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SESSION 1

RUSSIA IN INTERNATIONAL COOPERATION IN TAX
SPHERE: MLI DEVELOPMENTS

RECENT CLARIFICATIONS AND FEDERAL TAX SERVICE
POSITION ON:

- Unjustified tax benefit concept
- Beneficial ownership matters

DRAFT LAW ON TAX ABUSE AND OTHER NEWS FROM THE
STATE DUMA

INVESTMENT RELATED TAX EXEMPTION - NEW
LEGISLATIVE INITIATIVE

Business meeting organized by the AEB Taxation Committee, 28 July 2017, MOSCOW
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Tecr Ha ocHOBHYyrO yesib - TOL (PPT)

ﬂaﬂyqeﬁne JIbroTbl 10 COI/Ialll€HHIO He AOJDKHO O6bITh OCHOBHOMH
yesibro cgeyikm

«HezaBncuMo oT J1t06bIX 10/I0XXEHMV Ha/loroBoro Cor/nalleHus, Ha
KOTOpPOE PacripoCTPaHIETCs HacToslas KoHBEHLMS, JIbrora B
COOTBETCTBMY C Ha/loroBbIM COI/iallleHNEM, Ha KOTOPOE
DacripoCTPaHAETCS HAcToAlas KOHBEHLMS, He MPegOCTaB/IIEeTcs B
OTHOLUEGHMUHM BHAa 40X04a NJTH KannuTasia, eciim, rpHHIMas Bo
BHUMAHHNE BCE COOTBETCTBYIOLUNE PAKThbI M OBCTOSATEILCTBA,
BO3MOM(HO OOOCHOBaHHO 3aK/TFOYHTb, YTO MO0JTIyYEHNE TaKoH

JIbroTbl 6b1J10 O4QHOM U3 OCHOBHbIX L{€J/1eH KaKoro-/inbo

COITIALUEHMS MU CAETIKU, KOTODBIE MPAMO M/IH KOCBEHHO MPUBETN K
3TOU JILIOTE, EC/IN TOJILKO HE BbI/I0 YCTAHOB/IEHO, YTO MPEAOCTaB/IEHUE
TAKOW JIbrOThI B 3TUX OBCTOATE/NLCTBAaX By AET COOTBETCTBOBATH LIE/IAM
U 3334aM COOTBETCTBYIOLLMX TOIOKEHMM HAIOrOBOro CorviallieHus], Ha
KOTOPOE PacripoOCTPAHAETCH HACTOALLAA KOHBEHLMA. »

MHorocTopoHHsis KoHBEHLMA noanucaHa: roToBMMCH K CKOpoMmy uaMmeHeHuo OVOH UioHb 2017
PWC 6



YnpoweHHoe orparnnyenne sbror - YOJ1 (SLOB)
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VCTaHOB/IEHHBIV MEPEYEHD /ML, TPUIHABAEMbIX <KBAJTMQULIMPOBAHHBIMUY fJ15
[IPUMEHEHMS JIbIOT 10 COITIALLIEHMIO

BocniosnbzoBarbcsa s1ibroramu no GULH
MoOryr:

1.
2.

/

Quzmyeckoe Lo

lrocyAapcrBo (/i rosiMTMYECKoE
104pa3feieHNE, opraH B/1actu...)

KomMriaHns, OCHOBHOM K/1aCC aKkumt
KOTOPOM TOPryeTcs Ha rpu3HaHHOM
oupke

Cor/1acoBaHHas HEKOMMEDYECKAA
opraHvzayms

Jlnyo, AercTByroLee B LIESX
[IPEAOCTABIIEHNS [IEHCUOHHBIX 10COOMI

Jlnyo, npuHagrexawee 1)-5) B reveHue
183 u3z 365 gHevi

JINLIOM B/IaferoT IKBUBA/IEHTHbIE
beHepuunapb!

lIpumeHeHne Jibror BO3MOIKHO
«aKTUBHbIM BM3HECOM> (B C/TyYae,
ec/in Joxoq C HUM CBSI3aH)

K akTtuBHOMYy 6M3HECY HE OTHOCSTCA:
o XO/1qMHIr

- KopriopatvBHbIN aAMUHUCTDATUBHBIV
LIEHTD

» QUHAaHCOBBIN LIEHTP IPYIIIbl (BKIOYAS
K3LL-ITYJTUHT)

« VIHBECTULIMOHHBIM BU3HEC (3a
UCKITIOHEHUEM TPOGDECCUOHASTbHbBIX
YYACTHUKOB PbIHKE)

MHorocTopoHHsis KoHBEHLMA noanucaHa: roToBMMCH K CKOpoMmy uaMmeHeHuo OVOH UioHb 2017

PwC
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AanBugeHgsl

 [paBWo He OTMEHUT AEUCTBYIOLWNE
orpaHuyeHuns (gonsa ydactusa / cymma
NHBECTULMA U T.[.)

Pe3npeHT
- BBOAMTCSH HOBOE OrpaHNYeEHNE — A

BbIMO/IHEHME YCNIOBUI BAAEHUS MO - .
AV[H B TeueHne yCTaHOB/IEHHOrO > [X]% 5
cpoka - 365 AHel, npeawwecTBYOLLMX > [X] Tbic. [X] |
JaTe BbInaThl > Cpok
BnageHus |

365 aHen

Mpu pacyeTe He YyYMTbIBAlOTCH PesnaeHT

NU3MEHEHUS B CTPYKTYype
COBCTBEHHOCTH, NPSMO
CBSI3aHHbIE C peopraHu3aumen

OpraHu3aLuu, BbinslaynBatowen nnm JIbrotsel rio Haszory
NOJyYaloLLEN ANBUAEHDI Y UCTOYHUKE
MHorocTopoHHsis KoHBEHLMA noanucaHa: roToBMMCH K CKOpoMmy uaMmeHeHuo OVOH UioHb 2017

PWC 8



«Bbixog» n3 property-rich kcomnannm

« HanoroobnoxeHue no mMecty
HaxoXAeHUs1 HeABUXXMMOCTU —
pacnpocTtpaHeHue Ha ece ANAH

«  «TecT» Ha A0/ HEABMXUMOCTU B
aKTUBAX NPOJaBaEMON KOMMaHuu
HeobxoaMMo AenaTb B Ntobon 13
365 AHewn, NpealecTBYOWNX CAENKE

c PacnpoctpaHeHue npasun
«KOCBEHHOMW peanusaunm» Ha

NpoAaXx<y Aoneun B
NapTHEpPCTBaXx, TpacTax u
MHbIX BUAAX Y4acTus,
aHaNOrMYHbIX aKLMAM

MHorocTopoHHsis KoHBEHLMA noanucaHa: roToBMMCH K CKOpoMmy uaMmeHeHuo OVOH

PwC
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Havsior y uctovyHuka B
cTpaHe b

Pe3npeHT
A

> [X]% B nro6oun
neHb U3 365 aHen
[0 cAeNnKu

O

HeaBm>xXnMocCTb B
CTpaHe b

Wionb 2017
9
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TMonoxxernss KoHBeHUNH O MOCTOSIHHbIX
npegcraBnUTe/IbCTBax

» [ledaTenbHOCTb Yepes areHTa — «3aBUCUMbIN areHT»

« «[loaroToBUTENbHAsA M BCMOMOraTenbHas» AeaTeNbHOCTb, HE NPUBOASLLAS K
obpazosaHuio M1

« [N Ha cTponnnowaake — NonoXKeHNe 0 pasieNeHnn KOHTPaKToOB

* [loCTOSIHHbIE NPeACTaBUTENIbCTBA B TPETbUX KOPUCOANKLNAX

MHorocTopoHHsis KoHBEHLMA noanucaHa: roToBMMCH K CKOpoMmy uaMmeHeHuo OVOH UioHb 2017
PwC 10
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Pexomerpgarmm O3ICP rio MAP (fevicteue 14 [liaHa BEPS)

MHoroc TO,DOHHMI/? UHCTPYMEHT - BO3MOXXHOCTbH [TIOMEHATH BCE HE
COOTBETCTBYROLUNE <MUHUMA/IBHOMY CTaHAapTy» rO0J/I0XKEHA EANHOBPEMEHHO

B Hacroswmnif MOMEHT

lIpegcroswme N3MeHeHNsT

B MuHbmH Poccumn moryT obpaluatbCsl Hanorosble
pe3naeHTbl Poccuinckon ®epepaunn nnm rpaxaaHe
Poccuinckon degepaumm

HanoronnatenblumMk MOXeT obpallaTbCcs B N1t060M1
KOMMETEHTHbIN OpraH (He TOIbKO MO MPUHLMIMY
HANIOroBOro pe3vnaeHTCTBA)

BO3MOXXHOCTb NPUMEHEHNS B3aMMOCOTr/TaCUTENbHON
npoueaypbl K BONpocaMm TpaHChepTHOro
LileHoobpa3oBaHus

BpeMs ocyLIeCTBIEHNS KOPPEKTMPOBOK MO
BOMPOCaM Hasoroo61I0XXeHNs OrpaHNUYNBAETCS
HaLUMOHANbHLIMW HOPMaMK

BeccpoyHbIi XapakTep peanu3aummn pelleHns no
npoueaype unn MHhopMUpoBaHUE NMapTHEpa O
NPUEMSIEMbIX CPOKaXx

YcTaHOBNEHME BPEMEHHOIO IMMUTA B OTHOLLEHWUN
CPOKa B3aMMOCOr1aCUTeNbHOM

OTcyTcTBME apbuTtpaxa B poccuiickmx AUAH.
YcnoBure 0 BO3MOXHOCTW BKJIKOUEHWNS MOMOXEHWUNA,
€CNN Takne HopMbl ByayT BK/THOYEHBI B COrlalleHne
C TpeTben cTpaHon (HuaepnaHal, LBenuapus)

)

MHorocTopoHHsis KoHBEHLMA noanucaHa: roToBMMCH K CKOpoMmy uaMmeHeHuo OVOH

PwC

Wionb 2017
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BENEFICIAL OWNERSHIP:
GUIDANCE FROM FEDERAL

TAX SERVICE

Victor Kalgin
EY
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Round table on beneficial ownership

GEJIEPATIbHAA | 8 Juc]l
HMUFOBAH [:J.IYH{EA Mowuck no caiTy a

@ HanoroBnokeHme B PO v e WHble dyHKLMNM OHC v o O ®HC Poccum Q KOHTaKTbl M 06pallieHns

[maeHan cTpanuuya | Hoeoctu | JeAtensHocTe @HC Pocouu PacneyaTaTs 81

@®HC Poccuu coBMecTHo ¢ MeXXAYHapOAHbIM IOPUAHYECKUM
coobuwecTBoM o06CyaMNa NpaKTUKY NPUMEHEHHUA KOHLLeNLHUK
thaKTMYecKoro npaBa Ha JOX0A

Dara nyGnukauum: 19.05.2017 11:43

OpraHn30BaHHbIil GefepansHoi HanoroBoi CryxBoR KpYIMbIA CTON Ha TeMy «PasBUTHE KoHUENUWY (aKTMYECKOro Npasa Ha 4oxod. MexayHapoaHas
NpakTMEa W nogxodel ®HC PoccHM» COCTOANCA B PAMKAX exerodHoro Metepbyprekor MexayHapoaHoro Kopuauyeckoro @opyMa. Mogepatopom
Kpyrmoro cTona BeICTYNKUN 3aMecTUTENE PYKOBOAMTENR @HC Poccui Cepreil ApakenoE.
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Letter of Federal Tax Service

MHH®HH POCCHH

QEJAEPAJILHASNA
HAJIOTOBAS CJIYXKBA
(PHC Poccnn)

FAMECTUTEJL PYKOBOJUTEJA
Herammmax, 23, Mocxua, 127381
Teaschon: 913-00-09; Teachaxc: 913-00-05;
www.nalog.re

17052017 N CA-4-7/9270@

Ha Ne

O nNpAKTHKE PACCMOTPEHHMR  CIOpOB 1O
BONPOCY  HEMPABOMEPHOrO  NPHMCHEHUA
HATONOBBIMH ArCHTAMM JIBIOTHMX yCa0BHil
HANOOCOAOKEHHS TIPH BIHMAHHN HAIOMD Ha
npubsits  ©  AOXOR08  MHOCTPAHHBIX
OpranmsaumMi

Vupasnenns @HC Pocenn
no cyosexram Poccuiickoi Dezepaliny

Mexpersonanshbie HOHC Poccuy no
KpyMHEH UM HATOrOMIaTe/ IbIHKaM

MexperHoHaIbHbIe HHCIICKIUHH GHC
Poccui 110 (esiepaibHbiM OKPYTaM

YrnpasieHne KOHTPOIA HAIOrOBBIX
opratos ®HC Poccun
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Guidance

« Broad interpretation of the rules:

 All types of income (not only dividends, interest and
royalties)

« Multiple purpose anti-avoidance concept

« The income recipient is not its beneficial owner =>
domestic withholding tax rates apply

» Court cases examples
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What is next?

Gap between the FTS’ position and court practice

No exhaustive list of criteria

No distinction between
 intra-group and external transactions
« different situations (e.g. joint ventures, financial transactions)

-

« We can expect more disputes



THE POSITION OF THE FEDERAL
TAX SERVICE REGARDING AN
UNJUSTIFIED TAX ADVANTAGE

Natalia Fayzrakhmanova
Pepeliaev Group
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Current situation: extremes are always bad

Mos xara ¢ kpaio

*The scapegoat bearing the *It's none of my business
sins of all the people
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The compromise - Letter No. ED-5-9/547@ of the Russian Federal Tax Service

dated 23 March 2017

no

The goods (works, services)
were supplied in fact

yes

Intent

yes

‘Controlled status’

taxes through a chain of transactions
were paid to the state budget = no
unjustified tax advantage (the
'Sportcarcenter case')

no

no

The Federal Tax Service’s position:
Failing to exercise due care = obtaining an
unjustified tax advantage

BUT: the actual beneficiary should bear the
tax burden

How it should be:: Failing to exercise due
care = special penalty

\ s

Due care

yes

 nature

Standard checking
~ procedures

' Landmarks of an individual _<

‘Traces’ of cooperation

The reason and pretext for
entering into an agreement
with this particular
counterparty

Its reputation on the market
and whether it has a website

~

J

Checking the fact of
registration

Checking the resources to
perform the obligation (from
25 July 2017 it can be done
at website: nalog.ru)

\

J
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What to do and what to think of ...

Inside the e Improve procedures
Company e Motivate business units

Work with e Recovering losses
oolblplisgokz|gi[<58 "  * Representations and warranties




NEW RUSSIAN LEGISLATIVE
INITIATIVES

Mikhail Orlov
KPMG
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New Russian Legislative Initiatives

"We should focus our tax system on the following goal — to work towards the key objective
of stimulating business activity, boosting the economy and investment, and creating
competitive conditions in which our enterprises can develop successfully.”

President Vladimir Putin’s Presidential Address to the Federal Assembly, dated 1 December 2016
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New Russian Legislative Initiatives —
Taxpayer Rights

529775-6 On amendments to Parts One and Two of the Russian Tax Code

Re: Establishing limits for taxpayers in exercising their rights and performing their obligations
The following amendments are ready for a second reading in the Duma:

A taxpayer shall not be allowed to reduce the amount of tax due in the following cases:

> misrepresentation of the taxpayer’s economic activities;

» the primary purpose of a transaction (or operation) was not to pay a tax (or not to pay a tax fully)
and/or to attempt to obtain a tax credit (refund of tax);

> the obligation under the transaction (operation) was performed by a person who was a party to an
agreement with the taxpayer and/or by a person to whom the obligation to consummate the
transaction (operation) was transferred by contract (or by operation of law).

The following facts shall not be treated as an independent basis for treating as unlawful a taxpayer’s
reduction of the tax due:

> inaccurate documents;
> failure of counterparties to pay their taxes;

> the possibility that a transaction could have been structured differently.


http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=529775-6&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=529775-6&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=529775-6&02
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New Legislative Initiatives — Audit Documents

96436-7 On amendments to Articles 82 and 93-1 of the Russian Tax Code
Key Points of the Draft Law:

An authorized government tax official may require audit firms or individual auditors to provide
documents (information) received by them in the course of performing the audit which served as the
basis for calculating and paying (withholding, transfering) of a tax (fee) by the taxpayer (in its capacity
as the payer of collected taxes, as the payer of insurance contributions, as a tax agent).

These documents can be demanded by a tax authority if a taxpayer fails to submit these documents
(information) to such authority:

> pursuant to a resolution of the head (deputy head) of any superior tax authority or of the head
(deputy head) of any federal agency in charge of exercising control and supervision over taxes and
levies in the course of conducting a tax audit;

> as requested by any competent authority of a foreign country in the situations provided for in an
international treaty to which the Russian Federation is a party.


http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=96436-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=96436-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=96436-7&02
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New Legislative Initiatives — VAT, Contributions
to Assets, Zero VAT Rate

204712-7 On amendments to Article 88 and Chapter 21 of the Russian Tax Code

Re: Refund of VAT paid by foreign nationals related to goods acquired in the Russian Federation and
later exported.

128489-7 On amendments to Articles 251 and 271 of the Russian Tax Code
Re: Clarification of the types of income not subject to corporate profits tax.
Key Points of the Draft Law:

The monetary value of property, property rights or non-property rights received as a contribution to the
assets of a business association or partnership shall not be subject to corporate profits tax.

113663-7 On amendments to Articles 164 and 165 of the Russian Tax Code
Re: Improvements to the application of the zero percent VAT rate.
Key Points of the Draft Law:

Taxpayers shall have the right (but not the obligation) to apply the zero percent VAT rate to exports and
to the provision of transportation services.


http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=204712-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=204712-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=204712-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=128489-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=128489-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=128489-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=113663-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=113663-7&02
http://asozd2.duma.gov.ru/main.nsf/(SpravkaNew)?OpenAgent&RN=113663-7&02
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SESSION 2

SUPREME COURT OVERVIEW ON TRANSFER PRICING
MATTERS

VAT PAYABLE BY SEPARATE SUBDIVISIONS OF
FOREIGN LEGAL ENTITIES — NEW DEVELOPMENT

TAXATION OF E-COMMERCE: VAT REGIME ON ESS AND
ONLINE TRADE OF GOODS

COURT PRACTICE OVERVIEW — IMPORTANT CASES

JULY 25 — A DAY OF TAX TRANSPARENCY IN RUSSIA

Business meeting organized by the AEB Taxation Committee, 28 July 2017, MOSCOW



THE SUPREME COURT OVERVIEW
AS AN ILLUSION OF TAXPAYER'S
POSITION STABILITY

(Based on the court practice overview issued by the Supreme
Court Presidium on 16 February 2017)

Maria Semenova
Mazars
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The Supreme Court position: expectations and reality

The lower level courts
adopted decisions
that contradict the

position expressed in
item 14 of the
Overview

The lower level
courts supported
the position
expressed in items
3 and 8 of the
Overview

Item 3 of the Overview

The tax authorities should not challenge the price established by a
taxpayer in cases that are not envisaged by Section 6 of the RF Tax
Code. The deviation of the applied price from the market level does
not itself evidence that the taxpayer received unjustified tax
benefit ( 000 “Zavod Technoflex” case, Decision of the Arbitration Court of
the North-Caucasus District dated 10 May 2017 N FO8-1948/2017).

Item 6 of the Overview

Although the court could take into account any circumstances that
affect the market price, itis not allowed to deviate from the
established transfer pricing rules.

Item 8 of the Overview

In deciding on engagement of an expert, the court should consider
whether it is needed to compensate for the insufficient quality of
the tax audit or it is needed to resolve doubts in credibility or
overcome ambiguity of the presented evidence.

IMPORTANT: the Supreme Court ruling is not a part of Russian legislation on taxes and
levies. Recent practice shows that the lower level courts could ignore the Supreme

Court position.
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When and how independent appraiser could help

Applicability

The appraisal report only counts for cases outlined in Section 6 of
the RF Tax Code (item 7 of the Overview).

Content of the report

The report should enable to make a conclusion on the level of
income/profit under the controlled transactions. The market
price concept applied for valuation purposes is of probable
character and, therefore, it does not always take into account the
possibility to execute a transaction under the corresponding
terms (item 7 of the Overview).

Professional requirements

The expert opinion could be disregarded, if the appraiser does
not meet requirements established by articles 4 and 9 of the Law
on Valuation Activities, e.g. it has no self-regulated association
membership, no professional insurance policy, etc. (item 8 of the
Overview, PAO “Kazan’orgsitnez” case, Decision of the 9th Appeal
Arbitration Court of 29 March 2017 N 09AP-7996/2017).

IMPORTANT: an independent appraisal could be taken into account only in cases
established by the legislation and it should not be the only evidence in the court
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5 practical tips for taxpayers

1.  Pay attention to the content and quality of transfer pricing documentation; view it as a instrument
to protect against creative interpretations and fines.

2.  Elaborate transfer pricing defense strategy for “Russia-to-Russia” transactions with related parties,
monitor the prices, even if they are blow the controlled transaction threshold.

3.  Focus on grabbing essential details that allow to identify a particular controlled transaction in
notifications on controlled transactions.

4.  Consider independent appraisal where required by non-tax laws and for one-off transactions with
related parties, BUT

5. Do not treat the valuation report as an indulgence, pay attention to the report content and
professional level of the appraiser.



VAT PAYABLE BY SEPARATE
SUBDIVISION OF FOREIGN
LEGAL ENTITIES — NEW
DEVELOPMENTS

Tatiana Kirgetova
Gide Loyrette Nouel
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VAT PAYABLE BY SEPARATE SUBDIVISIONS OF
FOREIGN LEGAL ENTITIES — NEW DEVELOPMENT

> Practice: Based on provisions of VAT chapter of the Tax Code of the
RF ("TC RF") as g whole and clarifications of the Ministry of Finance
of the RF (in particular see letter No. 03-07-08/57178 dated
12.11.19):

IF a foreign legal entity (the “FLE") is tax registered in Russia in respect of activity
through a separate subdivision in Russia, but such subdivision is not involved in
conclusion and fulfillment of an agreement (part of the agreement) signed by the FLE,

a PURCHASER (a Russian legal entity or a Russian separate subdivision of a foreign
legal entity) should calculate, withhold and transfer to the Russian budget VAT, as a
tax agent, in respect of VATable transactions under such agreement (part of the
agreement).

> Decision (Onpegesnenne) of the Constitution Court of the RF
No0.2518-0 dated 24.11.16 (the "Decision”).
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VAT PAYABLE BY SEPARATE SUBDIVISIONS OF
FOREIGN LEGAL ENTITIES — NEW DEVELOPMENT

» The following issues should be taken into account related to the
Decision, in particular:

v" whether the Decision in the part in question has an obligatory
force?

v' provisions of the VAT chapter of the TC RF should be
considered as a whole, i.e. provisions of this chapter of the TC
RF should be applicable taking into account all other related
provisions of the chapter, in particular, provisions of Article
174.7 of the TC RF;

v' there is a risk that application of the Definition in the part in
question could lead to: (i) double taxation (i.e. withholding of
VAT by a tax agent and payment of VAT by a separate
subdivision of a foreign legal entity) and/or (ii) certain profit
tax risks.
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VAT PAYABLE BY SEPARATE SUBDIVISIONS OF
FOREIGN LEGAL ENTITIES — NEW DEVELOPMENT

The following steps should be taken:

» application to Ministry of Finance of the RF in resect of this issue (Tax
Committee of AEB submitted a letter to the Ministry of Finance of the
RF on 14.06.2017);

» amendments to certain Articles of the VAT chapter of the TC RF are
required, in particular: Article 161.1, 166.3, 174.4.



TAXATION OF E-COMMERCE

Arseny Seidov
Baker McKenzie
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VAT REGIME ON ESS — KEY DEVELOPMENTS

1) Some statistics

. over 30 guidance letters and expert opinions
. over 116 registered foreign suppliers of e-services

= over RUB 2 bln of VAT paid in Q1 2017

= 92 VAT returns on ESS filed in Q1 2017

2) Trends and controversial aspects

. The FTS considers the possibility to treat Russian banks and carriers as tax agents of foreign e-suppliers

. Software license VAT exemption is effective within the Internet (/infer alia applies to (sub-)license agreements irrespective of who actually supplies

software)
. Russian branches/representative offices of foreign e-suppliers may pay VAT from their bank accounts if INN and KPP are indicated correctly

. Supporting documentation and use of e-signatures
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VAT REGIME ON CROSS-BORDER SALE OF GOODS

1) Draft law - timeline

=  Foreign companies selling goods online to Russian consumers may become subject to Russian VAT in
2018-2019

= The Draft Law may be introduced to the State Duma by the end of July 2017

2) Key features

= Tax agents are (a) foreign and Russian operators of online marketplaces, or, in their absence, (b)
foreign intermediaries

=  New responsibilities: operators of online marketplaces on request of tax inspectorate may be required
to block access of foreign company selling goods to the marketplace or pay 100% of VAT

=  New type of liability: Roskomnadzor may block access to the website of marketplace or taxpayer
upon tax inspectorate’s request

= Russian consumer may apply for VAT refund if he/she pays customs duties on acquired goods
(correlation with customs / EAEU rules)
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OTHER E-COMMERCE DEVELOPMENTS

Businesses

1) Use of e-cash registers
= From July 1, 2017 companies and individual entrepreneurs receiving/paying funds in cash and/or through e-payment instruments for goods

(works, services) sold/provided are required to use new e-registers
= Ease in tax control: data on each transaction executed through e-registers is automatically transferred to servers of the Russian tax authorities
" Whether applicable to non-residents e-suppliers?
" E-registers are not used in payment settlements between online retailer and courier companies or other intermediaries
] Courier services companies or intermediaries collecting payments for online retailer from Russian consumers are responsible for use of e-registers

2) Taxation of cryptocurrencies

" Russian Central Bank to produce draft law on taxation of cryptocurrencies in July-August 2017
= Proposed legal status of cryptocurrencies for tax purposes:
. "other type of property” (Russian Ministry of Finance)

. "digital goods” (Russian Central Bank)



COURT PRACTICE OVERVIEW:
IMPORTANT CASES

Sergey Likhachev
Goltsblat BLP
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Key trends

Fewer litigations

Tax authority wins more frequent

Disputes more sophisticated

Remote attitude of the Russian Supreme Court
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Tax dispute statistics
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Old structures cease to work

« Judgements re beneficial owners (Severstal and MDM Bank
cases)

« Debt push down attacked (Radius-Service case)

» Further developments on transactions with listed securities
(VTB24 case)

« Tax debts collected from new business owners (/nteros case)
and actual heads/owners (Ivkin and Zagursky cases)
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Novel legal positions by the Supreme Court
« Bad faith suppliers (Centrregionugo/ and Energokomplekt
cases)

« Payments to employees upon dismissal (Murmansk Trawler
Fleet, Parllament Production and MCC EuroChem cases)

« Transfer pricing (Stavgasoborudovanie, Akvapark and
Minaevsky BC cases)



Vadim Zaripov

Deputy Chairperson of the AEB
Taxation Committee, Pepeliaev
Group

CLOSING REMARKS
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