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OCHOBHbIe HanpaBrieHusa pa3BUTUA Hanoroson cuctemol Poccum B
2009 rogy, nepcnektuBbl Ha 2010 rop,

Nonpasku kK Yactu 1 Hanorosoro

Kooekca P®




NMonpaBku kK Yactu 1 Hanorosoro kogekca PP

CopepxaHue

* OCHOBHbIe HanpaBneHNa HanoroBoro agMUHNUCTPUPOBAHUSA N HANOroBOro KOHTPONS
» [lonpasku B Hactb 1 Hanorosoro kogekca P®, sctynatowime B cuny B 2010 rogy

» [NlonpaBku B Yactb 1 Hanorosoro kogekca P®, nnaHnpyemble K NPUHATUIO

OCHOBHbIE HanpaBneHus pa3BuTUsA Hanoroson cuctembl Poccum B 2009 roay, nepcnektuBbl Ha 2010 rog,
3 nekabps 2009



NMonpaBku kK Yactu 1 Hanorosoro kogekca PP

OCHOBHbIe HanpasJieHnda Hanoroporo agaMMHUCTPUpPOBaHUA U
HaJ1oroBoro KOHTposns

* bBropgxetHoe nocnaHue lNMpe3umpgeHta PO o 6rogxeTHon nonutuke B 2010 — 2012 ropax

» Heobxogumo coBepLlleHCTBOBaTb npouenypbl HArorosoro agMMHNCTpUpoBaHnA, BeaeHNA U npeaoctaBrieHnd HanorosBow
OTYETHOCTU

» Heobxooumo onTMMM3NPOBAaTb YNCIO Bble3aHbIX HANOroBbIX MPOBEPOK U MAKCMMU3NPOBaTb Pe3yrbTaTUBHOCTb
KamMepanbHOro n3y4eHnst (MHaHCOBOrO COCTOSIHUS HanoronnaTenbLnKoB

* OcHoOBHble HanpaBneHua Hanorosoun nonuTukn P® Ha 2010 roa n Ha nnaHoBbIM nepuog 2011 n 2012 ropos

lMnaHupyemMbie K NpUHIMUuUK Mepbl 8 ob1acmu Ha/10208020 aOMUHUCMPUPOB8AHUSI:

> COBepLIJeHCTBOBaHVIe nopAaKa y4eTta B HaJ10roBblX opraHax OpFaHI/I3aL|,I/IIZ 7 Cbl/l3|/|‘-IeCKVIX Jiny

> OnTumMM3auns B3aMMOOENCTBUSA MeXay HanoroBbIMU OpraHammn 1 opraHnsaumsiMmn, KoTopble 06s3aHbl NpeaoCcTaBNsaTb
CBeJEHNs1, CBA3aHHbIE C HANOroBbIM aAMUHUCTPUPOBAHMEM

OCHOBHbIE HanpaBneHus pa3BuTUsA Hanoroson cuctembl Poccum B 2009 roay, nepcnektuBbl Ha 2010 rog,
3 nekabps 2009 4



NMonpaBku kK Yactu 1 Hanorosoro kogekca PP

UameHeHna B Yactb 1 HanoroBoro kogekca P®, sctynawowume
B cuny B 2010 roay

1. [lpu BbiIABNeHUM oOWMOOK, KOTOpble MPUBENU K WU3NULUHENA ynnaTte Hanora, HanoronnartenblyyMK nofy4yaeT npasBo
nepecyuTaTtb HanoroBylo 6a3y B nepuoae BbiSIBIIeHMA AaHHbIX owmnbok (a63.3 n.1 c1.54 HK P®D)

2. HauucnsawTcA NnpoueHTbl 3a KaXAblW KaneHAapHbIM AeHb HapyLWeHUs HaNnoroBbIM OpPraHOM CpOKa OTMEeHbl peLueHUusi o
NPMOCTAHOBIIEHUM onepauun No cyeTam Hanoronnartenblmka B 6aHke. lNpoueHTHaA cTaBKka NMPUHMMaETCA pPaBHOM
cTtaBke pedmHaHcupoBaHusa LIb P®, nencrtBoBaBllen B AHN HapyLUeHUS HANOroBbLIM OpraHOM Cpoka OTMEeHbl peLueHus
O NPMOCTaAHOBIIEHUM onepauun No cyeTam Hanoronnarenbwmka B 6aHke (n.9.2 c1.76 HK P®)

OCHOBHbIE HanpaBneHus pa3BuTUsA Hanoroson cuctembl Poccum B 2009 roay, nepcnektuBbl Ha 2010 rog,
3 nekabps 2009 5



NMonpaBku kK Yactu 1 Hanorosoro kogekca PP

NonpaBku B Yactb 1 Hanorosoro kogekca P®, nnaHnpyemble

K NPUHATUIO

Mo3nTuBHbIE

Hanoronnatenblyuk nony4yut npaBo, a
HanoroBble oOpraHbl 6yayT o006s3aHbl
NpPoBOAUTL CBEPKU pacyeToB MO Harmoram,
neHasM wu wrtpacham nNo  3asABNEHUIO
HanoronnarenbLUuKa

ApecT wuMywecTBa HanoronnartenblUuKa
Ana  obecneyeHMsi B3bICKaHUA Hanora,
neHen n wrpadoB MOXKET ObITb NMPUMEHEH
TONbLKO NPM  HEAOCTAaTOYHOCTM  UNU
OTCYTCTBUM [EHEXHbIX CPeACTB Ha cyeTax
HanoronnartenbliuKa UM MPU OTCYTCTBUM
MHdOpMaLumM 0 ero cyetax

HeraTtusHble

B cnyyae npegocTtaBneHus HanoronmarenbwyMKOM YTOYHEHHOW HarloroBow
AeKrnapauum B paMKax COOTBETCTBYHOLIEM Bble3gHOW HanoroBou NpoBepKu
OyaeT npoBepseTcs nepuod, 3a KOTOpbIW _MpeAcTaBleHa YTOYHeHHas

HanoroBas geknapauusa

Cpok Ha moaayy HanoroBbiM OpPraHOM 3asiBieHUsi B CyA, O B3bICKaHUMU
3af0/DKEHHOCTM MO Hamoram M cbopamM 3a cyeT [OeHeXHbIX CcpeacTB
HanoronnarenbliMka B 6aHKe Unu 3a cHeT MMyLLeCcTBa HarnoronnarenbLyKa
O6yaeT yBenu4eH c 6 0o 12 mecsaues

Tpe6oBaHue 06 ynnaTe Harora MoxeT 6bITb NepeaHo PYKOBOAMUTENIO
(npeacTaBuTento) opraHusauMm unu  GU3NYECKOMy nuUy JMYHO noA
pacnucky WJIW HanpaBneHo No nouyte 3aKkasHbIM NUCbLMOM W _cuuTaercs
NOMNy4YeHHbIM MO MCTEYEHUWU LIECTU AHEN C AaTbl HanpaBReHUsi 3aKa3HOro
nucbma

OCHOBHbIE HanpaBneHus pa3BuTUsA Hanoroson cuctembl Poccum B 2009 roay, nepcnektuBbl Ha 2010 rog,

3 nekabps 2009

KommeHTapui

CHuXeHue pucka BO3HUKHOBEHMUA
OWMBGOK B HanoroBom ydyeTte U
cBoeBpeMeHHOe UX BblisiBlieHue

HeB0O3MOXHOCTbL HanoXeHus
apecTta Ha MMYLLECTBO
HanoronnarenbliMKa NPU HanuMyum
Yy Hero peHeXHbIX CpeAcTB Ha
cuety

dakTu4yeckm, 3To O3Havaert
NOBTOPHYIO NMPOBEpPKY nepuoaa, 3a
KOTOPbIN MNoAaeTcss YTOYHEHHas
neknapaums

HanoroBble OpraHbl nony4yaroT
AOMNOoJIHUuTesribHoe Bpems Aans
noAroToBku 3asiBrieHUA B cyq

PaHee paHHass Hopma TpeGoBana
noaTBepXaeHUss pakTbl WM AaTtbl
nony4veHus TpeboBaHus 06 ynnarte
Hanora



NMonpaBku kK Yactu 1 Hanorosoro kogekca PP

NonpaBku B Yactb 1 Hanorosoro kogekca P®, nnaHnpyemble
K MPUHATUIO

MNMoBbiweHue WTpadHbIX CaHKLMX 32 COBEpPLUEeHNEe HarloroBoro npaBoHapyLieHus

LiTpadphble cankuuy

5% OT HeynnayeHHOW CyMMbl Harfora, HO He
6onee 20 NpouUEHTOB yKa3aHHOW CyMMbl U He
meHee 1000 pybnen.

HenpeacrasneHne B yCTaHOBIEHHbIN CPOK HAroroBom Ageknapaumm

5 000 pyonen
HenpaBomepHoe HecooblweHne (HecBOeBpeMeHHoe coobleHne) nuuom 3a Te xe AesHWUS, COBEepLUEHHble MOBTOPHO —
CBEAEHUN, KOTOPbIE 3TO NULO AOJHKHO COOOLLMTL HANOroBOMY OpraHy 20 000 py6nen

10 000 pyGnen

3a Te Xe [OesiHUdA, COBepLUEHHble B TeYyeHue
B6onee 4yem ogHoro nepmoaa — 20 000 pyonen
3a Te xe [pesdHus, ecnum OHM NOBMEeKnu
3aHWxeHne Hanoroson 6a3bl — 20% OT CyMMbI
HeynnavyeHHoro goxoaa

"py6oe HapylleHne opraHusalmen npasun y4eta AOX040B U (UNK) pacxonoB U
(M) 0BbEKTOB HANOroobnoOXeHUs, ecnu 3T OesAHUS COBEpLUEHbl B TeYeHue
O[HOro Hanorosoro rnepuoaa

HenpeacrasneHne B yCTaHOBIIEHHbLIN CPOK B HaroroBble opraHbl AOKyMeHTOB 200 py6nen
WIIN MHbIX CBEAEHNN

OCHOBHbIE HanpaBneHus pa3BuTUsA Hanoroson cuctembl Poccum B 2009 roay, nepcnektuBbl Ha 2010 rog,
3 nekabps 2009 7



NMonpaBku kK Yactu 1 Hanorosoro kogekca PP

NonpaBku B Yactb 1 Hanorosoro kogekca P®, nnaHnpyemble
K MPUHATUIO

«TexHn4yeckmne» nameHeHus B Yactb 1 Hanorosoro kogekca P®:

1) Bo3MoXHOCTb HanpasJieHNA 1 nony4vyeHuna VIH(*)OpMaLI,I/IVI B 3JIEKTPOHHOM BUAe, HanpunMmep.

»TpeboBaHne 0 npencTaBnNeHUM AOKYMEHTOB MOXET ObiTb BPYYEHO HanoronnaTenbLiuKy fWYHO, HanpaBfieHO MO MnoyTe
3aKa3HbIM MMUCbMOM UK NepPeaaHo No TENTEKOMMYHUKALMOHHBIM KaHanam CBs3u
MU3meHeHnsa B Yactb 1 Hanorosoro kogekca P®, yToUyHsAlOLWME CPOKMU:

1) B cnyyae HanpaBneHUss JOKYMEHTOB MO MoYTe OEeWCTBYEeT MpaBumio - «cYumaemcsi rnosly4eHHbIM Ha wecmol OeHb ¢
dambl HanpaeJsieHuUs1», Hanpumep:

» B OTHOLUEHUN peweHna o npuerevYyeHnn K OTBEeTCTBEHHOCTUN 3a COBEpPLUEHMNE HalloroBoro rpaBoHapyLleHnda U pelleHna B
oTkase 06 oTkase B npmerie4eHNN K OTBETCTBEHHOCTW 3a COBEPLUEHNE HANIOroBoro rnpaBoHapyLleHns

» B OTHOLLUEHUN pelweHna pykoBoamnTenAa HanoroBoro opraHa o npuHATUN obecnevnTernbHbIX mMep

OCHOBHbIE HanpaBneHus pa3BuTUsA Hanoroson cuctembl Poccum B 2009 roay, nepcnektuBbl Ha 2010 rog,

3 nekabps 2009



NMonpaBku kK Yactu 1 Hanorosoro kogekca PP

NonpaBku B Yactb 1 Hanorosoro kogekca P®, nnaHnpyemble
K MPUHATUIO

anI3HaHVIe HeaJOUMKU U 3aJ0JTKeHHOCTU NOo NeHAM U mTpaQ)aM 6e3HafeXHbIMM K B3bICKaHNIO U UX CUCaHne

Cnyyau npmnsHaHusa HegonMkM 6e3HageXXHOM KO B3bICKAHUIO:

»  JlukBngauma opraHmsaumm
»  [lpusHaHue 6aHKPOTOM MHAMBUAOYaNbLHOrO NpeanpuHuMaTens
»  CwmepTb omamyeckoro nuua

> NcteueHne YCTaHOBJIEHHOIO CpOKa Ha B3bICKaHME HEJOUMKA

k%

3akoHamu cybbekmogs P® u HopmamueHbIMU [paso8bIMU akmamu rpedcmasumersibHbIX 0p2aHo8 MyHuuunasabHbIX
obpasosaHuli mMo2ym O6bimb ycmaHoesieHbl O0MoSIHUMesibHble OCHO8aHUSI rpu3HaHusi 6e3HadexXHbIMU KO 83bICKaHUK
HeOOUMKU MO pe2uoHaslbHbIM U MECMHbIM Hano2aM U 3a00/MKEeHHOCMU 10 MeHSIM U wmpagam rno 3mum Haroaam.

OCHOBHbIE HanpaBneHus pa3BuTUsA Hanoroson cuctembl Poccum B 2009 roay, nepcnektuBbl Ha 2010 rog,
3 nekabps 2009 9
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Ten.: (495) 937-44-77

E-mail: SFedorova@kpmg.ru
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Criminal Liability for Tax Fraud: Changing Rules

Personal Income Tax Evasion
(Article 198 Criminal Code)

* Major Tax Evasion

* Over RUR 500,000 (previously, over RUR 100,000) for three consecutive financial years, if
the unpaid taxes exceed 10% of the taxes due; or

« Over RUR 1,500,000 ( previously RUR 300,000).

« Large-Scale Tax Evasion

 Over RUR 2,500,000 (previously, over RUR 500,000) for three consecutive financial years,
if the unpaid taxes exceed 20% of the taxes due; or

 Over RUR 7,500,000 (previously, over RUR 1.500.000).

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 12



Criminal Liability for Tax Fraud: Changing Rules

Corporate Income Tax Evasion
(Articles 199 and 199.1 Criminal Code)

* Major Tax Evasion

 Over RUR 1,000,000 (previously, over RUR 500,000) for three consecutive financial years,
if the unpaid taxes exceed 10% of the taxes due; or

 Over RUR 4,500,000 (previously, over RUR 1,500,000).

« Large-Scale Tax Evasion

 Over RUR 7,500,000 (previously, over RUR 2.500.000) for three consecutive financial
years, if the unpaid taxes exceed 20% of the taxes due; or

* Over RUR 20,000,000 (previously, over RUR 7.500.000).

 The Same Rules Apply to Tax Agents

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 13



Criminal Liability for Tax Fraud: Changing Rules

Exemption from Criminal Liability
(Art. 198, 199 and 199.1 Criminal Code, Art. 28.1 Code of Criminal Procedure)

* Grounds for Exemption from Criminal Liability

* An individual, entity or tax agent are prosecuted in connection with personal or corporate
income tax evasion or in connection for a failure to act as a tax agent, as applicable, for the
first time;

« taxes, penalty interest and fines have been paid before pre-trial investigation is
completed.

« Compensation for Damages to State Budget Caused by Taxpayer

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 14



Criminal Liability for Tax Fraud: Changing Rules

Information exchange between Tax Authority and
Department for Internal Affairs

« Tax authorities send (tax case) materials to the internal affairs department,

» In the event the taxpayer has not paid tax arrears, penalty interest and fines in full within
two months from the expiry of the date specified in the tax payment notice;

« Within 10 days from the time when this fact was discovered (Article 32.3, 108.3.1 of the
Russian Tax Code).
 Internal affairs departments send case materials to the tax authority,

* In the event circumstances have been identified requiring action by tax authority (Article
36.2 of the Russian Tax Code, Article 10.34 of the Law on Police)

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 15



Criminal Liability for Tax Fraud: Changing Rules
Prospects for the second reading of the draft law

+ Raising of tax evasion limits

« “Compensation for damages” principle

« Content of the tax payment notice

« Tax audit conducted by Internal Affairs Departments

 Procedure in the event a taxpayer succeeds in a tax dispute against tax
authorities

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 16



Contacts

Anna Lessova, LL.M.
Tel.: (495) 737-5000
Direct: (495) 737-5114
e-mail: alessova@dl.com

Dewey & LeBoeuf
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Development of the Russian tax system in 2009;
prospects for 2010

VAT & the state budget

« Practical implementation of 2009 VAT legislation amendments

« VAT amendments in 2010




Development of the Russian tax system in 2009

VAT & the state budget

VAT accounts for 21% of total tax and customs income of the Russian consolidated
budget (for the period between January and September 2009)

Customs duties and Corporate
pay ments income tax

Excise duties 21% 13%
20, ; VAT
21%

Taxes on natural
resources
9%

UST
8%

Taxes on cumulative

income Property tax PIT
2% 6% 17%

source: www.roskazna.ru
Development of the Russian Tax System in 2009, Prospects for 2010

3rd December 2009 20



Development of the Russian tax system in 2009

VAT & the state budget

« VAT is a stable source of revenue for the state budget (January - September 2009)

bin RR
2,900
2 400 @ 2009 m 2008
2,015
1,900 1,627
1,506
1,400 -
057 826 890
900 - < 617 801 R
'\I 1
R R
400 | [® N -
9 +
-100 ‘ ‘ ‘
Corporate VAT total Customs VAT VAT on Customs duties
Profits Tax domestic sales and payments

source: www.roskazna.ru
Development of the Russian Tax System in 2009, Prospects for 2010
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Development of the Russian tax system in 2009
Practical implementation of 2009 VAT
legislation amendments

VAT on advances paid to suppliers:
« 1 January 2009: introduction of the right for VAT recovery;
* Requirements for VAT recovery:
« VAT invoices on advance payments;
« Supply contracts containing an advance payments provision;

« Payment documents.

« Some taxpayers did not apply the new provisions in practice in 2009.

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 22



Development of the Russian tax system in 2009

Practical implementation of 2009 VAT
legislation amendments

VAT on sum differences

RUB/USD exchange rate

38

EE | ///\\\
30 - \’/'/.\\'\’/.

28 ‘
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Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 23



Development of the Russian tax system in 2009

Practical implementation of 2009 VAT
legislation amendments

VAT on sum differences
* Output VAT implications;
* Input VAT implications;

» February 2009: Resolution of the Higher Arbitration Court supporting the right to
reduce the VAT tax base on the amount of negative sum differences;

* August 2009: Letter of the Tax Service.

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 24



Prospects for 2010

VAT amendments 2010: simplification of
VAT refund procedure

« 1 January 2007: introduction of single VAT return for domestic and export sales;

« 1 January 2009: introduction of procedure for partial confirmation of VAT due from
the Budget under the desk tax audits of VAT returns.

* 1 January 2010: the introduction of a simplified procedure for VAT refunds?

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 25



Prospects for 2010

VAT amendments 2010: simplification of
VAT refund procedure

Proposed method of VAT refunds:

Submitting an application for a VAT refund/offset simultaneously with submitting a
respective VAT return;

Obtaining the VAT refund/offset within twelve days;

To apply for a VAT refund, the taxpayer should obtain and submit to the tax authorities
a bank guarantee;

Taxpayers meeting certain criteria may apply for a VAT refund without submitting a
bank guarantee.

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 26



Prospects for 2010
VAT amendments 2010: other changes

Adopted amendments to VAT legislation

« Regulation of operations with derivatives
« VAT exemption for municipal services in block apartment houses

VAT amendments under consideration:
 Indirect tax agreement with Kazakhstan;

« Simplified VAT refund/offset procedure;
» Electronic VAT invoices.

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 27



Contacts

VlIadimir Konstantinov
Partner

Tel.: (495) 967-6236
e-mail:

PricewaterhouseCoopers

Development of the Russian Tax System in 2009, Prospects for 2010 ’ %’ EW T RH T .
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Amendments to profit tax: in 2009 and 2010

What can we expect in the next year?

Amendments of 2009: Temporary improvements of the taxpayer
position — will they continue to be in effect in 20107

Amendments of 2010: Amendments introduced by Law No. 281-FZ
dated 25 November 2009 — will they improve the life of a taxpayer?

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 30



Amendments to profit tax: in 2009 and 2010

Temporary rules improving the taxpayer position in 2009

Amendments to paragraph 4, clause 1, article 269 of the Russian Tax Code
(introduced by Law No. 202-FZ dated 19 July 2009)

A temporary increase in the threshold amount of interest on debt obligations for the
periods:

v From 01 September 2008 to 31 July 2009
v From 01 August 2009 to 31 December 2009

Will this procedure for accounting for the threshold
interest amount apply in 2010?

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 31



Amendments to profit tax: in 2009 and 2010

Amendments of 2010
Surpluses identified during stock-taking or at the liquidation of a

fixed asset

Recognising expenses upon the sale of the surpluses identified during stock-
taking or at the liquidation of a fixed asset (paragraph 2, clause 2, article 254
and sub-clause 2, clause 1, article 268 of the Russian Tax Code)

Before 2010: the taxpayer was allowed to deduct only the profit tax paid.

As of 2010: the taxpayer may deduct the full value at which these surpluses were
booked on accounts when they were identified.

A disputable matter: |s it possible to apply this rule to
expenses incurred before 1 January 20107

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 32



Amendments to profit tax: in 2009 and 2010

Amendments of 2010
Depreciation of capital investments made by the lessee

The procedure for depreciating capital investments to leased property
(paragraphs 6 and 9, clause 1, article 258 of the Russian Tax Code)

The depreciation may be calculated:
v" in the manner stipulated earlier, or

v on the basis of the useful life determined for capital investments in said facilities in
accordance with the classification of the fixed assets, as approved by the RF
Government.

A disputable matter: Is it possible to deduct expenses
during the lease term in full?

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 33



Amendments to profit tax: in 2009 and 2010

Anticipated amendments in 2010
Infrastructure expenses under investment projects

Anticipated amendments to the procedure for accounting for infrastructure
expenses:

Possibility to deduct infrastructure expenses incurred in 2007-2009.

Establishment of a statutory procedure for accounting for infrastructure expenses
as of 2010.

v What is the status of the draft law submitted to the RF Government?

v What is the likelihood that the amendments may be enacted in 2010 if the draft
law is approved?

Development of the Russian Tax System in 2009, Prospects for 2010

3rd December 2009 34



Contacts PEPELIAEV, GOLTSBLAT & PARTNERS

Maria Izvolskaya
Senior Lawyer

Tel.: (495) 967-00-07
e-mail:

Pepeliaev, Goltsblat & Partners

www.pgplaw.ru

Development of the Russian Tax System in 2009, Prospects for 2010
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Replacing UST by social contributions in 2010

Main changes

e Contributions instead of tax
(Federal Laws Ne 212-FZ

Pension Fund

and Ne 213-FZ dated 24/07/2009) AIC
contributions

» Fixed rate for contributions HEEEE

instead of regressive tax rate Social Insurance

Fund
» Capped base Social
_ _ contributions

 Obligatory Accident Insurance ( Ne 212 FZ) o

coverage — the rules remain the same o

Insurance Fund

Local
Obligatory
Medical
Insurance Fund

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009




Replacing UST by social contributions in 2010

Main ideas

* The transition from tax payments to insurance contributions
* Pumping up the budget

* Preventing misuse of tax benefits

Those who use the Simplified Taxation System will make insurance payments at the rate of 34% beginning in 2011
“Your father’s son” — the parent can be liable for non-payment of insurance contributions of the subsidiary

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 39



Replacing UST by social contributions in 2010

Main changes

 Administrative functions transferred to the Pension Fund and the Social Insurance
Fund

« Link between social contributions and profit tax deductibility has been removed

Foreign nationals temporary staying in Russia — no social contributions due (on the
basis of the law as enacted at present — Pp. 15 P.1 Art. 9 of Federal Law Ne 212-F2Z)

Development of the Russian Tax System in 2009, Prospects for 2010

3rd December 2009 40



Replacing UST by social contributions in 2010

Main changes

Annual income exceeding RUB 415'000 — not subject to contributions

This cap may be adjusted by the Government on annual basis

Total contributions rate — 34%

2010-2014 — transition period with reduced rates

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 41



Replacing UST by social contributions in 2010

Company burden in 2010

* General Taxation System

* Summary burden — 26%

« Cap - RUB 415000

« Maximum contributions payable — RUB 107°900

» Payable in addition — Obligatory Accident Insurance
contributions (0,2% - 8,5%)

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009

Local

Obligatory
Medical
Insurance Fund

2%

Federal
Obligatory
Medical
Insurance Fund

1,1%

Social
Insurance Fund

2,9%
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Replacing UST by social contributions in 2010

Company burden starting 2011

* General Taxation System

Local Federal

Obligatory Obligatory « Summary burden — 34 %
Medical Medical
Insurance Fund Insurance Fund
3% 2,1% « Cap — RUB 415000 (unless changed by the
o Government)
Insurance Fund
sk « Maximum contributions payable — RUB 141’100

« Payable in addition — Obligatory Accident
Insurance contributions (0,2% - 8,5%)
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New in Taxation of Derivatives and Other
Financial Instruments

Content

 Profits tax
« Securities transactions (Art. 280 of the Tax Code)
* Financial instruments of term transactions (FITT), including hedging
transactions

» Other changes not covered herein
« Profits tax: REPO and stock lending transactions
» Profits tax: other items (revaluation of advances etc)
« Value added tax
* Personal income tax
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New in Taxation of Derivatives and Other
Financial Instruments

Taxation of Securities

« Definition of traded securities
« The maximum period of listing is limited - 3 months preceding the date of
the transaction
« Transfer pricing rules
* NB - Obligation of a taxpayer to adjust the purchase price of securities is
introduced !
 For transfer pricing purposes — go back to maximum 3 months to
ascertain the quote (previously 12 months)
* Netting does not lead to reclassification of transaction
« Applicable law — the law of the state in the territory of which securities are
circulated (transactions are concluded).
« If impossible to determine the state where the transaction occurs the
taxpayer has a right to elect such a state in tax policy:
« location of the seller or the buyer of securities
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New in Taxation of Derivatives and Other
Financial Instruments

New in Taxation of Dividends

« Assignment of functions of a tax agent for dividend payments to a trustee in
asset management context (Art. 275 of the Tax Code)
» When the dividends are paid to a beneficiary - a foreign entity.
« Similar rule for repos when dividends are passed on to a non-
resident.
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New in Taxation of Derivatives and Other
Financial Instruments

Transfer Pricing — Transitional Provisions

o BT

Determination of prices range on the basis of similar (identical, of the same kinds) securities
registered by an organizer of trade on the securities market

1

Cancelled starting

01/01/2010
The requirement of taking into account of the specific conditions of the deal, peculiarities of /01/

circulation and price of the security and other indicators in determining the reference price

. . e Effective startin
The procedure for determination of reference price of non-traded securities is to be g

3 established by the Federal Service for Financial Markets and agreed upon with the Ministry of 01/01/2010.
Finance. Suspended till
01/01/2011
The reference price can be determined independently (the procedures and methods should be
established in the tax accounting policy), or with the assistance of an appraiser, in each case Temporary acts from
4  using the valuation methods in accordance with the Russian legislation. 01/01/2010 till
CBR refinancing rate can be used for determination of the reference price of debt securities 31/12/2010

denominated in the currency of Russia.
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Profits tax

New in taxation of
financial instruments
of term transactions (FITT)

Development of the Russian Tax System in 2009, Prospects for 2010
3rd December 2009 50



New in Taxation of Derivatives and Other
Financial Instruments

Changes in Definition of FITT

« Long-awaited amendments — there have been no changes in treatment of
derivatives since 2002!

e FITT — derivative, as determined in Federal Law «On the securities
market».

« Types of derivatives (including forward, futures, option, swap contracts) are
to be determined by the Federal Service for Financial Markets in
accordance with Federal Law "On the securities market".

* NB: Not a FITT are contracts, which are not the subject to court
protection (i.e. "gambling and bets") in accordance with the Civil Code.
Losses from such contracts are not tax deductable!
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New in Taxation of Derivatives and Other
Financial Instruments

Classification of Transactions

1. The taxpayer has the right to elect in the tax accounting policy
whether to treat a transaction as a FITT or as a transaction for the
delivery of the underlying asset with deferral of execution
2. Transactions concluded OTC can be classified as FITT provided that
the delivery of underlying asset is to be performed not early than T+3

Deliverable term transactions — FITT, which provide for the delivery
of the underlying asset or conclusion of another FITT, which provides
the delivery of the underlying asset.

Non-deliverable term transactions — FITT, which does not provide the
delivery of the underlying asset or conclusion of another FITT, which
provides the delivery of the underlying asset.
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New in Taxation of Derivatives and Other
Financial Instruments

Classification of Transactions

Do not result in reclassification:

« Termination of the obligations on deliverable term transactions or
transactions for the delivery of the underlying asset with deferral of
execution, in a way different from the proper execution.

« Termination of the obligations on FITT by set off (netting) of
homogeneous claims® and obligations, properly documented.

 Homogeneous, in particular, means claims on delivery of equal amount of rights on
securities of the same issuer, same class, category (type) or the same mutual
investment fund under management of the same management company (for units
in mutual investment funds), and claims for cash payments in the same currency.
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New in Taxation of Derivatives and Other
Financial Instruments

Hedging — Peculiarities of Taxation

« Hedged items: property and property rights, liabilities, claims and
obligations.

* Income (expenses) from hedge transactions are included in the tax base in
which income (expenses) associated with the hedged item is (to be)
reflected.

* Income (expenses) from hedge transactions are recognized at the end of
the reporting (tax) period and as of the date of execution of transaction(s)

« regardless of the date of income (expense) recognition on the
hedged item!
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New in Taxation of Derivatives and Other
Financial Instruments

Hedging — Peculiarities of Taxation

The following cases should not jeopardize hedge treatment:

« Excess of the quantum of the underlying asset on traded FITT used for
hedging over the hedged item, if such excess is due to the exchange
standard specification.

» Underlying assets can be hedged with a different instrument (so long as the
correlation with the underlying asset can be established) or combination of
instruments during the period of hedging.
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New in Taxation of Derivatives and Other
Financial Instruments

Timing of Income Recognition

« The tax base is determined as of the date of execution of the FITT
 FITT traded on the organized market
« Variation margin calculated by the exchange (clearing organization)
are included into the tax base on FITT.
» EXxception — transactions with FITT, the execution of which depends
on a claim raised by one of the parties, including, dependence from
circumstances which are unknown to come or not (e.g. options).
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New in Taxation of Derivatives and Other
Financial Instruments

Current Revaluation of Claims (Liabilities

« Claims (liabilites) on FITT both are not the subject to current
traded and non-traded at an revaluation due to the changes of
organized market market price, market quotation,

> exchange rate, interest rates, stock

- Transactions for the delivery of the indices or other criteria of the
underlying asset with deferral of underlying asset.
execution /

For FITT used for hedge purposes, the taxpayer is entitled to envisage its current revaluation
in the tax policy, provided that the hedged item is revalued pursuant to the Tax Code.

The income (expenses) arising as a result of such revaluation are calculated as at the end of
the reporting (tax) period in accordance with changes of indicators, defined in the tax policy, in
relation to the respective indicators, prescribed by the terms of the transaction.
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t**

Tax Base Calculation — Banks & Licensed Dealers AEB

* _ Professional securities market participants, engaged in dealer activity, including banks which have the dealer licence.
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New in Taxation of Derivatives and Other
Financial Instruments

Transfer Pricing Rules

» “Market" price should be checked as of the date of execution of the term
transaction

» Fortraded FITT taxpayers may use the data on the price range provided
by trade organizer as of the date of the closest trade during the last 3
months

» For calculation of the reference price the taxpayers can use valuation

methods, established by the Federal Service for Financial Markets and
agreed with the Ministry of Finance
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New in Taxation of Derivatives and Other
Financial Instruments

FITT — Transitional Provisions

ACTHENLEEREET | g oo applied for

recognition of losses

Date of FITT deal recognition for the tax
purposes

Concluded after July 1, 2009, with due date starting from 1

January 2010* In order applied in 2009 In order applied in 2009

Concluded before July 1, 2009, with due date starting from 1
January 2010*

. In order becoming effective
In order applied in 2009 in 2010
FITT, claims on which are not subject to legal protection

according to the Civil Law (“gambling”), concluded before In order applied in 2009 In order b(?coming effective
July 1, 2009, and recognized for tax purposes as in 2010
transactions with FITT as of the date of its conclusion, are

recognized as FITT.

* The same rule is applied for revaluation

Outstanding losses of previous years
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New in Taxation of Derivatives and Other
Financial Instruments

FITT — Transitional Provisions

Determination of «market» price on the basis of:
» information on similar (of the same kind) FITT, registered by the trade institutor,
1 > average weighed price of similar (of the same kind) FITT calculated by the trade institutor,
» reference price determined with due consideration of specific conditions of the deal,
circulation characteristics and price of the underlying asset, interest rates level, etc.

The procedure for determination of reference price of the respective type of FITT is to be
established by the FSFM and agreed with the Ministry of Finance

The reference price can be determined independently (the procedures and methods should be
3  established in the tax accounting policy) or by an appraiser using the valuation methods in
accordance with the Russian appraisal legislation.
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Development of tax court practice in 2009

Major features of tax court practice in
2009

1. Continuing formation of a quasi-precedential legal system as a result of RF
SAC Plenum Resolution No. 14 of 14.02.2008

2. Fewer tax cases as a result of the mandatory pre-court dispute resolution
procedure and new VAT return rules

3. Increased share of property claims in the overall number of tax disputes
4. Continuing resolution of contentious issues in the application of tax law

5. Leading tax cases: one-day companies, zero percent VAT rate issues
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Development of tax court practice in 2009

Quasi-precedential legal system

1. Predictable outcomes
2. Consistent and uniform judgments from different districts
3. Increased judicial authority

4. Consistency in consideration of cases
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Development of tax court practice in 2009

Mandatory pre-court proceedings

1. A decision taken by a higher tax authority on the basis of a taxpayer’s
appeal against a decision by a lower tax authority does not in itself violate
the taxpayer’s rights and does not impose additional obligations, therefore
it cannot be appealed in court (Case of Kosogorsky Metallurgical Plant
VAS-9441/09)

2. A higher tax authority is not entitled to amend the decision of a lower tax
authority appealed by a taxpayer, or to issue a new decision adverse to
the taxpayer (Case of ALROSA, 5172/09)
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Development of tax court practice in 2009

*
*

Other RF SAC rulings on tax procedures AEB

1. The taxpayer is entitled to not comply with a demand for submission of
documents made after the expiration of the three month period allotted for
a chamber tax audit, and the tax authority cannot in this case deny the
VAT refund (Case of Delfi-Avto-M, 10349/09)

2. The subjects of tax audits must be able to participate in consideration of
the materials obtained by the tax authorities, including materials obtained
through additional tax control measures. Otherwise the decision of the tax
authorities is subject to unconditional cancellation (Case of Pikalyovsky
Cement, 391/09)

3. The tax authority is not required to adopt a decision on the results of a tax
audit on the same day the tax audit materials are considered, or on
another day with notification of the taxpayer of the time and place the
decision will be issued (Case of VNII Drainage of Natural Resource

Deposits ..., 14645/08) < SALANS
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Development of tax court practice in 2009

Tax debt issues

1. In view of the need to reflect objective information on tax payments in
statements of tax arrears, they should contain information on any
outstanding debt, and indicate if the tax authority has lost the ability to
recover it (case of Kemerovo Oblast Union of Consumer Societies,
4381/09)

2. RF SAC will soon consider a case on the lawfulness of reflecting non-
existent debts on a budget payments record card (Case of Moscow
Cellular Communications, 7037/09)
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Development of tax court practice in 2009

RF SAC rulings on VAT

1. The VAT tax base should be reduced by “the negative amount” arising
between shipment of a good/works/services priced in a foreign currency
and payment being made because of currency fluctuations (Case of
Ekvant, 9181/08)

2. VAT that a tenant pays on the cost of utilities (in particular, electricity,
water, and heat) against VAT invoice issued by the landlord, can be
recovered (Cases of Ofis-Tsentr, 12664/08, and Kineshma Automotive
Components, 6219/08)

3. Case of Summit-Motors (8133/09) — which VAT rate applies to services
concerning importation of goods into RF customs territory?
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Development of tax court practice in 2009

Rulings on unjustified tax benefits

1. Evasion schemes (Case of Lenoblgaz, 9833/08) and absence thereof
(Case of Tekhuglerod, 8337/08)

2. Unlawful outsourcing (Case of Dvortsovy Ryad — MS, 12418/08, Anzhero-
Sudzhensky Myasokombinat, 17643/08, Yamalstroy, 1229/09)
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Development of tax court practice in 2009

Judicial challenges

1. Recovery of legal costs (Cases of VNII Qil Cultures, 14278/08, MKMTI,
6284/07)

2. Significance of court decision on chamber audit in consideration of case of
field audit (Case of SFAT, 3103/09)

3. Courts may treat one and the same facts of a case, established by the
courts during consideration of disputes concerning VAT refunds involving
one and the same parties, but in different tax periods, as either evidence
of unjustified tax benefits, or as evidence to the contrary, as the courts are
persuaded by other factual evidence, as a result of a qualitative change in
the sum of evidence itself, its relevance, admissibility, sufficiency and
relationship, and provided the court indicates in its decision the basis for
the differing evaluation of the facts of the case (Case of Aluminum Casting
Plant, 14786/08)
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Development of tax court practice in 2009

RF SAC ruling on liability

A bank’s performance of a taxpayer’'s payment instruction using a newly
opened account after the bank has received of a tax authority decision
staying operations with the taxpayer’s account, if the payment is not related
to payment of taxes, gives rise to liability under art. 134 TC RF (Case of
Yug-Investbank, 12953/08)
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Development of tax court practice in 2009

Civil law disputes with tax aspects

1. VAT transferred to a counterparty at the wrong rate is excess (mistaken)
payment and should therefore be returned as unjustified enrichment
(Case of Gazpromneft, 16318/08)

2. In the event a buyer returns a good of unsatisfactory quality the seller
must refund the price of the good, including VAT, regardless of whether
the supply agreement contains a provision on the inclusion of VAT in the
costs to be refunded upon delivery of unsatisfactory goods (Case of
AvioVAZ, 3474/09)

3. Interest for use of another's funds (art. 395 CC RF) should accrue on the
entire amount owed, including VAT (Case of Novy Gorodskoye
Infrastruktura Prikamya, 5451/09)
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