certificate which the State Registration Chamber issues to 
the effect that a company has been included in the list of 
representative offices of foreign companies accredited in 
Russia and the rental agreement.

C. TAXATION OF FOREIGN 
COMPANIES 
Foreign companies conducting commercial business in Russia 
through a fixed place of business (permanent establishment) 
are generally subject to taxes on the same basis as Russian 
companies.

Foreign companies that do not conduct commercial business 
in Russia, but that receive profits from sources in Russia, may be 
subject to profit tax (20% unless another rate is provided for in a 
double taxation treaty), VAT (18%), and property tax (up to 2.2%). 
Whether or not profits, operations, or property will be subject to 
taxation depends on the specific circumstances.

D. TAXATION OF COMPANIES 
WITHIN A GROUP OF 
COMPANIES 

Generally, operations within a group of companies are 
taxed in line with the standard procedures. However, it is 
necessary to consider special rules connected with transfer 
pricing.

The specifics of the Russian tax rules for transfer pricing 
involve taxpayers being subject to obligations that apply 
not only to foreign trade but also to transactions performed 
inside the country. The rules also establish limits on the 
volumes of such transactions that may be checked.

When transactions are performed between related persons 
the obligations to justify prices arise when transaction 
amounts to be booked in the relevant year exceed certain 
limits.

Russian transfer pricing methods are based on the arm’s 
length range, not on ‘clear rules’ of what net margin is 
presumed to be (e.g. a gross margin of 20%, etc.).

A law on controlled foreign companies has been in force 
since 2015. The law introduced a new taxation mechanism 
for undistributed profit of foreign companies controlled by 
Russian taxpayers.

6. SOME ISSUES 
CONCERNING LIABILITY 
IN RUSSIA 
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administrative liability. A penalty is replaced in this way only 
if no harm has been caused and there is no threat of harm 
being caused to the life and health of persons, to animals 
and plants, to the environment, to cultural and heritage 
items (historical and cultural monuments) of peoples of 
the Russian Federation, or to state security, and there is 
no threat of natural or man-made disasters, and there is 
no property damage. No additional administrative penalty 
will be applied when such replacement takes place. Under 
no circumstances will an administrative fine be replaced 
with a warning when administrative penalty is awarded for 
antimonopoly administrative offences and for a number of 
administrative offence against management procedures. 

A foreign national or stateless person may be denied entry 
into the Russian Federation if such foreign national or 
stateless person has, in accordance with Russian legislation, 
been subject to liability for an administrative offence  in the 
Russian Federation twice or more over a period of three year. 
The right to deny entry lasts for three years from the date 
on which the last order imposing administrative liability 
entered into force.

B. TRIGGERING CRIMINAL 
LIABILITY 
Criminal liability is triggered by the commission of crimes 
provided for exclusively in the Russian Criminal Code. This 
Code determines the grounds for and principles of criminal 
liability, contains the list of the acts that are dangerous 
for persons, the public, or the state and that are deemed 
crimes, and establishes the types of punishments and other 
measures of a criminal law nature for committing crimes.

The Russian Criminal Code is based on generally recognised 
principles: legitimacy, equality of individuals before the law, 
and the principles of guilt, justice, and humanism.

Criminal liability is the strictest measure of liability provided 
for in the legislation of the Russian Federation; the fact that 
the committed act presents an increased danger to society 
is what specifically differentiates criminal liability from 
administrative liability.

A crime is the culpable performance of a socially dangerous 
action (an act or omission) that is prohibited by the Russian 
Criminal Code under the threat of punishment. 

The dangerousness of the act may be determined based on 
the actual fact the prohibited act was committed, or based 
on the existence of the component elements or qualifying 
elements of any given act (omission), for example, causing 
harm or receiving income in a large or especially large 
amount.

А. WHEN CAN ADMINISTRATIVE 
LIABILITY BE AN ISSUE IN 
RUSSIA?

Administrative liability is stipulated for individuals and legal 
entities, including foreign individuals and legal entities, for 
any violations of orders and prohibitions established by 
the state, primarily in the Russian Code of Administrative 
Offences and the laws of constituent entities of the Russian 
Federation. However, statutes contain regulations on 
liability that are in practice administrative and regulations 
relating to particular sectors, such as in the Russian Tax 
Code. Administrative liability is applied in those cases 
when criminal liability is not stipulated for individuals for 
committing a violation. In Russia, there is no criminal liability 
for legal entities. As a result, only administrative liability is 
provided for in relation to legal entities for violations of their 
obligations to the state.

Grounds for administrative liability include administrative 
offences that encroach on the rights of individuals, on 
health, sanitary and epidemiological welfare, on public 
morality, public order, public safety, and on institutions of 
state power, as well as in the fields of protecting property, 
the environment, and the use of natural resources, industry, 
construction, the electric power industry, agriculture, 
veterinary science, land improvement, transportation, 
vehicular traffic, communication and information, 
entrepreneurial activities, activities of self-regulating 
organisations, finances, taxes and duties, insurance, 
securities markets, customs procedures, protecting the 
state borders of the Russian Federation, safeguarding the 
residence regime of foreign nationals or stateless persons 
in the Russian Federation, management procedures, and 
registration for military service. 

The following administrative sanctions are provided for in 
Russia: warnings, administrative fines, confiscation of the 
instrument used in the commission of an administrative 
offence or the subject matter of the administrative offence, 
revocation of a special right granted to an individual 
(for example, the right to drive), administrative arrest, 
administrative deportation of a foreign citizen or stateless 
person from the Russian Federation, disqualification (i.e. 
revoking the right to occupy a position in governing bodies, 
in particular in the governing bodies of legal entities), 
administrative suspension of the activities of legal entities 
or sole proprietors, compulsory community service, and 
administrative bans on attending places where official 
sporting events are held on the days on which they are held.

The administrative penalty for small and medium-sized 
enterprises, their CEOs and other employees may be replaced 
with a warning if the administrative offence was committed 
for the first time, unless a warning is not provided for as an 
applicable sanction by the legal provision relating to the 

Also, depending on the level of public danger and the 
nature of the act, the Russian Criminal Code divides crimes 
into several categories: crimes of little gravity, crimes of 
medium gravity, grievous crimes, and extremely grievous 
crimes.

The type and category of the crime are significant when 
determining the type and scope of the punishment. Thus, 
the Russian Criminal Code provides for the following types 
of punishments: fines, a disqualification from occupying 
specific positions or conducting specific activities, 
compulsory work, correctional labour, supervised release, 
community service, arrest, imprisonment for a specified 
period of time, and life imprisonment. Despite the fact 
that the Criminal Code provides for capital punishment for 
the commission of extremely grievous crimes, this form of 
sanction is not applied, because a moratorium on its use 
was implemented in 1999.

In addition to the imposition of a punishment, criminal 
liability gives rise to the person convicted of the crime having 
a criminal record. This is taken into consideration in terms of 
whether there are repeat offences when punishments are 
imposed, and involves other legal consequences in those 
cases and under the procedure established by the federal 
laws of the Russian Federation. The existence of a criminal 
record may result in foreigners facing restricted entry or 
being refused entry into Russia, as well as other adverse 
consequences.

A criminal record is expunged after a specified period of time 
has elapsed. This period is established in the Criminal Code 
and depends on the gravity of the crime, either by being 
removed by a court or an act of a governmental authority. If 
a criminal record is cancelled or expunged, this cancels all of 
the legal consequences connected with the criminal record.

When actions are committed that are similar in essence, the 
amount of the harm incurred or income received is what 
specifically enables criminal liability to be distinguished 
from administrative liability. Such acts include, for example, 
illegal enterprise, the unlawful use of a trademark, the 
unlawful obtaining of credit, evading payment of taxes, etc.

Only individuals with full mental capacity, including 
foreigners, who have committed a crime in the Russian 
Federation and have reached the age of sixteen (or in some 
circumstances, fourteen) are subject to criminal liability. 
Criminal liability is not provided for in relation to legal 
entities under Russian legislation.

An individual may not simultaneously be held criminally 
and administratively liable for the same action. If a legal 
entity is administratively liable for an offence in the sphere 
of economic activities, however, this does not release the 
individual (a manager or an authorised employee to whom 
the corresponding official duties were entrusted) from 
being held criminally liable when the elements of a crime 
are present.

The grounds for criminal liability include the commission of 
an act that contains all of the elements of a crime provided 
for in the Russian Criminal Code. Such elements include: 
the target of the crime (rights and interests protected 
by the law), the perpetrator of the crime (an individual of 
full mental capacity who has reached the corresponding 
age), the subjective aspect (intent or negligence), and the 
objective aspect (the commission of a criminal punishable 
offence provided for in the Russian Criminal Code).

Depending on the target of the offence, the Russian 
Criminal Code divides crimes into several types (sections): 
crimes against persons, economic crimes, crimes against 
public security and public order, crimes against state power, 
crimes against military service, and crimes against peace 
and the security of mankind. 
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7. WHERE SHOULD 
I START

latter is declared bankrupt through the fault of the parent 
company.

Issued capital and management structure

The issued capital (referred to in Russian as the ‘charter 
capital’) of both a JSC and LLC must be paid up by monetary 
funds, in at least the minimum amount of issued capital 
specified by Russian law.  Non-monetary contributions 
to the issued capital must be valued by an independent 
appraiser (i) for a JSC, in each case (ii) for an LLC, if the 
nominal value of the membership interest exceeds RUB 
20,000 (approx. USD 330).

Russian law provides for higher issued capital requirements 
in respect of certain types of entities, such as banks and 
insurance companies among others.  

The supreme body of an LLC is the general meeting of 
members, while in a JSC the supreme body is the general 
meeting of shareholders.  The general meeting is entitled 
to decide, among other things, on appointments or the 
early termination of the powers of the company’s corporate 
bodies, to approve annual reports and financial statements, 
to approve amendments to the company’s charter, and to 
approve the distribution of profits / dividends.

The day-to-day activities both in a JSC and LLC are carried 
out by the sole executive body.  However, the charter of the 
company may provide for several persons acting jointly or 
independently to be appointed as the sole executive body.  
An individual or a legal entity may act as a sole executive 
body.  Besides the sole executive body, a collective executive 
body may also be (and in certain cases must be) formed (e.g. 
a management board).  

Russian law allows a foreign national to be appointed as 
the sole executive body of a company. However, it would 
be necessary for such foreign national and the company 
to obtain a work permit (this may occur only after state 
registration of the company).  Before state registration of the 
company, only a Russian national may be appointed as the 
sole executive body.  A breach of the requirement to obtain 
the permit results in severe administrative fines.

Forming a board of directors is optional for private JSCs and 
for LLCs.  In a public company, a board of directors must be 
formed and must have at least five (5) members.  Members 
of the board of directors are to be appointed by the general 
meeting of shareholders/members by cumulative voting for 
the period until the next annual general meeting; however, 
their powers may be terminated ahead of time. 

A. SETTING UP A COMPANY: 
CHOOSING THE RIGHT 
BUSINESS ENTITY

The most commonly used legal forms of business entity 
are the limited liability company (“LLC”) and the joint-
stock company (“JSC”).  It is worth mentioning that Russian 
corporate law is currently being reformed and may be 
amended in certain aspects very soon.

A JSC may be public if its shares or securities convertible into 
shares are publicly circulated or traded, or the charter of the 
company or its name indicates that the company is public.  
JSCs and LLCs that do not fall within the criteria mentioned 
above are private. 

Generally, the public JSC is the type of company that faces 
the most burdensome statutory obligations. For example, 
in a public offering of shares, certain disclosure obligations 
are imposed on the company; in addition, Russian law sets 
the highest issued capital requirement for such entities, 
this being RUB 100,000 (approx. USD 1,667).  Therefore, it 
might be reasonable to choose this form of business entity 
primarily if there is an intention to raise capital through a 
public offering. 

Private JSCs1  and LLCs are substantially similar forms of 
business entities and are often chosen by foreign investors 
specifically for the purpose of registering businesses in 
Russia.  Both companies have minimum issued capital 
requirements (RUB 10,000 or approx. USD 167), and a 
maximum number of shareholders/members (50), while the 
shareholders/members enjoy pre-emptive rights, etc.

An LLC may be regarded as the most flexible type of 
business entity.  An LLC does not issue shares, and thus is 
not subject to obligations to register securities as imposed 
by Russian securities laws.  Instead, the issued capital of an 
LLC is divided into membership interests.  Information about 
the members of an LLC is contained in the state register of 
legal entities maintained by the Russian tax authorities.  

As a general rule, neither shareholders of a JSC nor members 
of an LLC are liable for the obligations of the company.  They 
bear the risks of losses in connection with the company’s 
activity only in the amount of their membership interest / 
the value of their shares.  However, a parent company that 
is entitled to give binding instructions to its subsidiary bears 
joint liability for a subsidiary’s obligations that were incurred 
as a result of the implementation of such instructions from 
the parent company.  The parent company bears secondary 
(additional) liability for the subsidiary’s obligations if the 

1 Before amendments to the Civil Code, such companies were referred to as ‘closed joint-stock companies’..
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A branch is a structural unit of a foreign company and is 
entitled to fulfil all or part of the functions of its foreign 
founder (such as selling goods, providing services, 
performing works and other business activities). 

A representative office and branch may be opened only 
after being registered with the relevant Russian tax authority, 
such registration taking 25 business days.  However, 
representative offices of foreign banks, for example, are 
accredited by the Central Bank of the Russian Federation.

C. SETTING UP A JOINT 
VENTURE IN RUSSIA
The registration by investors of a company (a JSC or LLC) in 
which they jointly own certain shares is the most commonly 
used form for joint ventures in Russia.  In addition to the brief 
description of JSCs and LLCs above, this section discusses 
(on a high-level basis) shareholders’ agreements.

Shareholders’ agreements (in an LLC, agreements on 
exercising the rights of members  are referred to as ‘members’ 
agreements’) were introduced into Russian corporate law 
several years ago.  

Shareholders’ agreements and members’ agreements may 
be entered into either when a company is incorporated, 
or afterwards.  Under such agreements, shareholders/
members may undertake to exercise their rights in a certain 
way or refrain from exercising such rights, including to vote 
in a particular way at general meetings, to jointly perform 
other activities in order to manage the company, to acquire 
or dispose of shares (membership interests) in the company 
for a specified price or if certain conditions occur, or to 
refrain from disposing of shares (membership interests) 
in the company until certain conditions have been met.  
Creditors of the company and/or third parties may enter 
into an agreement with the shareholders/members of the 
company governing the matters stated above, and, further, 
the general rules (provided by law) governing shareholders’/
members’ agreements will apply to such agreements. 

A resolution of a company’s corporate body may be 
invalidated owing to a breach of a shareholders’/members’ 
agreement only if at the date of the resolution in question 
all shareholders/members of the company were parties 
to such shareholders’/members’ agreement.  If there is a 
breach of a shareholders’/members’ agreement, a non-
breaching party may claim payment of penalties and 
compensation, the amount of which the court is entitled to 
reduce.  Furthermore, certain matters fall with the exclusive 
competence of general meetings, and these matters may 
not be delegated to other corporate bodies.  

Registration procedure

State registration of a company normally takes one week 
from the date when the documents are submitted to the 
registration authorities.  Taking into account the time 
needed to prepare the documents in question, state 
registration in practice may take from one month to around 
six weeks.  In addition, JSCs are required to register their 
share issues with the regulator (the Central Bank of Russia), 
which increases the time required for registration by one 
to two months. Furthermore, establishing a company in 
Russia may sometimes require the consent of the Federal 
Antimonopoly Service (the “FAS”), which is an additional 
step in such a case.  A company is deemed to be established 
as a legal entity only after its state registration with the 
Russian tax authorities.

Please note that under the Russian Civil Code, JSCs and 
LLCs may not have another legal entity consisting of one 
shareholder/member as their sole shareholder/member.  

All documents from a foreign legal entity must be notarised 
and apostilled/legalised in the country where they were 
prepared.  Any document supplied in a language other than 
Russian must be accompanied by a Russian translation, 
which must have a notarial certification.

As a general rule, in an LLC, every founder must pay his/
her/its share of the issued capital of the company within 
the period determined in the foundation agreement 
regarding the company. Therefore, the time limit within 
which issued capital must be paid up must be determined 
by the foundation agreement or a resolution of foundation 
(if the company has only one founder). However, this time 
limit may not exceed four months from the date of the state 
registration of the company.

B. OPENING A REPRESENTATIVE 
OFFICE OR BRANCH IN RUSSIA
A representative office or a branch of a foreign legal entity 
does not have the status of a legal entity in Russia; rather, it 
is a structural unit whose aim is to represent the company 
and perform its functions (in whole or in part). 

A representative office is entitled to represent a legal 
entity and protect its interests.  Representative offices are 
not involved in commercial activities in Russia. Thus, most 
representative offices are not subject to profit tax, unless 
their activities give rise to a “permanent establishment” for 
tax purposes, for instance, where a foreign entity engages 
in regular commercial activity using its representative office 
(e.g. it sells goods or supplies services). 

E. DOING BUSINESS IN 
RUSSIA THROUGH OFFSHORE 
JURISDICTIONS. WHAT ARE THE 
RISKS?
Russian state authorities have recently focused their 
attention on the ‘deoffshorisation’ of Russian business 
in general and on restricting the use of instruments of 
aggressive international tax planning. The amendments in 
legislation are increasingly restricting the once common 
use of offshore companies for tax optimisation and the 
channelling of profit abroad.

Specifically, starting from 1 January 2015, retained income of 
foreign companies controlled by Russian taxpayers may be 
subject to corporate profit tax at 20% or to personal income 
tax at 13% in Russia (the rules regarding controlled foreign 
companies). Foreign companies may be recognised as tax 
residents in Russia if they are actually managed from Russia, 
which will result in their profit being taxed at 20%.  Tax 
authorities are robust in using the concept of a beneficial 
owner of income and other provisions of international 
treaties aimed at preventing tax offences. 

The exchange of information between Russian and foreign 
tax authorities is becoming more extensive, which makes it 
much more complicated (and practically impossible in the 
near future) to conceal ultimate beneficiaries and the actual 
ownership structure of companies.

Transfer pricing legislation provides that transactions to 
which one party is a company registered in a jurisdiction 
included in the List of offshore zones are equated to 
transactions between related parties and are controlled 
transactions.

It should be noted that Russian corporate law regulating 
shareholders’/members’ agreements, as well as court 
practice on the matter, is continually developing.  Over 
recent years, the number of joint ventures structured 
under Russian law has increased significantly.  This owes 
not only to the reform of civil legislation, but also to the 
efforts undertaken by the state to ‘de-offshore’ the national 
economy and make it unprofitable to own assets in Russia 
through offshore companies.

D. DO I NEED TO OBTAIN 
SPECIAL PERMITS (LICENСES) 
FROM STATE AUTHORITIES TO 
DO BUSINESS IN RUSSIA?
Certain types of business activities may only be carried out in 
Russia with a special permit (a licence) issued by authorised 
state bodies, for instance pharmaceutical activities and the 
production of medicines; the development, production, 
repair, sale and trade of weapons and military equipment; 
the use of explosive and hazardous materials for production, 
the recovery of natural resources, etc.

Generally, licences are issued for an indefinite time period 
and separately for each type of business activity. licences 
may not be transferred to another legal entity (save for 
certain exceptions). 

If a licensed activity is carried out without the appropriate 
licence, the authorised governmental body is entitled to 
request the court’s permission to liquidate the company and 
confiscate all income gained from the unlicensed activity. 
Further, depending on the particular circumstances, severe 
penalties may be imposed and other adverse consequences 
may result. 

Over the last several years, Russia has tended to delegate 
the powers to issue licences to so-called professional 
self-regulated organisations.  For example, if licensing 
was previously required for engineering, construction 
and appraisal services, now professional self-regulating 
organisations establish their own requirements/criteria for 
membership and issue the corresponding permits.
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8.  WE WANT TO BUY AN 
OPERATING BUSINESS 
IN RUSSIA

• unlike a sale of shares, an asset deal is subject to Russian 
value added tax (18% VAT).  However, the VAT paid may 
be refunded;

• the transfer of an asset (immovable property) is to be 
registered with an authorised state body.  This may be 
complicated if there are a number of immovable assets;

• intellectual property should be transferred under a 
separate agreement, which in certain cases has to be 
registered with an authorised state body;

• there is a need to seek / hire qualified personnel;

• governmental licences, permits and other 
authorisations will not be transferred;

• there is a risk that an asset deal will be classified as the 
sale of an enterprise.  An agreement for the sale of an 
enterprise must be registered with the authorised state 
body, and, after this, all rights and obligations of the 
enterprise will be transferred to the buyer.

B. WHAT SHOULD I CHECK 
PRIOR TO AN ACQUISITION?
It is quite common in Russia to undertake due diligence 
(legal, financial, technical or other) before the acquisition.  
The main purpose of the exercise is to identify the risks and 
issues connected with the target (whether a company or 
asset).  The scope of due diligence depends on factors such 
as the particular company, its field of business, and what 
assets it has.  Usually, the following matters are reviewed in 
the course of due diligence:

• the structure of a group of companies;

• corporate matters (that the company is duly 
incorporated, its management structure, shareholders’ 
agreements, that the shares have been duly issued and 
title to them has been duly registered, etc.);

• assets (title to movable / immovable assets, 
encumbrances);

• financial matters (credit / loan agreements, promissory 
notes, bonds, etc.);

• contracts which are important for business and which 
were entered into on non-typical terms and conditions;

• employment issues (employment contracts with key 
employees, ‘golden parachutes’, collective bargaining 
agreements, trade unions, etc.);

A. SHARE DEAL OR ASSET 
DEAL?
Most M&A transactions in Russia are admittedly share 
deals.  M&A transactions in Russia are generally performed 
according to international standards.  Even though 
international corporations/foreign investors still heavily rely 
on English law or other foreign laws as the applicable law 
when they enter into Russian deals, Russian law is also used 
in M&A transactions. 

Shares in JSCs or membership interests in LLCs are usually 
acquired under a written sale and purchase agreement.  
Unlike shares of JSCs, an agreement with respect to a 
membership interest must be notarised.  A transfer of shares 
in a JSC is registered with the registrar (who maintains the 
register of shareholders); a transfer of a membership interest 
in an LLC is to be registered with Russian tax authorities 
by the notary public who notarises the sale and purchase 
agreement.

When a transaction (acquisition agreement) is executed 
under Russian law, certain standard provisions must be 
considered and implemented carefully, in particular, 
representations and warranties, conditions precedent, 
indemnities, future obligations (e.g. not to compete, to 
refrain from poaching employees and/or clients), etc. In 
addition, the prior approval of Russia’s Federal Antimonopoly 
Service (the ‘‘FAS’’) is required in certain cases.

To give an overview of asset deals as usually entered into 
in Russia, one may divide them into two main categories, 
depending on the subject matter:

1) asset deals involving movable property and non-property 
rights; and

2) asset deals involving immovable property.

In general, Russian law does not set any restrictions on the 
residency of the parties to a deal (i.e. both Russian and non-
resident entities may consummate an asset deal).  However, 
on certain occasions it may be necessary to obtain the prior 
approval of the FAS in order to acquire an asset.  As far as 
the acquisition of immovable property is concerned, the 
law sets a number of limitations, for example a non-resident 
buyer is not entitled to purchase land plots located near the 
state border.

On the one hand, an asset deal may be more favourable, 
as current liabilities (e.g. debt) and risks (tax issues, 
environmental, administrative, customs and other issues) 
of a company are not to be transferred to a buyer, save for 
encumbrances over an asset that is to be acquired.  On the 
other hand, there are certain disadvantages in comparison 
with a share deal, for example: 
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In the light of the above, the choice of applicable law should 
be given detailed consideration in each case.

D. OBTAINING THE FAS’S 
APPROVAL
Transactions subject to FAS control 

Antimonopoly legislation provides that the following 
transactions are subject to the control of Russia’s Federal 
Antimonopoly Service (the ‘‘FAS’’): 

• the acquisition of (direct or indirect) rights to 
determine the business activities of another company 
by one or several enterprises (through shareholdings, 
agreements, voting arrangements, an assignment of 
rights etc.);

• the acquisition of certain holdings of shares in another 
company, resulting in the buyer and its group holding 
in total over 25%, 50% or 75% of the voting shares in a 
JSC or over 1/3, 50% or 2/3 of the membership interests 
in the issued capital of a LLC;

• the incorporation of a company by the contribution of 
assets or shares in another company;

• the merger of one company with another company or 
the consolidation of several companies; and

• the acquisition of more than 20% of the fixed 
production or intangible assets from another company.

Thresholds 

Prior FAS approval of a transaction is required if: 

• the buyer and its “group of persons”, and the target 
company and its “group of persons” have a latest 
aggregate balance sheet value of total assets which 
exceeds RUB 7 billion (approx. USD 117 million) and 
the target company and its “group of persons” have 
total assets with a value on the latest balance sheet 
exceeding RUB 400 million (or approx. USD 6.67 
million); or

• the buyer and its “group of persons”, together with the 
target company and its “group of persons” have earned 
aggregate revenues from the sale of goods and services 

• regulatory issues (licences, permits and other 
governmental authorisations, dealings with state 
authorities);

• IP (databases, trademarks, know-how, licences, 
websites and other intellectual property matters);

• matters relevant in a specific business sector (e.g. 
environmental, insurance, telecoms, etc.);

• disputes (legal proceedings, arbitration, any inspections 
/ audit / reviews carried out by governmental bodies).

The timescale for carrying out a due diligence exercise in 
fact depends on its scope, and on how active the seller is 
in providing documents and in interacting with the due 
diligence team.  In practice, it may take approximately 3-6 
weeks (or more).

C. CHOOSING A JURISDICTION

As mentioned above, over the past few years the number 
of M&A deals governed by Russian law has significantly 
increased.  Both foreign and Russian investors rely on Russian 
law: (i) because it is becoming more flexible and business 
friendly, and allows (to a certain extent) similar instruments 
to be used as are used in international M&A transactions; 
and (ii) when they intend to make a long-term investment.  

In certain cases, using foreign law may be problematic or 
even prohibited owing to mandatory requirements of 
Russian law. In particular, this applies to: (i) transactions 
connected with real estate (registered in Russia), which are 
subject to Russian law; (ii) agreements to dispose of or to 
pledge a membership interest in an LLC:  given that such 
agreements must be notarised, a Russian notary public 
is unlikely in practice to notarise a contract governed 
by a foreign law; (iii) foreign law-governed shareholders’ 
agreements entered into by shareholders of Russian 
companies are enforceable only to the extent permitted 
by Russian law (such an agreement must not contravene 
mandatory Russian provisions). There are also certain other 
cases.

In addition, corporate disputes are non-arbitrable and it is 
only the Russian state courts that have the jurisdiction to 
resolve them (a problem is that the list of matters covered 
by the term ‘corporate dispute’ is not comprehensive)2; 

As for foreign legal systems, English law is the most popular 
foreign law chosen as the governing law in Russian M&A 
transactions, including with respect to Russian assets.  

2 We are aware of a case in which a dispute which arose with regard to an agreement for the sale of a membership interest was not recognised as capable of being 

resolved through an arbitration procedure.

proposed transaction.  Documents and information regarding 
the purchaser and the target company include statutory 
documents, financial and market data, and lists and charts of 
the companies within the groups.  Sometimes, the process 
of collecting the required documents may take considerable 
time, so it should be planned in advance.

An application may be submitted to the FAS at any time 
before the transaction is closed (i.e. before the voting rights 
are acquired). 

The FAS considers the application over a 30-day period after 
all the documents and data are filed.  The review period 
may be extended by a further 2 months in order to obtain 
additional information or to carry out an in-depth analysis of 
the transaction.   

In practice, it has been rare, even exceptionally so, for 
refusals to be encountered on the basis that the impact on 
competition may be restrictive.  Nevertheless, it is necessary 
to file accurate and complete information since the FAS may 
refuse to give clearance on the ground that the applicant has 
provided incorrect or misleading information. 

Certain special  provisions of antimonopoly legislation are 
applied to transactions in which financial institutions and 
natural monopolies are targets, e.g. any acquisition of more 
than 10% of the shares in a natural monopoly must be 
reported to the FAS. 

during the past calendar year in excess of RUB 10 billion 
(approx. USD 167 million) and the balance sheet value 
of the total assets of the target company and its “group 
of persons” exceeds RUB 400 million (approx. USD 6.67 
million).

The above thresholds apply to transactions in respect of 
a Russian company operating on the market of particular 
goods (a particular commodity).  If the Russian target 
company is a financial company (which provides banking, 
insurance, leasing or securities market services, as well as 
services that involve attracting and/or placing monetary 
funds of individuals and legal entities), then different 
thresholds approved by the Government and the Central 
Bank of Russia must be applied.  These thresholds vary 
depending on the type of financial company and are revised 
regularly. Therefore, it is advisable that these be verified 
before a reorganisation or acquisition process is started in 
relation to a financial company.

Filing procedure 

If a transaction requires prior approval from the FAS, the buyer 
and the target company must file the application in question 
with the FAS, and must enclose the documents listed in 
antimonopoly legislation.  All foreign documents must be 
apostilled and translated into Russian, and the translation 
must be certified by a notary public.

The list of documents that must be enclosed with the 
application contains documents and information on the 
buyer and its group, the target and its group, and the 
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• Media and telecoms, including television and radio 
broadcasting, telecommunications, certain printing 
activities and the printed press;

• Monopolies, including the activities of certain 
communications and railway companies (which have a 
dominant position on the Russian market) and various 
so-called “natural” monopolies.

B. RESTRICTIONS WHEN 
INVESTING IN STRATEGIC 
INDUSTRIES

The Strategic Investment Law provides for an obligation 
to obtain prior consent from the authorised governmental 
body with respect to transactions that would allow:

1) a Foreign Investor3, which is not itself controlled (directly or 
indirectly) by a Public Foreign Investor4, to control a strategic 
entity (one that does business of strategic importance);

A. INDUSTRIES CONSIDERED TO 
BE STRATEGIC
Federal Law No. 57-FZ “On the procedure for foreign 
investments in business entities of strategic importance for 
Russian national defence and state security” dated 29 April 
2008 (the “Strategic Investment Law”) establishes a legal 
regime governing foreign investment in certain strategic 
branches of the Russian economy.  There are 45 types of 
business activity that are considered to be strategic, and they 
may be summarised as follows:

• National defence, including activity connected with 
military equipment and weapons, space technologies, 
radioactive and nuclear materials and equipment, the 
use of infectious agents, aviation and encryption;

• Natural resources, including activity affecting 
geophysical processes, geological exploration and 
the recovery of natural resources, provided that such 
natural resources are located at a site of subsurface 
resources deemed to be of “federal importance”, or 
affecting water bioresources;

9. STRATEGIC INDUSTRIES: 
WHAT ARE THEY?

3 Means any foreign investor (a person or entity, including a Russian company under foreign control or a foreign company ultimately controlled by a Russian 

individual), or a group that includes a foreign investor.
4 Means foreign governments and international organisations and any of their subsidiaries (including subsidiaries incorporated in the Russian Federation).
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2) a Public Foreign Investor to acquire, directly or indirectly, 
25% or more of, or similar blocking rights over, any Russian 
entity, whether strategic or non-strategic.

“Control” means that a Foreign Investor (i) directly or indirectly, 
has more than 50% of the voting rights in the strategic entity; 
(ii) is entitled (on the basis of an agreement or otherwise) 
to manage or otherwise determine decisions taken by the 
strategic entity; (iii) has the right to appoint a sole executive 
body (e.g. the CEO) and/or more than 50% of a management 
board / board of directors or other management body of 
the strategic entity; or (iv) is a management company of the 
strategic investor. 

Even though a Public Foreign Investor may, having obtained 
prior approval, acquire more than 25% of the voting shares of 
the strategic entity, the Strategic Investment Law absolutely 
prohibits a Public Foreign Investor from gaining “control” over 
a strategic entity.

In addition, a Foreign Investor must notify the FAS of the 
acquisition of 5% or more of the shares in strategic entities..

C. OBTAINING APPROVAL 
TO INVEST IN A STRATEGIC 
INDUSTRY

In order to obtain approval for a transaction, a Foreign 
Investor (or Public Foreign Investor, as applicable) must file an 
application with the FAS along with supporting documents.  
These include, for instance, its certificate of incorporation 
(or passport ID for an individual), constitutional documents, 
a draft agreement/document detailing the terms and 
conditions of the proposed acquisition transaction, a draft 
business plan in the prescribed form, including details of 
group companies, and certain other documents. 

The procedure for obtaining approval consists of two main 
stages: (i) an initial review by the FAS; and (ii) a decision 
being made by a governmental commission.  Generally, 
the ultimate decision is to be made within three months 
following the date when the FAS registers the application. 
However, in exceptional situations this term may be 
extended by up to three more months.

Any approval may be expressed as being conditional on 
certain obligations being met by the Foreign Investor (or 
Public Foreign Investor, as applicable).  Any approval notice 
issued to an applicant should state for how long such 
approval remains valid. 

It should be noted that the same procedure for obtaining 
approval applies to any Public Foreign Investor (a) obtaining 
(directly or indirectly) more than 25% of the shares of a non-
strategic Russian legal entity, or (b) otherwise being able to 
block resolutions of the corporate bodies of a non-strategic 
Russian legal entity.



10. ENTERING INTO 
CONTRACTS IN RUSSIA
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B. APPLICABLE LAW. 
ARBITRATION CLAUSES
The parties to a contract (to which a foreign entity is a party) 
may choose both a place to resolve a dispute, and also the 
applicable law.  

The awards of foreign arbitral tribunals are enforced in 
Russia pursuant to the New York Convention (1958).  The 
decisions of foreign (state) courts are enforced if (i) there is an 
international treaty or (ii) under the principle of reciprocity 
(i.e. it is needed to prove that decisions of Russian state 
courts are enforced in the country in question).  

The most efficient (in terms of time) place to resolve 
disputes involving Russian parties is a Russian state court.  
Some disputes may be resolved by Russian courts only 
(e.g. corporate disputes in relation to Russian companies, 
disputes concerning real estate located in Russia, etc.).

The parties to a contract (to which a foreign entity is a party) 
are free to choose the law of any jurisdiction as a governing 
law (whether Russian or foreign).  However, such chosen 
governing law must not contravene the public policy of 
Russia and mandatory regulations of Russian law.

C. THE ANTIMONOPOLY ISSUES 
TO BE CONSIDERED
Antimonopoly matters in Russia are regulated by the Federal 
Law “On protecting competition” (the “Competition Law”), 
and the FAS oversees the implementation of this Law.  The 
Competition Law applies extra-territorially, i.e. its provisions 
apply to relations (agreements, actions, arrangements etc.) 
that arise (are concluded, performed, etc.) between and 
by Russian or non-Russian persons/entities in or outside of 
Russia, and that affect (or may affect) competition in Russia.

In terms of contractual matters, the Competition Law 
prohibits agreements and concerted actions restricting 
competition between competitors, which may result in, for 
example, prices, discounts, bonus payments, or surcharges 
being controlled or fixed; prices being increased or reduced, 
or prices in tenders being manipulated. A refusal to deal 
with particular sellers or customers and refusals in certain 
other forms are also prohibited, as are vertical agreements 
in Russia (i.e. agreements between firms at different levels 
in the supply chain).

Furthermore, the Competition Law prohibits abuse of a 
dominant position.  Determining whether a particular entity 
enjoys a dominant position entails a complex assessment of 
various factors.  The most important of them is the entity’s 
market share, and specifically:

A. KEY ASPECTS OF THE 
REGULATION OF COMMERCIAL 
CONTRACTS IN RUSSIA

Russian civil law still contains numerous provisions which 
are mandatory and which cannot be changed by virtue 
of a contract.  Current court practice tends to allow more 
freedom to enter into contracts in business relations.  
Despite this, if parties deviate from the corresponding 
provisions of the Russian Tax Code, there is a risk that such 
contractual provisions will lose their legal effect. 

The majority of contracts in Russia are entered into by way 
of the parties signing a written document.  Even though 
there is a possibility of using an electronic signature for 
these purposes, this is not a widely used option in practice. 

A contract is made if ‘material’ terms and conditions are 
agreed in it.  Depending on the type of contract such 
‘material’ terms may, besides the subject matter, include 
matters such as time periods (for the supply in supply 
contracts, or for construction work to be completed), 
security for obligations (in pledge contracts) and so on.

Certain contracts are required to be notarised.  This means 
that a Russian notary public should certify the contract 
(check that the transaction and the powers of the signatories 
are valid).  The law sets out the types of contracts that need 
to be notarised, in particular a pledge and the disposal of a 
membership interest in an LLC.  In addition, certain contracts 
must be registered with authorised state bodies, e.g. a lease 
of immovable property for a period of one year or more.

Penalties and the compensation of costs and losses are 
commonly applied in Russia when contracts are breached.  
Certain other remedies are also available, depending on the 
type and essence of the contract (e.g. specific performance, 
remedying defects, etc.).  However, a court may reduce the 
amount of penalties in certain circumstances.

Russian law does not explicitly require a contract to be 
made in Russian.  Nonetheless, contracts between Russian 
and foreign parties are normally made in bilingual form 
(with a Russian version alongside another language). This is 
done in case there is a need to submit the contract to state 
authorities or a bank.
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D. WHAT IS EXPECTED FROM 
REFORMS IN CIVIL LAW?
We observe that Russian civil law is continually developing 
in a number of areas.  On the one hand, many changes are 
aimed at harmonising Russian law with western countries’ 
legal systems (e.g. introducing shareholders’ agreements, 
irrevocable powers of attorney, escrow agreements, public 
and private companies, etc.).  On the other hand, there is 
an aim to remove legislative uncertainties and legal gaps, 
taking into consideration relevant matters such as the 
prevailing court practice.  

Even though it is as yet unclear how amended rules will be 
interpreted and considered by the courts, we expect Russian 
civil law to become more business friendly (including to 
foreign investors) and more flexible.

• legal entities with a market share of 50% or greater are 
presumed dominant;

• legal entities with a market share between 35% and 
50% are deemed dominant if the FAS has determined 
that they have a dominant position;

• legal entities with a market share of 35% or less are 
presumed not to be dominant.

The FAS (when evaluating a company’s market share) will 
not consider a company in isolation, but rather the entire 
group to which it belongs.

In addition, the Competition Law provides for regulation 
of the granting of state (municipal) preferences, i.e. special 
privileges over other market participants, procuring more 
favourable conditions for the grantee’s activity in the market 
in question by transferring property and/or civil rights, 
or giving preferences or state (or municipal) guarantees.  
Preferences must be granted for authorised purposes only, 
such as to develop education and science, environmental 
protection, to protect health and labour, etc.

11. INVESTMENT 
IN RUSSIAN REAL 
ESTATE — WHERE TO 
START?
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• Land plots within the Russian border territories: foreign 
entities may not own land plots within Russian border 
territories; the list of such areas is approved by a 
Presidential decree. 

• Land plots located within the territory of a sea port: 
foreign legal entities as well as foreign individuals and 
stateless persons may not obtain ownership title to 
land plots within the boundaries of sea ports (i.e. the 
borders of sea ports both on land and in the water).

It is also important to note that mineral resources are owned 
in their entirety by the Russian state.

Lease rights (to both buildings and land plots) are another 
type of legal interest in real property, and one that is 
extremely commonly encountered in the Russian market. A 
leasehold right is a contractual right and, as a general rule, it 
exists for as long as the lease contract survives.

A right of easement is recognised by Russian law and 
includes the traditional types of right to use and/or enter 
onto another person’s real property without possessing it 
(examples are a right of way, a right to excavate, etc.).

C. WHAT DO I NEED TO KNOW 
ABOUT REGISTERING REAL 
ESTATE?

Title to real estate, as well as any transfer of title and 
encumbrances on title (including lease agreements with a 
term of one year and more, mortgages, liens, easements, etc.) 
are subject to state registration in the Russian Unified State 
Register of Immovable Property Rights and Transactions (the 
“Register”). As a general rule, rights are considered to have 
originated from the date of such state registration. 

By law, state registration with the Register is recognised as 
the only proof that the rights in question exist (save for those 
rights that originated prior to the date when the Register 
was created)5. The Register is a publicly available source of 
information.

D. HOW MUCH ARE THE REAL 
ESTATE TAXES?
Russian companies are liable to pay property tax on the 
average annual net book value of the immovable and some 
of the movable property that they own. Foreign companies 

The Russian real estate market appears to be one of the key 
areas of Russian economy in which a foreign company would 
be willing to invest. This holds true for both the Moscow and 
St. Petersburg real estate markets. As with most other world 
markets, a development company in Russia would either 
buy a ready-to-use commercial or multifunctional facility, or 
would obtain a land plot for development, would construct 
a commercial or residential facility on it and then dispose of 
that facility or continue to use it.

Importantly, Russian law recognises real estate as a specific 
legal area with specific regulation that should be considered 
thoroughly by those who are interested in investing in the 
market.

A. HOW DO I DETERMINE WHAT 
IS REAL ESTATE? 
Russian law defines real estate as any facility inseparable 
from the land (i.e. all the buildings and constructions, 
including unfinished construction) and the land itself. 

Notably, marine and inland vessels, aircraft and spacecraft 
are classified by the law as real estate and are therefore 
subject to a special legal regime, including the requirement 
for mandatory state registration.

B. WHAT ITEMS OF REAL ESTATE 
MAY FOREIGNERS ACQUIRE?
Ownership title is recognised by Russian law and implies 
the fullest powers possible – the rights to possess, use and 
dispose of property at the title holder’s discretion. 

As a general rule, foreign entities may enjoy ownership 
title to real property (both buildings and parcels of land) 
located in Russia with no restrictions. However, legislation 
has provided for a number of exceptions to this general rule, 
such as:

• Agricultural lands: the following entities are not allowed 
to obtain ownership title to agricultural lands and may 
enjoy only leasehold rights:

- foreign individuals and stateless persons;

- foreign legal entities;

- Russian legal entities with more than 50% of the 
shares or participatory interests in foreign hands.

5 The Register was established in 1998.
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Due diligence – how do I know the target is suitable for my 
purposes?

It is impossible to overstate the value of legal checks of the 
target of a potential acquisition (irrespective of whether the 
target is a company holding title to real estate or the real 
property itself ). 

A legal check of the title to real property would normally 
include legal counsel examining the following issues:

• the current status of title to the real property; 

• whether or not the chain of acquisitions of the title to 
the real property has been performed in compliance 
with all applicable laws, or the risks of the current title 
of the current owner being contested;

• any current restrictions and encumbrances that may 
preclude the purchaser from using the real property 
subsequently.  

are subject to tax on immovable fixed assets which are 
located within Russia. The standard property tax rate is 2.2%. 
Regional authorities may reduce this rate. 

In relation to certain types of property (in particular, retail 
and administrative buildings and premises), regional 
authorities may establish that the tax will be paid based 
on the cadastral value of the property, rather than the net 
book value. The cadastral value is a value close to the market 
value which was obtained through a large-scale valuation of 
such facilities by the state.

E. I HAVE DECIDED TO BUY REAL 
PROPERTY FROM A PRIVATE 
OWNER – WHAT IS THE STEP 
PLAN?
There are a number of steps that it is advisable to follow 
with any acquisition of real estate in Russia. The most 
important of them would be:  (i) carrying out legal and 
technical due diligence; (ii) structuring the deal from the 
legal and tax standpoints, negotiating and agreeing on 
the main commercial terms; (iii) executing the transaction 
documents; and (iv) completing the acquisition (e.g. by 
registering title to the real property in the Register if real 
property is being purchased directly).

Getting the deal done

As in many other jurisdictions, a Russian deal may be 
structured either through an acquisition of shares in a 
company that holds title to the real property in question 
(or a holding company of such SPV residing in Russia or in 
another foreign jurisdiction) or, alternatively, through the 
real property being purchased directly. 

The purchase of real property and the Russian company’s 
shares would be governed by Russian law whereas 
the acquisition of shares in a foreign holding company 
(which owns the whole Russian structure) may naturally 
be governed by such other laws as are permitted by the 
holding company’s jurisdiction (e.g. by English law).

Each of the structuring options has its own legal and tax 
advantages and drawbacks, which need to be thoroughly 
examined at the stage when the structure of the transaction 
is being negotiated. For example, one of the disadvantages 
of the share deal structure is that the purchaser is unable to 
uncover all the potential financial obligations of the target 
company. 



12. THINGS TO KNOW 
ABOUT CONSTRUCTION 
IN RUSSIA IF I AM A 
DEVELOPER AND CAN 
BUILD ANYWHERE
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These compete with so-called “advanced development 
areas”. The corresponding law regarding such areas was 
adopted only in December 2014. Yet, there are more than 
10 such areas in the Russian Far East. 

Advanced development areas offer their potential residents 
various benefits, including tax and customs benefits, on 
top of a preferential regime for connecting to infrastructure 
facilities, a simplified procedure for hiring foreign employees 
and a special procedure for using land. The successfully 
developing “industrial parks” may be both state-owned and 
private. The advantages of implementing a project in an 
industrial park are primarily that the infrastructure is built 
and the park is operated using the effort and at the cost 
of the region or the park itself. The most well-known and 
successful “industrial parks” are located in Kaluga Region 
and Leningrad Region. Today, Russia has more than 100 
industrial parks. 

C. STEPS TO OBTAIN A 
CONSTRUCTION PERMIT
To implement a construction project in Russia would 
normally be a long-term process, which involves, among 
other things, the developer having to obtain numerous 
authorisations and permits from the Russian state 
authorities. 

Once a land plot has been obtained, the main stages of 
construction and of acquiring the ownership title to a 
property are as follows:

• obtaining a land plot development plan:  the document 
contains the main development characteristics of 
the land plot and the corresponding restrictions on 
development (permitted use, acceptable dimensions 
of construction, etc.) and is to be obtained from local 
municipal authorities;

• working up the design documentation and 
the subsequent expert examination of such 
documentation;

• obtaining a construction permit:  the construction 
permit is the main document authorising construction 
on the land plot; in practice, obtaining a construction 
permit may take (in total) from 150 to 390 days 
(depending on the region where the land plot is 
located);

• selecting and engaging a contractor with the necessary 
expertise and the relevant permits and competency 
certificates to perform construction works;

An appropriate land plot for development would probably 
be the main focus for the interest of a foreign investor that 
has decided to construct real property in Russia by its own 
efforts. 

A. OBTAINING OWNERSHIP 
OF THE LAND PLOT FOR 
DEVELOPMENT

Russia is a vast country with huge land resources. It follows 
from publicly available statistics that approximately 90% of 
the land in the Russian Federation is owned by the Russian 
State. Therefore, the chances are high that a developer will 
have to deal with a public owner when acquiring a land plot 
for development purposes.

The process of acquiring a land plot for development most 
commonly includes the following major steps:

• selecting a land plot suitable for development;

• performing legal due diligence of title to the land 
plot, as mentioned above, including a legal check 
of the possible encumbrances and/or other town-
planning and architectural restrictions and limitations; 
performing technical due diligence/engineering 
surveys;

• acquiring or obtaining leasehold title to the land plot:

- obtaining leasehold title from the state: if the 
land plot in question is owned by the state it may be 
provided only by way of a public auction; in this case 
only leasehold title would be available to the developer 
for the definite period limited by the law;

- acquiring from a private owner:  a private owner 
would normally sell the land plot for development 
(rather than provide leasehold title to the developer).

B. ANY PREFERRED REGIONS 
WHERE I CAN OBTAIN 
BENEFITS?

One of the Russian Government’s main policy initiatives is 
to make Russia’s regions more attractive to foreign investors. 

To this end, so-called “special economic zones” are 
currently in operation in 16 Russian regions. They offer 
liberal investment, taxation, trading, customs and labour 
conditions, and invite foreign and domestic investors to 
take up residence.



44

E. OPERATING A HAZARDOUS 
INDUSTRIAL FACILITY IN 
RUSSIA

The Russian legal system provides for comprehensive health, 
safety and environmental regulation, which covers, among 
other areas, special regulation of hazardous industrial 
facilities. These must be registered in a special state register 
and are subject to special supervision by state authorities. 

Various environmental protection rules need to be 
complied with when the manufacturing facility is allocated. 
Special permits should be obtained and maintained while 
the manufacturing facility is operational.

• connecting to utilities (electricity, water, and gas 
supply):  connecting to utilities is a complex technical 
and engineering process, which may take from 120 to 
280 days (depending on the region);

• the construction process is to be completed by 
obtaining an operating permit, confirming that the 
construction has been undertaken in compliance with 
all applicable regulations and allowing the developer 
to start to operate the building;

• the ownership title is to be registered in the Real Estate 
Register once all the above steps have been completed 
and the newly constructed property has been put into 
operation.

D. NOW THAT EVERYTHING HAS 
BEEN COMPLETED, I NEED TO 
GET MY TITLE REGISTERED

As noted above, title to real property (including newly 
constructed facilities) is subject to mandatory state 
registration in the Register, and this officially takes up to 18 
calendar days. In practice, the timeframe for registering title 
may range from 22 to 60 days depending on the region.

13. LEASING OUT 
PREMISES TO TENANTS 
- WHAT ARE THE MAIN 
MARKET TERMS OF 
LEASES AND WHAT 
REQUIREMENTS DOES 
RUSSIAN LAW SET?

which the lease runs; (ii) the rent, (iii) what fit-out works will 
be carried out in the premises; (iv) any option for the parties 
to terminate the contract early (owing to the other party’s 
fault or for convenience), (v) other rights and obligations of 
the parties, including a right to extend the term and expand 
the leased space, etc.

Under Russian law, a lease agreement for real property 
entered into for a term of one year and more is subject to 
state registration and is considered to be entered into from 
the date of such registration. 

Our practice shows that the main terms and conditions of 
a Russian lease transaction may be: (i) the time period for 

45



14. PROTECTING 
INTELLECTUAL 
PROPERTY 

47

Fees in the following amounts must be paid when 
submitting an application: to submit the application, RUB 
1,650 (approx. USD 27) + RUB 250 (approx. USD 4) for each 
patent claim exceeding 25; and for the expert examination, 
RUB 2,450 (approx. USD 40) + RUB 1,950 (approx. USD 32) for 
each independent patent claim exceeding 1 (but not more 
than 10) + RUB 3,440 (approx. USD 57) for each independent 
patent claim exceeding 10. 

The expert examination of the application for inventions 
is also conducted in two stages. The process of receiving 
the patent for the invention takes 3 years on average.  After 
registering the invention, it is also necessary to pay a fee of 
RUB 3,250 (approx. USD 54) for the patent to be issued. The 
patent holder must subsequently pay annual patent fees.

A foreign company or foreign national may interact with 
Rospatent only through Russian patent attorneys.  Pepeliaev 
Group has on its staff attorneys that are licensed as patent 
attorneys. 

C. PROTECTING A TRADE NAME 
AND FIRM NAME 
A trademark holder may protect its trademark using the 
following methods:

1) The pre-litigation stage.  Sending a claim to the infringer 
of the exclusive rights.  This stage may help in the process 
of negotiations to achieve a resolution of the dispute, or the 
infringer may simply stop violating the rights.  

2) Administrative law methods.  Depending on the 
circumstances, the holder may: submit an application to 
Rospatent with the intention of challenging the registration 
of a confusingly similar or identical trademark; submit an 
application to the antimonopoly authority if there are signs 
of unfair competition in the actions aimed at acquiring the 
rights to the trademark; or submit an application to the 
customs authority if the infringing goods cross the borders 
of the Customs Union. 

3) Criminal law methods.  Pursuant to the Russian Criminal 
Code, an individual may be held criminally liable for using a 
trademark illegally if this act was committed repeatedly or 
inflicted significant damage.

4) Civil law methods.  The holder may submit a complaint to a 
court and demand the recall and destruction of the infringing 
goods and/or the goods’ labels and packaging at the expense 
of the infringer; the deletion of the materials that accompany 
the performance of the work or the supply of the services; or 
compensation; or may use any other available methods. 

A. REGISTERING A TRADEMARK 

A trademark may be registered in Russia under a national or 
an international procedure (the so-called “Madrid System”).  
To register a trademark, the applicant (a business entity or 
sole proprietor) must define the goods and/or services 
classified according to the requirements of the International 
(Nice) Classification of Goods and Services in relation to 
which the trademark is proposed to be registered. The 
applicant must then submit an application to register the 
trademark with the Federal Service for Intellectual Property, 
Patents, and Trademarks (known by the Russian abbreviation 
“Rospatent”).  When the trademark application is submitted, 
statutory fees must be paid of RUB 14,200 (approx. USD 237) 
+ RUB 2,050 (approx. USD 34) for each additional class above 
1), with a further RUB 16,200 (approx. USD 2700) fee when 
Rospatent makes a decision to register the trademark.  An 
expert examination is conducted in two steps. The term 
for conducting the expert examination is approximately 14 
months. 

A foreign company or sole proprietor may interact with 
Rospatent only through Russian patent attorneys.  Pepeliaev 
Group has on its staff attorneys who are licensed as patent 
attorneys.

B. RECEIVING A PATENT FOR AN 
INVENTION 
An engineering design in any field that relates to a product 
(specifically, equipment, materials, microbial strains, cell 
cultures, plants, or animals) and methods (a process of 
carrying out operations on tangible objects with the help 
of physical resources) is protected as an invention.  An 
invention is afforded legal protection if it is new, has a 
degree of inventiveness, and is industrially applicable.

To receive a patent, an application must be submitted in 
Russian to Rospatent, and it must contain the following:

1) an application to issue a patent indicating the author of 
the invention and the individuals/entities in whose name 
the patent is requested, as well as the residence or location 
of each of the individuals/entities;

2) a description of the invention; 

3) the set of claims for the invention; 

4) drawings and other materials if they are required to 
understand the essence of the invention; and 

5) an abstract.



F. PROTECTING 
MANUFACTURING PROCESSES 
Manufacturing processes may be protected as an invention 
or as know-how. If protecting a manufacturing process 
as know-how, the right holder must have instituted a 
commercial secret regime (a special confidentiality regime).

G. PROTECTING A COPYRIGHT 

The exclusive rights to copyrighted items may be protected 
via administrative, criminal, and civil law procedures.  
Specifically, in the civil law procedure, the right holder may 
demand: the stopping of conduct that is infringing a right 
or is creating the threat that a right will be violated; or the 
indemnification of losses or compensation (in an amount 
between RUB 10,000 and RUB 5,000,000, or an amount of 
double the cost of the copies, or of double the cost of the 
licence); or confiscation of the tangible medium, etc.

H. EXECUTING A FRANCHISE 
AGREEMENT 
In Russia, a franchising agreement is called a commercial 
concession agreement. Under such an agreement, the right 
holder, for a fee, provides the user with the right to use, 
in the user’s commercial activities, the set of the exclusive 
rights belonging to the right holder, including the right to 
a trademark or a service mark, as well as the rights to other 
items of intellectual property provided for in the agreement, 
in particular, the rights to a computer program, an invention, 
a business name or a manufacturing secret (know-how).

A franchising agreement must be registered with Rospatent. 

I. BATTLING COUNTERFEIT 
GOODS AND PARALLEL 
IMPORTS 

The optimum strategy for battling counterfeit goods and 
parallel imports (which is essentially a violation of exclusive 
rights) is to combine the available administrative law 
mechanisms (involving the customs authorities) and civil 
law mechanisms (making a claim to a court).

One efficient administrative mechanism for protection is 
including intellectual property items in the Customs Register 
of Intellectual Property of a state in the Customs Union, 
as well as the European Customs Register of Intellectual 
Property of the Customs Union.

The exclusive right to a trade name may be protected either 
by an administrative method (for example, by making the 
corresponding application to the FAS or by objecting to 
Rospatent) or with recourse to the court.

D. WHAT SHOULD I DO IF 
SOMEONE HAS REGISTERED A 
TRADEMARK OR NAME SIMILAR 
TO MINE? 
Depending on the situation, it is possible to make use of the 
following options:

1) to challenge the registration of the trademark of the 
person who registered the similar trademark;

2) to submit an application to the FAS concerning unfair 
competition;

3) to appeal to the tax authority and/or a court (depending 
on the specific circumstances) if a similar trademark has 
been registered.

E. PROTECTING COMPUTER 
PROGRAMS AND INFORMATION 
TECHNOLOGY 

Within the term  for which the exclusive right to a computer 
program or a database is valid, the right holder may 
voluntarily register the program or database with Rospatent, 
effectively securing the right holder’s rights. 

If an infringement of the exclusive rights to a computer 
program is discovered (including when there is no state 
registration), the exclusive right may be protected with 
recourse to the court.

Depending on its substance, information technology may 
be protected as various items of intellectual property in the 
form of inventions, integrated circuit topographies, know-
how, databases, computer programs, multimedia products, 
integrated processes, and Internet sites. Consequently, the 
legal protection regime and methods for protecting the 
information technology will depend on the characteristics 
of the intellectual property. It is possible to provide 
legal protection via registering the intellectual property. 
Legal protection may also arise by virtue of creating 
the intellectual property (copyrighted works, including 
computer programs). It is also possible to legally protect 
intellectual property by instituting a commercial secret 
regime (confidentiality regime). It is possible to protect 
rights via either administrative or judicial procedures.48 49

a patent invalid or issuing a patent), the FAS (for example, 
acknowledging acts of unfair competition), the Russian 
Ministry of Agriculture (cases connected with selective 
breading results), as well as legal decisions terminating the 
legal protection of a trademark ahead of time because it is 
not being used. 

Additionally, as a cassation court, the Intellectual Property 
Court reviews cases concerning the protection of 
intellectual property rights that have been heard by state 
commercial (arbitration) courts.

Please note, however, that a number of cases in the field 
of intellectual property rights, generally in the field of 
copyright and related rights, fall under the jurisdiction of 
other courts. 

J. THE INTELLECTUAL 
PROPERTY COURT 
Within the system of the Russian state commercial 
(arbitration) courts, a little more than a year ago, the 
Intellectual Property Court was formed. The Intellectual 
Property Court has jurisdiction over a significant number 
of categories of cases in the sphere of intellectual property 
rights, including:

1) challenges to legal regulations;

2) disputes concerning the provision or termination of legal 
protection in relation to intellectual property and means of 
identification similar to intellectual property rights, including 
disputing legal acts of Rospatent (for example, deeming 
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with (supplying a certificate according to Form A, and direct 
transport and delivery rules).

Tariff concessions have been established by the legislation 
of the Union in relation to specific types of goods (for 
example, certain aircraft and marine vessels), goods 
designed for specific goals (for example, humanitarian or 
technical aid imported as a foreign investor’s contribution 
to share capital), and when goods are placed under one of 
the customs procedures that provides for tariff concessions 
in relation to the making of customs payments (for example, 
free customs zone, temporary import, or processing in the 
customs zone).

VAT concessions are established by national legislation (for 
example, in relation to technical equipment for which no 
analogues are produced in Russia).

C. ORGANISING AN 
INTERNATIONAL SUPPLY CHAIN 
Russian customs legislation does not have special 
requirements for organising an international supply chain. 
From the point of view of customs control, direct supplies 
from the manufacturer pose less of a risk. In these cases, more 
often than not, the customs authorities approve the price 
of the imported goods and do not increase the customs 
value. If there are supplies from intermediaries, particularly 
those created in jurisdictions with low tax burdens (offshore 
zones), this increases the risk of a more detailed inspection 
by the customs authorities of whether the price of the goods 
is justified, and the risk of the customs value being adjusted. 

C. RULES ON EXPORTING AND 
IMPORTING GOODS INTO THE 
UNION 

All imported and exported goods are subject to customs 
declaration to the customs authorities. Only a Russian 
customs authority (not a customs authority of Belarus, 
Kazakhstan, or elsewhere) may handle the customs 
declaration of goods imported in accordance with a 
contract executed with a Russian entity. The obligation to 
make the customs declaration is imposed on the declarant, 
which generally may be the Russian entity that is a party 
to the contract in accordance with which the goods are 
transported across the customs border. The declarant may 
perform the customs declaration independently or with the 
help of a customs agent (broker) that is a Russian legal entity 
included in the register of customs agents.

Russia, Belarus, Kazakhstan, Armenia and Kyrgyzstan make up 
the Eurasian Economic Union (the ‘‘Union’’), which has a single 
customs territory, throughout which no customs control 
is required in order to move goods that are manufactured 
in these countries or that have been imported and have 
undergone customs clearance. 

Russia has also been a member of the World Trade 
Organisation (WTO) since 23 August 2012. Russia signed all 
of the basic conventions of the WTO and assumed a set of 
obligations, including to annually reduce the rate of import 
customs duties for a significantly wide range of goods.

The legal consequences of Russia’s membership of the WTO 
for the Union have been defined in the Agreement on the 
Functioning of the Customs Union Within the Framework of 
a Multifaceted Trade System dated 19 May 2011. Pursuant to 
this Agreement, as of the date any of the Parties join the WTO, 
the provisions of the WTO Agreement were to become a part 
of the legal system of the customs union, and the rates of the 
unified customs tariffs of the Union will not exceed the rates 
of the import tariffs provided for in the List of Concessions and 
Obligations Concerning Access to the Commodities Markets 
of this State. A state that is not a member of the WTO has the 
right to back out of the provisions of the WTO Agreement, 
including the obligations that became a part of the legal 
system of the Union. The provisions of the WTO Agreement, 
including the obligations undertaken by the parties as 
conditions for their accession to the WTO, have priority over 
the corresponding provisions of the international agreements 
concluded within the framework of the Union and the 
resolutions adopted by its bodies.

Therefore, Russia’s membership does not hinder the process of 
further integration with its partners under the Union. 

A. EXISTING TARIFF 
CONCESSIONS AND 
PREFERENCES

The Union has a unified import customs tariff. The majority 
of the goods imported for subsequent free circulation in the 
Union are subject to customs duties at the rates indicated in 
the tariff. These are the so-called “base rates.”

Tariff preferences are provided in relation to a specific list 
of goods originating from developed and less developed 
countries that are users of the system of tariff preferences 
of the Union. China is included among the developing 
countries. In relation to those goods from China to which 
tariff preferences extend, customs duty rates may be 
applied in an amount of 75% less than the base rates of the 
customs tariff, provided certain conditions are complied 
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F. EXECUTING LEASING 
AGREEMENTS FOR EQUIPMENT 
AND TRANSPORTATION 

Equipment and transport vehicles imported under a leasing 
agreement may be placed under the customs procedure for 
temporary import, which provides for a full or partial release 
from paying customs duties and taxes for 34 months.    The 
Eurasian Economic Commission approves the list of goods 
fully released from customs duties. 3% of the total customs 
duties must be paid with respect to goods which have 
not been included in the above list.  The customs value 
of equipment or transport vehicles may be determined 
under certain conditions based on the price at which they 
were acquired by the lessor, i.e. excluding the acquisition 
costs and the lessor’s fee. At the end of the period of the 
temporary import, the goods generally must be exported. 

However, when necessary, the temporarily imported goods 
may be released for free circulation. In this case, the customs 
duties paid during the period of the temporary import (in 
the event of a partial release) are counted towards the final 
payment when the goods are released.  

Additionally, interest must be paid for a delay in payment/
for payment by instalments of the customs payments for 
the entire period of the temporary import at the refinancing 
rate of the Bank of Russia.

G. IMPORTING EQUIPMENT AND 
SPARE PARTS 
For a large portion of technological equipment, zero rates 
have been established in the Customs Tariff of the Customs 
Union for import customs duties. If the imported equipment 
is not manufactured in Russia, then benefits in relation to 
VAT may also be applicable. 

In order to apply the zero rate of customs duties and/or VAT 
benefits when supplying equipment in a disassembled state 
using separate shipments, customs legislation provides for 
a special customs declaration procedure. This procedure 
provides for a preliminary decision to be obtained on the 
classification of the equipment; such decision may be 
received for free from the Russian Federal Customs Service. 

H. IMPORTING GOODS AND 
SAMPLES FOR TEMPORARY USE 
In order to optimise customs payments, it is possible to 
place goods and samples under the customs procedure 
for temporary import if those goods and samples are 

When the customs declaration procedure takes place, 
import and export customs duties must be paid if these 
have been set for the corresponding goods, as well as 
VAT, excise duties, and fees for conducting the customs 
operations. Along with the customs declaration, the 
customs authority must be provided with documents that 
confirm the observance of the prohibitions and restrictions 
established in relation to transported goods (for example, 
certificates of conformity, licences, expert opinions, etc.). 

In accordance with currency control requirements, a 
Russian entity may be required to execute an information 
sheet known as a ‘transaction passport’ and provide forms 
concerning the completion of currency operations together 
with confirmation that the goods have been transported 
across the customs border. 

D. EXISTING EXPORT AND 
IMPORT DUTIES 
There are three types of export and import customs duties:

• ad valorem, which are calculated as a percentage of the 
customs value of the dutiable goods (from 0 to 25%);

• specific, which are calculated per unit of the dutiable 
goods;

• combined, which are a combination of the first two 
types.

The rates of import customs duties have been classified in 
accordance with the Commodity Classification for Foreign 
Trade and are contained in the unified Customs Tariff of 
the Union. The Eurasian Economic Commission establishes 
import customs duties.

The Government of the Russian Federation establishes 
export customs duties. Export customs duties are imposed 
on raw materials (oil and petroleum products, natural gas, 
lumber, etc.).

E. HAVING OVERPAID DUTIES 
RETURNED 
To have overpaid customs duties returned, a party must 
apply to the customs authority to which the duties were 
paid, with the application documented according to the 
set form.  This application must be submitted no later than 
3 years from the date of the overpayment of the customs 
duties. A number of documents, including documents that 
confirm the existence of the grounds for the return, must be 
attached to the application.
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J. DOCUMENTING 
SETTLEMENTS IN A FOREIGN 
CURRENCY 

In Russia, settlements under foreign trade contracts may 
be made in either Russian roubles or in a foreign currency. 
In order to make a payment, a transaction passport must 
be opened in a Russian bank, and for each payment, a 
certificate of currency operations completed according to 
the set form must be provided in addition to the instruction 
to the bank to transfer the monetary funds.

imported for conducting research, trials, tests, inspections, 
experiments, or demonstrations with the goods and 
samples, or for using the goods and samples in the process of 
conducting research, trials, tests, inspections, experiments, 
or demonstrations of other goods, even if the goods are 
samples that are fully consumed as a result of such tests.

I. EXECUTING A TRANSACTION 
PASSPORT 
A transaction passport is a currency control document that 
must be executed after a foreign trade contract is entered 
into if the amount of the obligations under the contract 
exceeds the equivalent of USD 50,000. To execute the 
transaction passport, a resident of the Russian Federation 
must fill out the set form and provide it to the Russian bank 
in which the resident has an open account and through 
which the settlements with the foreign partner will be made.
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C. ADVANTAGES AND 
DISADVANTAGES OF SEEKING 
REDRESS VIA AN ARBITRAL 
TRIBUNAL (DOMESTIC OR 
INTERNATIONAL ARBITRATION) 
(REFERRED TO BELOW AS 
‘ARBITRAL TRIBUNAL’)

The main advantages of a case being tried before an arbitral 
tribunal, as compared with litigation in a state court, include 
the following:  

• the higher professional standard of the arbitrators 
reviewing the case (in effect, the higher professional 
standard of arbitrators is, in essence, guaranteed by the 
parties to an arbitration being granted the opportunity 
to select the arbitrators carefully, based, among other 
things, on their education, professional experience, 
occupation, reputation and specific aspects of the 
subject matter of the dispute); 

• the parties to an arbitration have more opportunities 
to formulate their evidence bases (arbitrators, having 
more time to consider a single case in comparison with 
the judges in state courts, are more willing to admit 
video and audio materials or graphic presentations, to 
summon witnesses and experts and so on); 

• there are more definite time periods during which the 
case will be considered (in practice, arbitrators meet 
the requirements of the applicable rules regarding 
the procedural time limits more often than the judges 
in state courts; the number of oral hearings does not 
exceed two; the legislation regulating arbitration has 
fewer legal mechanisms for drawing out the process of 
considering the case); 

• a higher level of confidentiality (the publicly available 
information on the cases tried by arbitral tribunals, as 
opposed to information regarding the cases which are/
were tried by state courts, does not allow for the parties 
to litigation to be identified).

At the same time, we may point to certain disadvantages 
of arbitration, as compared with litigation in a state court:

• higher financial costs (generally, the total amounts 
of arbitration duties that arise from the registration 
expenses and the expenses of the arbitrators (the 
arbitrators’ fees plus administrative expenses) exceed 
the amounts of the duties and levies payable when 
cases are considered in the state courts);

A. HOW THE JUDICIAL SYSTEM 
WORKS
If a conflict arises, any person or entity may appeal to a 
court in order to safeguard its rights and legitimate interests 
(depending on the type of dispute and the parties involved, 
this may be a competent state court (court of general 
jurisdiction or a state commercial (arbitration) court) or a 
private (national or international) arbitral tribunal.

State fees must be paid for a dispute to be reviewed in 
court, and these range from RUB 400 (approx. USD 7) to RUB 
200,000 (approx. USD 3,330).

A judicial decision enters into force after an appeal to the 
appeal court (or after the deadline for an appeal has expired).

After the judicial decision enters into force, the decision 
may be enforced (immediate enforcement of a judicial act 
is established for a small category of cases). However, this 
does not exclude the possibility that the decision will be 
appealed in the future in cassation proceedings (including 
at the ‘second cassation’ level) or in a supervisory review 
procedure.

Russian legislation provides for a large number of 
instruments aimed at encouraging the parties to reconcile, 
which may be used during any stage of the process.

B. TO WHICH COURT SHOULD 
I SUBMIT A CLAIM (STATE 
COMMERCIAL (ARBITRATION) 
COURT OR GENERAL 
JURISDICTION COURT?

State commercial (arbitration) courts review economic 
disputes as well as disputes that are connected with 
commercial activities and that involve organisations and sole 
proprietors. Courts of general jurisdiction review all other 
cases.

Generally, a complaint is submitted to the corresponding 
court according to the location of the defendant, unless the 
law provides otherwise (for example, disputes concerning 
rights to real estate are reviewed according to the location 
of the property, counter-claims are submitted to the state 
commercial (arbitration) court reviewing the original claim, 
etc.).

Legislation also permits jurisdiction to be amended if the 
parties so agree.
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An application for interim relief may be submitted to a 
court either before a statement of claim is filed (provisional 
remedies), or together with the statement of claim, or 
during the litigation but before the court issues an award.

A court may grant provisional remedies (further to an 
application of a claimant) if there is evidence that, should 
no such remedies be granted, enforcing an award issued in 
favour of the claimant would be complicated or impossible 
(e.g. the sale of property which the claimant is seeking to 
recover, etc.)

State duty of RUB 3,000 (approx. USD 50) must be paid 
for the court considering the application (motion) for 
provisional remedies.

A court order granting provisional remedies will come into 
effect and be enforceable immediately.

F. WE ARE UNHAPPY WITH THE 
COURT RULING: CAN WE AND 
HOW DO WE APPEAL?

Current legislation provides for the opportunity to appeal 
judicial decisions in courts of four levels. 

An appeal may be made to the appeal court and the 
cassation court, to the Judicial Panel of the Supreme Court 
of the Russian Federation (“second cassation”), and to the 
Presidium of the Supreme Court of the Russian Federation.

It is necessary to go through all of the above courts in the 
proper sequence. No appeal may be made to each next 
higher court without first having appealed to the lower 
court.

The deadlines for appeals are established by law and vary in 
length from 1 (one) to 3 (three) months from the time the 
last appealed judicial act was prepared in full.

G. ENFORCING A COURT 
DECISION
If a court decision is not voluntarily complied with, a party 
may appeal to the Federal Service of Court Bailiffs, which 
will carry out compulsory enforcement (in this case, if the 
debtor fails to voluntarily execute the award, an execution 
fee will be collected from the debtor).

• the interim orders issued by arbitrators are less 
effective, in particular regarding grants of provisional 
remedies (such orders are not automatically enforced 
by the state and to seek such enforcement, one has to 
apply to a competent state court);

• the procedure for the enforcement of awards is longer 
(one needs to apply to a competent state court).

D. APPLYING TO A COURT 
DOCUMENTS REQUIRED WHEN 
SUBMITTING A CLAIM TO A 
COURT
The first step when having recourse to a court is to file the 
statement of claim, which may be submitted directly to the 
court, by mail, or by filling out an electronic form on the 
court’s website.

The claim will be accepted if the following documents are 
provided:

• the mandatory set of documents may vary, but generally 
includes confirmation that the statement of claim has 
been sent to all parties to litigation; confirmation that 
state fees have been paid; documents confirming the 
legal status of the parties; powers of attorney issued 
to the representatives; confirmation that a pre-action 
complaint procedure or another pre-trial procedure 
has been complied with, unless the law does not so 
provide (for state commercial courts), etc.;

• the documents on which the claimant’s legal position 
is based.

If an incomplete set of documents is submitted, the 
statement of claim will remain idle (a court will give the 
party time to remedy the deficiencies).

E. WHEN AND HOW MAY 
PROVISIONAL REMEDIES BE 
APPLIED?

Russian procedural legislation allows for provisional 
remedies to be granted to secure the property interests of 
a claimant, including, among other things, in the form of: 
imposing attachment on monetary funds or other property 
of the defendant; restraining the defendant from performing 
certain actions with respect to the subject matter of a 
dispute; and obliging the debtor to perform certain actions 
to prevent deterioration of the property in dispute.
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I. ENFORCING A DECISION OF A 
FOREIGN ARBITRAL TRIBUNAL: 
WHAT ARE THE GUARANTEES 
THAT THE DECISION WILL BE 
ENFORCED? GOING TO COURT 
TO SEEK ENFORCEMENT OF 
A DECISION OF FOREIGN 
ARBITRAL TRIBUNAL
The procedure for recognising and enforcing an award 
of a foreign arbitral tribunal is similar to the procedure for 
recognising and enforcing the decision of a foreign state 
court. The grounds for refusing to recognise and enforce a 
decision of a foreign arbitral tribunal are established in the 
corresponding international treaties of Russia, in legislation 
on international commercial arbitration and in Russian 
procedural legislation.

H. ENFORCING A DECISION OF 
A FOREIGN STATE COURT: WHAT 
ARE THE GUARANTEES OF IT 
BEING ENFORCED? GOING TO 
COURT TO SEEK ENFORCEMENT 
OF A FOREIGN JUDICIAL 
DECISION

To have a decision of a foreign state court under an 
economic dispute enforced, one must file an application 
to this effect with a state arbitration court at the location 
or place of residency of the debtor in Russia, or, if no such 
location or place of residency is known, at the location of 
the debtor’s property.

The judge will individually consider the application in a 
court hearing within a period of one month at most after the 
application is filed with the court. State duty of RUB 3,000 
(approx. USD 50) must be paid for the court to consider the 
above application.

To have a decision of a foreign state court under a civil law 
dispute enforced, one must file an application to this effect 
with a court of general jurisdiction at the location or place 
of residency of a debtor in Russia, or, if no such location or 
place of residency is know, at the location of the debtor’s 
property.

The application seeking to enforce the decision of a foreign 
court will be considered in an open court hearing and the 
debtor will be notified of the date and place of the hearing. 
After the above application has been considered, the court 
will issue a ruling to enforce the decision of a foreign court 
or a ruling refusing to enforce it. 

If there are no grounds in Russian procedural legislation for 
refusing the application / motion filed, the court will issue 
a ruling that the corresponding decision be recognised 
and enforced in Russia. A writ of execution will be issued 
based on the above ruling, and it may be presented for 
enforcement within three (3) years after the decision has 
come into legal force.
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• Dispute resolution and mediation

• Bankruptcy

• Intellectual property and trademarks

• Customs law and foreign trade regulation

• Criminal law defence of business

• Employment and migration law

• Legal protection of data

• Professional translation

• Family and inheritance law

Pepeliaev Group is a leader in providing comprehensive 
legal services in Russia. Every year Legal 500 and Chambers 
and Partners name the firm as the best in the category 
of taxation. International ratings agencies, including 
Chambers, The Legal 500, PLC Which Lawyer, IFLR, World 
Tax, Pravo.Ru – 300, Expert Ranking Agency and others, 
recommend the firm’s real estate and construction, 
corporate, M&A, employment and migration law, dispute 
resolution and mediation, intellectual property and 
trademarks, antimonopoly regulation and bankruptcy 
practices for doing business in Russia.

The assessment of clients and lawyers is that Pepeliaev 
Group has an unrivalled reputation on the legal market 
(Pravo.ru – 300 Rating for 2011, 2012, 2013, 2014 and 2015).

Pepeliaev Group is a member of the international 
association of law firms TerraLex and the global network 
Taxand.

WWW.PGPLAW.RU 

PEPELIAEV GROUP is a leading Russian law firm offering 
the full range of legal services in all regions of Russia, most 
former Soviet countries and abroad. Over 160 lawyers in 
Moscow, St Petersburg, Krasnoyarsk, Yuzhno-Sakhalinsk, 
Vladivostok, Beijing, Shanghai, Guangzhou and Seoul 
provide legal assistance to over 1,500 companies operating 
in various industries, 50% of which are international 
corporations implementing long-term investment projects 
in Russia. 

Our firm has specialised practice groups:

• a Korean Desk with an office in Seoul - to provide legal 
services to Korean companies in Russia and Russian 
investors doing business in Korea;

• a Chinese Desk with offices in Beijing, Shanghai and 
Guangzhou - to provide legal services to Chinese 
companies in Russia and Russian investors dong 
business in China. 

OUR FIRM’S KEY PRACTICE AREAS:

• Legal support for investment projects in Russia.

• Tax law & tax disputes

• Foreign currency regulation and control

• Administrative law defence of business

• Corporate law / Mergers and Acquisitions

• Antimonopoly regulation

• Commercial practice

• Banking and finance practice

• Real estate & construction
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Beijing
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