OMdVHSOTHA ‘N '"MA

VISSNY 40 MV1 XV L

Yu. N. BELOSHAPKO

TAX LAW OF RUSSIA

The schoolbook




Ministry of Education and Science of the Russian Federation

Vladivostok state university of economics and service

Yu. N. Beloshapko

TAX LAW OF RUSSIA

The schoolbook

Vladivostok
Publishing house of Vladivostok state university
of economics and service
2017



VIIK 349

BBK

64.402
B41

Beloshapko Yu.N.

B41 Tax law of Russia : the schoolbook / Yu.N. Beloshapko. — Vladivostok

Vladivostok State University of Economics and Saxpublishers, 2017. — 292 p.
ISBN 978-5-9736-0432-5

The schoolbook is original, is published for thstftime and is not translation of any textboolko int
English. The author is PhD in law, associate psofesf Vladivostok state university of economicd aervice. The
author creates the schoolbook in English baseduttorés ideas by lexicographical sources. For ¢hedbook
correct translation, it is necessary to use wotk@futhor in English: Beloshapko Yu.N. Juridftancial and tax
English-Russian dictionary and glossary in Engl$ext]: the methods handbook / Yu.N. Beloshapko. —
Vladivostok: Vladivostok State University of Econemand Service publishers, 2016. — 180 p. Th@esitoncept
of tax law is expounded in the new schoolbookhégeneral part of the schoolbook are argued basiesory of
tax law, and in the especial part are discussesb tgptax, dues, special tax regimes, as welbaplamning and
international tax law.

For searching of legal acts, it is expedient to lrgternet-sites — http://www.pravo.gov.ru;
http://www.consultant.ru; http://www.garant.ru. Feearching of monographs and other scientific and
educational editions, it is expedient to use Irgesgites of the libraries — http://www.lib.vvsu.ru;
http://iwww.rsl.ru; http://www.nlr.ru; http://elibrg.ru; http://ibooks.ru/; http://bookz.ru.The schmmok
corresponds to requirements of the federal stateagbnal standard of higher education, and itnidéel
for persons learning Russian law.

V]IK 349
bBK 64.402

ISBN 978-5-9736-0432-5 © Publishing house of Vladivostok

state university of economics and
service, typography, 2017
© Beloshapko Yu.N., 2017

VK 349

BBK

b43

64.402
b43

Bbeaomanko, FO.H.

Hanorosoe mpaBo Poccmm : yueOnunk / FO.H. Bemomamnko. —
Brnamusocrok : U3a-so BI'YJOC, 2017. — 292.

ISBN 978-5-9736-0432-5

y‘{€6HI/IK HC UMECT aHaJIOT OB, Hy6III/IKy€TC$I BIICPBBIC U HE SABJIACTCA IEPEBOAOM APYTIUX y‘IC6H]/IKOB
Ha aHIJIMHACKHH 513bIK. ABTOp yueOHMKa — KaHIUIAT I0pUAYecKHX Hayk, goteHT BI'YOC. Ero yueOHuK co3nan
Ha OCHOBC CO60TB€HHI>IX ABTOPCKUX pa3pa60T01< C TIIOMOLIBIO HGKCI/IKOI'pa(bI/I‘IeCKI/IX HUCTOYHUKOB. HJISI
MPaBWIBHOTO TepeBofia y4eOHMKa HEOOXOIMMO HCHOJB30BaTh pabOTy aBTOpa Ha AHIIMIICKOM  SI3bIKE:
Beloshapko Yu.N. Juridical financial and tax ErdglRussian dictionary and glossary in English [Tetki
methods handbook / Yu.N. Beloshapko. — Viadivosté&divostok State University of Economics and #erv
publishers, 2016. — 180B.yucOHIKe 0G0CHOBBIBACTCS ABTOPCKAst KOHIIETIIIHS HAJIOrOBOTO Ipasa. OOIas 4acTs
TIOCBSIILICHA OCHOBaM TEOPUM HAJIOrOBOTO IIpaBa, a OCOOCHHAsl YacTh — aHAIM3Y CHCTEMbI HAJIOrOB, COOPOB,
CIICHHUAIbHBIX HAJIOI'OBBIX PEKHMMOB, HAJIOI'OBOI'O INIAHUPOBAHUS U MEKITYHAPOAHOI'O HAJIOI'OBOI'O IIpaBa.

Jnsg moucka MpaBOBBIX AKTOB PEKOMEHIYETCSl HCIOJIb30BaTh VIHTEpHET-CalThl CHPaBOYHBIX
npaBoBbIX cucteM — http://www.pravo.gov.ru; http://www.consultant.r http://www.garant.ru.J{ms
nouckKa MoHorpaduii U APyrux Hay4HbIX, a TaKKe y4eOHBIX M3IaHUI PEKOMEHIYETCS HCIOJIb30BaTh
WurepHer-caittel  6ubmmorek —  http://www.lib.vvsu.ru;  http://www.rsl.ru;  httlwww.nlr.ru;
http://elibrary.ru;  http://ibooks.ru/;  http://bookd. VyeOHuk  cooTBEeTCTBYeT  TpeGOBAHHUIM
(1)€Z[CpaJ'H>HOI‘O TrocyJapCTBEHHOI'O 06paBOBaTCJ’ILHOI‘O cTangapra BBICHICTO 06paBOBaHI/I${ n
MpeaHa3HaueH JUIsl JIMLI, U3y4YaroluX POCCHICKOe MpaBo.

YK 349
BBK 64.402

ISBN 978-5-9736-0432-5 © ®I'BOY BO BnaauBocTOKCKHiA

rOCYIapCTBCHHbIN YHUBEPCUTET
DKOHOMHKH U CEPBHUCA,
odopmitenne, 2017

© Benomanxko 10.H., 2017



CONTENT

CANONICAL ABBREVIATIONS ......ooiiiiiiiiiiiii e 5
EXPLANATION OF KEYWORDS........cottiiiiieiiiiimieee e 5

GENERAL PART ..ttt ettt ettt e e ettt e et be e aere e e s anbbeeeean 6
Chapter 1. THEORETICAL FRAMEWORK OF TAX LAW ... eiiiieeeiiiieees e 6
1.1. Conception Of taX AW .....ceee e e a e 6
1.2. RUIES OF 18X [AW. ...ttt 10
1.3. Tax legal relationS...........uuuuiiiiiieeeee e e e e e e 14
1.4. Tax law in legal system Of RUSSIA......cccumeiiieiiiiiiiiiiiiiiceeeeee e 16
Chapter 2. LEGAL BASES OF TAX SYSTEM ...cooiiiiiiiiiiiieie e 20

2.1. Conception of RUSSIAN taX SYSEIM ......cummmmmerrrrrrrrermmnrrrrinrrrrerrrrerrrrereeeeeee

2.2. Taxes, dues, insurance contributions
2.3. SPECIal tAX FEOIMES ......uuuiuuriiruirt cmmmmmnsseeeeeeneeraeebeebbbberbbrabrerrbrerrreaaaaeeeaeeeeeeaees

Chapter 3. LEGAL BASES OF TAX DUTY ....outiiii e eseieeeeeiieee e seeeeeesneeeeeaneeee e

3.1. Conception Of taxX dULY .......ccooeiiiiiiceeeee e
3.2. Taxation essential lIEMENIS. .......... o eeeeeeriiiiiiee e rneee e
3.3. Representation in tax legal relations .............eeeeeiiiiiiieiiiiiiiieeeee e
3.4, TaX AULNOITIES. ...cii it e e e e e

4.4. Discharge of tax duty by natural PErsONS . .vevevivviiiiiiiiiieiiieieeeeee e 65
4.5. BUSINESS TAXALON. ... iiiiiiiiii e s sttt e ettt e e e e s e ibb e eeeaesssnbeeeaaeeesanns 67
T - Y o 11771 =To =P 71
Chapter 5. LEGAL FUNDAMENTALS OF THE TAX CONTROL
AND TAX ACCOUNTABILITY ...ttt ettt ee e e e e e 76
5.1. Conception of the tax control and tax acCAufit..............ccevvvvvvveviiieiiiennnnnnn. 76
5.2, TAX INSPECHIONS ...ciiieiiieei ettt ettt et ettt e et e e et e e e e e e e e e saaesennnnnnannenne 89
5.3. Tax expenditure control of natural PErsONS........cccceevcciiuiiieiiiiiiiieiieeeeeeeeee 92
Chapter 6. RESPONSIBILITY IN TAX LAW .....oviiiis e eeeee e 96.
6.1. Conception of tax reSPONSIDIlILY ........ceammervrriiiiiiiiiiiiiiiiieeeeeee e 96
6.2. TaX VIOIATION ...t e e e e e 101
LSRRG T - Vi o] o To7=T=To [T Vo U 104
Chapter 7. APPEAL OF ACTS AND DEEDS OF TAX AUTHORES AND THEIR
OFFICIALS .ottt ettt e et e e s et e e s s be e e e bt e e e e anbbee e e sneeee 112
7.1. Appeal conception in tax SPREre ..., 112
7.2. Extrajudicial @ppeal...........coooii it 115
7.3, APPEAI IN COUN...ceiiiiiiieeeiiees s ettt e e e e e e e e e eeeeeeeaeaaaseesaeasseannnns 118
ESPECIAL PART ...ttt emme ettt ettt ettt e e ane e e e s anbbe s 131
Section I. SYSTEM OF DIRECT TAXES......oiiii et an
Chapter 8. TAXES ON INCOME ........uotiiiiiiieeicerie e eee e eieee e eeee e e e smeeens 131
8.1. Conception Of taXES ON INCOME .......uviiiiiiriiiiiiiieieieeeerie et e e e e e e e e e eeeeneaees 131
8.2, INdiVidUu@l INCOME TAX......vvieiiieeiiieeeeeei et 133
8.3. Organization ProfitS taAX...............swwmmmerrrrrrrrrnrierrererireerrrrrrrrrrrrerrrreeeeeeseeannes 141



Chapter 9. TAXES ON PROPERTY ......uuviiiiiiirrmereee et 147

9.1. Conception of taXxes ON PrOPEILY .....ccieeeeeeeiiiieeeeeeeeeeee e 147
S I [aTo 11V (U E= 1l o] £0] o 1= £ Y = o PP UUURP 150
9.3. Corporate ProPerty tAX ......ceuuuuuuu i e et e e e b e s 154
Chapter 10. TARGET TAXES ....ooiiiiiiiitieie ettt a et e e e e e e e s sammeeeea e 157
10.1.ConcCeption Of TArget TAXES ... .cciiueenet e e e e e e e e e e e e e e e e e e e e e e e s e e e s e e e s s e e e s ssanes 157
10.2. Mineral @XIraCtion TAX ...........oouues i erreeeeeeessssiin e e e e e e s e e eeereeeeeee s 159
10.3. WALEITAX. e eiieeeieeeee ettt e e e e 160
O T I T To L = UV UUPPTOPPUPPPRT 162
10.5. RO tAXES ...cei ittt e e e st eree et e et e e e e e s e e e e e e ssnn e e e e e e e e aan 165
Section Il. SYSTEM OF INDIRECT TAXES.......ociiiiiiiaiiiiiiieee e 170
Chapter 11. TAXES ON ACTIVITY ..ooiiiiiiiiiie ettt 170
11.1. Conception of taxes 0N aCtiVity ......ccccceccvvviiiiiiiiiiii e, 170
10,2, EXCISE TAXES..eeeiiieeiiiitieeeteee e s skttt e e e e e e s ettt et e e e e e e e s sanbbbeeaaansnnbeeeaaeaesanns 171
11.3. VaAlUE-BUAUE TBX ...eveeiieiiiiiitieee sttt e e e e e e e e e e smmeene e e s 173
11.4. Tax on gambling INAUSEY ........ceeeiiiiuiieeieiiiiiiiiiiiiiee e eesaaee e 176
Section . SYSTEM OF DUES.........ooiiiiiiiiieie et 180
Chapter 12. DUES AS THE TAX SYSTEM PART ..ottt 180
12.1. Dues for use by objects of fauna and forysebjects of water biological
LSTST 0] U o PP 180
12.2. SEALE DULY. ..ottt ettt e s e e e s e e e e 182
12.3. SAIES AU ...ttt ettt e e a e 185
Chapter 13. DUES WHICH ARE NOT ENTERING INTO TAXSTEM.................. 187
13.1. Conception Of SPECITIC AUES ......uuuvtceemmeeerreriiieririiiieeeeeeeeeeeere e e eeeeesaaes e 187
13.2. SPECIAI AULIES ...oeiiiiiie ettt e 189
13.3. Ecological INPAYMENTS .........uuiiiiii et 192
13.4. Dues and payments in merchant shipping andternal water transport.......... 195
Section IV. SYSTEM OF SPECIFIC LEGAL REGIMES
OF THE TAXATION. ...t e e e e s 203
Chapter 14. SPECIFIC SYSTEMS OF THE TAXATION .o eiiiiiiiieiieeeiiiiiiiieeeeenns 203
14.1. Federal system of the taxXation........ccccceeiviiiiiiiiiiiiiieiieeeecceeeeeer e e e 203
14.2. Regional system of the taxation ........cccoeeeivieiiie e, 208
14.3. Local system of the taXation ...........eueceeeeermmmimiiiieeeeeereeeeeeneases e 210
14.4. Combined system of the taxation.......ccccccccvvvviiiiiii s 212
Section V. INTERNATIONAL ASPECTS OF THE TAXATION .. .....cccccvvinneen. 223
Chapter 15. LEGAL FUNDAMENTALS OF TAX PLANNING.......ccccoiiiiiiiiieniennnns 223
15.1. Conception of taX Planning ..........ooiceeeeiiiiiiiiiiiiiieeeeeeeee e 223
15,2, TAX IOSSES .. ueeiiieieiee ettt st 4+ttt e e e e e e ettt et e e e e st e e e e e e bbb e eeaaaeeaan 233
15.3. Specialized offshore COMPANIES ....... o eeeeeiiriiiiiiiiiiiiiiireeeereeeeereeeeeenns 237
Chapter 16. INTERNATIONAL TAX LAW ..ottt L4
16.1. Conception of the international taX laW ..ccec.....evvviiiiiiiiiiiiiiiiiiiiiieeeeeeeeeee, 244
16.2. International tax responSIDIlItY....... . eeeeeeeieeeeeee e 259
GLO S S ARY ittt ettt e e e e et e e e e aaeane 269
ENGLISH TENSES (ACTIVE) ..uviiiiiiiii ittt 8P



CANONICAL ABBREVIATIONS

APCR - Arbitration Procedure Code of the Russian Fdgra

BCR - Budgetary Code of the Russian Federation

CACPR —Code of Administrative Court Procedure of the Ras$tederation
CBR —Central Bank of the Russian Federation, Bank osRus

CCR - Civil Code of the Russian Federation

CPCR -Civil Procedure Code of the Russian Federation

CROAYV - Code of the Russian Federation on Administrafiidations
CCRF — Criminal Code of the Russian Federation

CCPR —Code of Criminal Procedure of the Russian Federatio
IAA — Internal Affairs Agencies

FCL — Federal constitutional law of the Russian Fetitara

FL — Federal law of the Russian Federation

FCS - Federal Customs Service

FTS — Federal Tax Service

TIN — Taxpayer identification number

TRRC — Tax registration reason code

M — Moscow

RF, R — Russian Federation, Russia

TCR — Tax Code of the Russian Federation

EXPLANATION OF KEYWORDS

*law — jurisprudence, general complex of legal norms
*financial law, tax law and so on (according to the contextjoncrete science
branch, academic subject, complex of legal norms

*alaw — legislative act without concrete definition¢aading to the context)
*the law — concrete legislative act (according to the context)
*laws —  plural of the word «law» or synonym of the woktkgislation»

(according to the context)



GENERAL PART

Chapter 1. THEORETICAL FRAMEWORK OF TAX LAW

1.1. Conception of tax law.

1.2. Rules of tax law.

1.3. Tax legal relations.

1.4. Tax law in legal system of Russia.

1.1. Conception of tax law

The history of occurrence of tax law (law of tagad begins with history of
occurrence of taxes and dues, as well as neceassihe taxation for a society. It is
described in detail by authors of many schoolbauoi scientific works

Scientists (in particular, A.V. Dyomin) fairly, iour opinion, underline, what
exactly the property as the social and economidititi®on is the historical
precondition and a direct basis of the taxatiostriments of labour, weapon, clothes
and other products of individual labour were inaautiquity in the individual property,
and a foodstuff, premises, territories — in varidosns of the collective property.
During the evolutions process of primitive commigsitthe labour and consumption
individualization increases. But at isolation ofvate interests in communities the
general need and requirement for all members anan@inity remain — it is possible
to guarantee only by collective efforts. There twe protection of territory, property,
proceeds, life and health from external encroachsneas well as maintenance of
stability and orderliness of intracommunal mutualations. Expenses have public
character and consequently for their financingsiteéquired, that proprietors gave a
part of the proceeds to the general centralized! f(ire. budget). Expenses for
administrative personnel are the main reason ofiroence of the taxation in its
contemporary understanding. The tax duty during mecess of historical
development had traditional, morally-ethical and, aaresult, legal character. The
power has formalized developed order by the ruleishvcomplex has made tax law.

The basic stages of formation of tax systems aralgmed in the scientific and
educational literaturé:

I. Ancient world (IV millennium B.C. — V century aifir era). A slave-owning
system.

Taxes only appear. In the beginning they are uesyatic, have character of
exactions and are collected basically in the natfoenm as necessary: i.e. wars

! Gavriljuk R.A. Transformation of philosophy of talaw in a postcrisis society:
postsolidarity or postegalitarizm // The Finandiaiv (journal). — 2010. e 4;

Demin A.V. Polemic notes about background of theesaand taxation // The Financial
Law (journal). — 2010. Ne 5;

Zlobin N.N. Tax as the legal category: monographl:-RPA MU RF publishers, 2003;

Parygina V.A, Tedeev A.A. Tax law of the Russiardé&mtion / Series «Schoolbooks,
manuals». — Rostov N/D: PHOENIX publishers, 2002.

2 Parygina V.A., Tedeev A.A. — The mentioned writirgPp. 6-10.
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(Athens, Roman Empire), construction operations imigational constructions
(Ancient Egypt) etc. The priests are taxation arities.

II. Middle Ages (V century — XII-XVIII centurie§eudal society.

In Europe tax systems are developed poorly, taxneays are irregular and thus
there are tax privileges. The low rate of the @inheritance (relief) is fixed in Great
Charter (England at John Lackland), and due onpeagmt royal armies (scutages) is
supposed only under the decision of the generatabaf the kingdom consisting of
large feudal lords. The indirect taxation appearsliéction of excise taxes in
Germany at city gate for importation and exportatid the goods). The agricultural
population pays to the feudal lord the capitaticen eapitation. Cities collect surtaxes
from townspeople. The city pays to the vassal efkimg a gild. The judicial duty is
collected on the maintenance of royal judges. Amars. Finally, collection of taxes
becomes a business type, i.e. there are tax-farm#rs rich bourgeoises who have
redeemed at the state a right on sanction of taxes.clergy and nobility from taxes
are exempted. In provinces, for due of ground gtlis emir answers. Lands of
mosques and Muslim schools are exempted from gilds.the beginning of
XVIII century, taxes become the main source ofeaj@hment of the state treasury.

lll. New time (XVII-XVIII centuries — the end of XXIcentury). A bourgeois
society.

This time of bourgeois revolutions (Netherlands,glénd, etc.). Scottish
economist Adam Smith in work «Research about tltereaand the reasons of riches
of the people» forms for the first time taxatiorinpiples in interrelation with a
financial system gives to definition to tax paynggnncluding as liberty indicator,
instead of slavery. The tax ideology of generadityhe taxation is formed in Europe.
To the middle of XIX century the quantity of tax@screases, becomes tougher legal
procedure of the initiation and collection of tax@sancial science develops.

IV. Newest time (XX-XXI centuries). A capitalistl gostcapitalist society.

Achievements of a financial science are approvegractice. Tax reforms are
realized. Tax systems are formed. Direct taxes fitay violin. The tax system of
European Union is formed.

There are many concepts of tax law in the Russiancignce. The
understanding of contemporary tax law is impossiblavithout its correlation with
financial law. Financial law and tax law correspond as whole igart and are
understood as the — science branches, academecsibpd complex of legal norms.

Financial law as ascience brancl{i.e. branch of knowledge) is the knowledge
system on finances and rules of financial law. Iiied legal doctrines well present A.A.
JalbulganoV Tax law as a science brands the knowledge system on tax and rules of
tax law as type of rules of financial law. The gsm of financial law and tax law as the
sciences contains in each schoolbook and conséguenivill not repeat thefn

Financial lawand Tax law as the academic subjecise the subject matters of
teaching also are the base academic subjects,hand &re necessary for students
choosing any legal and other professions.

! Jalbulganov A.A. Development of financial law damé (XIX — the beginning of
XX century) // The Financial Law (journal). — 2020Ne 3.
2 Look the schoolbooks recommended to chapter 1.
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Officers of the criminal investigation departmerged to know, what exactly in
financial and tax relations related to crimes arthtyproofs require collecting and
fastening.

Investigators- at investigation of crimes in economics sphér@ukl understand
the terminology containing in structures of finacnd tax crimes, namely: «credit,
securities, taxes, dues, internal taxes, statbuadfyet funds» etc. The listed and other
concepts containing in structures of financial aaxl crimes in Criminal Code of
Russia, are not interpreted by the criminal legjista Therefore intensive study of the
financial and tax legislation is necessary.

Workers of public prosecutor's offieewithout knowledge of financial and tax
law cannot reveal infringement of rules of finahaad tax law during the legal
practice, including by consideration in courts aées on tax disputes.

Legal advisers of organizatiorsin a status properly to represent interests of
organization on financial and tax disputes (inahgdin courts) if well are guided in
the financial and tax legislation.

Advocates- without knowledge of rules of financial and tiav are deprived
possibility effectively to be had by human rightsiaty in sphere of financial and tax
relations, including on administrative, criminalitcases.

Judges- not infrequently consider cases on financial taxddisputes and are thus
obliged to be guided not only in tax, but also lineffective legislation. As they use
rules of administrative, criminal, civil law if othem there are sendings in the
financial and tax laws.

Any persongnatural, legal) are clients of financial orgamiaas and taxpayers.
Hence, they need to know methods of own protedtiaronnection with the rendering
of financial services and taxation of their procgqatoperty, other objects.

Financial law as a complex of legal norrissconsidered differently in science.
Many authors believe that financial law is an inefregent branch of lawThey use as
a criterion of financial law the specific subjecttter (i.e. financial relations) and
method. Financial law method they understand agptoof the methods, borrowed
from other branches of law. Such scientists dotaké into consideration that the
similar approach conducts to washing out of fundatalebranches of law, their
partition on complex of the isolated branches,gmmoring of those rules of financial
law, which is contained in the administrative, dria, civil, labor and other
legislation. Such authors as V.M. Mandritsa, I.\ikRvishnikov, D.N. Druzhinin and
many others define financial law only by complexrofes of law, not undertaking
attempts of their isolation in law brarfictWe use doctrine on legal institutions for
optimum definition of financial lawkinancial law as a complex of rules of lasvthe
inter-branch legal institution, i.e. it is the cdew of rules of financial law, are fixed
in differing branches of the legislation and regjaig groups of uniform financial
relations. Such approach allows considering albjgms of the finances in complex,
with use of knowledge of other branches of law.

! lvlieva M.F. Financial law as a science and subjeatter in Moscow State University //
The Financial Law (journal). — 2010Ne 2;

Zapol'skij S.V. On the issue of a role of finandalv in legal system of Russia // The
Financial Law (journal). — 2010.Ne 8;

Karaseva M.V. Financial legal relation. — M.: NORNFRA*M publishers, 2001. — P. 13.

% Financial law. The series «Schoolbooks, manualdsnder the V.M. Mandritsa's
editorship. — Rostov-on-Don: PHOENIX publishers999- Pp. 10-16.
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Tax law as a complex of legal norms also is cons@te differently in science.
Some authors do not discuss concept of taX,lathers — define tax law as a sub-
branch of financial lafv Less categorical authors join to the viewpointticaisly.
They believe that tax law is formed as a sub-brasfcfinancial law. According to
G.V. Petrov's, V.A. Parygin's, A.A. Tedeev's opim@nd others, tax law is branch of
system of Russian law. Thus it is cautiously natjddat tax law can be viewed as
independently formed law branch which is at a stfgallocation from financial lafv
V.l. Dymchenko has put forward special opinion,tthhax law is institution to
undressed «public revenues» of Russian finanaial llany authors discuss tax law
simply as complex of the rules of law regulating talations. They do not consider a
problem of reference of tax law to the sub-brarmanch, and institution efc.The
concept of tax private law also is formuldtetihere are authors, who «summaries»
the various points of view by a comma. For exampfey.V. Gritsenko'scresume»,
tax law is, first, legal institution of branch ah&ncial law; secondly, under-branch of
financial law; thirdly, independent branch of Rassilaw. At the author at such
review of the various points of view in similar &a, it turned out, that the same
complex of rules of lavgimultaneouslyepresents itself as the legal institution, under-
branch, and law branches.

We believethat tax law is the component of financial lawganf fundamental
financial and legal institutiong.ax law is financial and legal institution, i.e. complex
of rules of financial law in the form of the rule$ tax law regulating public tax
relations, i.e. relations in connection with ca#tidn of taxes and dues, their
deduction and direction in budgetary funds of money

Features of tax-law regulation are in detail anadyin jurisprudence It is
necessary for us to allocate mestential elementsf tax law.

Principles are at the heart of tax law, i.e. there are igdbeginnings — general
(i.e. legality etc.) and special (i.e. justice loé ttaxation, etc.). Tax law principles are
independent object of scientific researches

! Big encyclopedic dictionary. — M.: Big Russian Fdopedia publishers, 1998.

2 Big law dictionary / Under A.Y. Suharev's, V.D.i&n's, V.E. Krutskih's editorship. —
M.: INFRA-M publishers, 1999. — P. 392.

% Kustova M.V, Nogina O.A, Sheveleva N.A. Tax law Riissia. The general part: the
schoolbook / The editor-in-chief N.A. ShevelevaM=+ JURIST publishers, 2001. — P. 15

* Petrova G.V. Tax law. — M., 1999. — P. 7-8;

Parygina V.A, Tedeev A.A. Tax law of the Russkaderation / Series «Schoolbooks,

manuals». — Rostov N/D: PHOENIX publishers, 200P. -36.

®> Dymchenko V.I. Russian tax law. The general pihe: manual. — Vladivostok, 1994. —
P.3,9.
® Financial law. A series «Schoolbooks, manuals» ndes the V.M. Mandritsa's
editorship. — Rostov N/D: PHOENIX publishers, 199%. 169;

Eriashvili N.D. Financial law: the schoolbook fhigh schools. — M.: JUNITI-DANA

publishers, 2001. — P. 227.

" Gavriliuk R.A. Transformation of philosophy of taaw in an postcrisis society:
postsolidarity or postegalitarizm // The Finandialv (journal). — 2010. Ne 4.

8 GritsenkoV.V. On development of the Russian saewictax law // The Financial Law
(journal). — 2009. Ne 2.

°® Demin A.V. Relative-fixed resources in system @f-taw regulation: tendencies and
prospects // The Financial Law (journal). — 2012k-1.

1% Falshina N.A. Revisiting the tax law principle§ He Taxes (journal). — 2015Ne 5.
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Proceeding from the tax law content as well apdtsic source (i.e. Tax Code of
Russia, TCR), it is possible to defisgstem of tax lavas complex and interrelation of
the general and especial parts. Demeral partof tax law includes the theory of tax
law coordinated to conventional concepts of gen#rabry of law on the basis of
effective legislation. Thespecial partof tax law fixes a legal regime of some taxes,
dues, special tax regimes (tax treatments) angléaning.

The subject of tax lawis the any personable person (i.e. natural person,
organization) which can be the participant of takations. Specificity of subjects of
tax law is fixed by rules of tax law of the effetilegislation.

Theobject of tax lawis that, concerning that tax relations (i.e. pemtse property,
transactions) can accrue.

Objective laws of social development are fixed éntain principles. In the theory,
the principles define as the basic ideas, supegvtseginnings of tax relations. The system
of principles of the taxation includes financiadaeconomic (justice and financial and
economic validity of the taxation etc.), organiaatil (integrity of tax system, taxation
optimality etc.), legal (legality, generality, puegption of innocence etc.).

Now we will address to the content of tax law, iceits rules of law.

1.2. Rules of tax law

In the legal doctrine and legal practice,ride of law (i.e. legal norm) is
understood as the obligatory state binding ovestzom or temporality, calculated on
repeated use

As we believerule of tax law is fixed by tax law source an obligatory rule
regulating tax relations.

Tax Code of the Russian Federation fixes in poif @em 3, that acts of the
legislation on taxes and dues should be formulatethat everyone precisely knew,
what taxes (dues), when and in what procedure tielcéipay.

Constitutional Court of the Russian Federation agpdly underlined in the
decisions, that infringement of the principle ofrf@al definiteness of rules of law
supposes the unlimited discretion of officials amevitably conducts to arbitrarinéss
The vagueness of rule of tax law can result taigsrimination use by state agencies
and officials in their relations with taxpayers aby that — to infringement of the
constitutional principle of legal equality and oexiual it the requirement of equality
of the taxatiofi

! Demin A.V. Principles of tax law and practical igprudence // The Arbitration and
Civil Process (journal). —2012.Ne 1.

Kucherov L.1. Structure of principles of the taxatiand their legal fixing // The Financial
Law (journal). — 2009. e 3.

2 0On case of constitutionality test of point 1 oftpé of item 2 of Federal constitutional
law «On Supreme Court of the Russian Federatiomb pamagraph 3 of subparagraph 1 of
point 1 of item 342 of Tax Code of the Russian Fatien in connection with the complaint of
Open joint-stock Company «Gazprom oil»: ruling oférStitutional Court of the Russian
Fedesration from March 31, 20180 6 [Electronic resources] // URL: http://www.pragoyv.ru.

Ibidem.

4 On case of constitutionality test of point 1 afnit 333.40 of Tax Code of the Russian
Federation in connection with the complaint of thmited responsibility society «Vstrechax:
ruling of Constitutional Court of the Russian Fediem from May 23, 2013\e 11 //
Rossiiskaya Gazeta. — 2013. — On May 31.
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The rule of tax law consists fafllowing structural elements

Hypothesis- is the stipulation of action of norm.

Disposition —is the concrete rule of behaviour.

Sanction s the measure of responsibility for the violation.

Thus unessentially one rule contains all listednelets. For example, sanctions
contain only in the rules of law fixing respondityilfor a tax violation.

For exampletypes of rules of tax law are

1. Rules of the RF Constitution, federal constiél law, federal law and
international treaties of the Russian Federatidrthey regulate tax relations.

2. Rules of the special tax law. For example, tlaeeclegal norms of Tax Code of
Russia.

3. Rules of the by-law (subordinate act), regutatiax relations. For example,
there are legal norms of ruling of RF Governmentealization of legal norms of Tax
Code of the Russian Federation about fixing of stypes of privileges.

Outwardly, rules of tax law are formalized by lasugces.

TAX LAW SOURCES

Many works are devoted to tax law sourc&¥e will adhere tur position

Tax lawsource(source of lavy is form of rule of tax law.

There arahree types of law sourcéstax law:

1. Legal custom

2. Normative legal act

3. Normative agreement

The analysis of items 1-4 of Tax Code of Russias@sdhat to sources of tax law
cannot be categorized individual acts of varioupadenents, including Federal Tax
Service letters under no circumstances. It wasoborated also Ministry of Finance of
Russia which has underlined, that these lettere Ina@rmation-explanatory character
concerning use of the legislation of the RussiateFaion about taxes and dues

I. LEGAL CUSTOM

Legal custom established by item 5 of CCR with nat@eistoms», which was
earlier called as «Customs of trad€wstomis a rule developed and widely used in
any area of the business or other activity. The ddes not provide by the legislation
and does not depend on its fixing in any document.

Supreme Court of the Russian Federation in thimediion summarized: the
party which refers to custom should to prove custéoiatencé

The custom is provided by paragraph 4 of point tesh 252 of Tax Code of the
Russian Federation, in its chapter 25 «Organizagioofits tax» which regulates
expenses and groupings of expenses. Accordingetddm, a taxpayer have the right
to reduce his proceeds of the sum of made expemzkshus to reduce the profit tax

! Kobzar-Frolova M.N. Sources of tax law and sourogshe legislation on taxes and
dues: the legal-theoretic characteristic// The Rkana Law (journal). — 2012. Ne 7.

2 On formation of uniform law enforcement practitetter of Ministry of Finance of
Russia from November 7, 2013\ 03-01-13/01/47571 [Electronic resources] I
Http://www.consultant.ru/document/cons_doc_LAW 1666

% On application by courts of some provisions oftisecof part | of Civil Code of the
Russian Federation: ruling of Plenum of SupremerCofuthe Russian Federation from June
26, 2015Ne 25 [Electronic resources] // URL: http://www.vstf.
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sum. The expenses should be documentary corrodorétee of the documents
formalized according to customs, used in the feoreggate in which territory
corresponding expenses have been made is thussaappo

. NORMATIVE LEGAL ACT

Legal acts are deeply investigates by law geneerif. Such type of the legal
act as the normative legal act is the basic soofd@ancial law. Definition of the
normative legal act gives not only scientists, lgb judge$

Normative legal actis the act of authority or officer, published incardance
with established procedure and containing legaimsofi.e. behavior rules, rules of
conduct), obligatory for the uncertain circle ofggns and regulating public relations.

Types of normative legal acts are:

1. Constitution of the Russian FederationRussian Constitution, Constitution
of Russia, RF Constitution) —is the basis and source of law. It accepted by the
national voting on December 12, 1993. Items 57, 774, 74, 75, 106, 132 of RF
Constitution are concerned directly to tax law.

2. Law — is normative legahct, accepted by representative agency of State
power, based on RF Constitution. Chapter 5 of RmsGwtion regulates the
procedure. Concerning regional laws chapter 3 of @nstitution, which fixes
jurisdiction of the Russian Federation and its 8at3j, regulates the procedure.

Laws can be classifying as following:

*FCL (federal constitutional law).

*FL (federal law).

*Law of Subjects of the Russian Federation (reditenas).

Definition of law is contextual of items 105-108RIF Constitution, and items 15
and 76 of RF Constitution fix their correlation lwiteach other and with RF
Constitution.

The basic federal law regulating tax relations isaX Code of the Russian
Federation (TCR, Tax Code of Russia).

TCR has confirmed supremacy Tax Code of Russia otleer statutory acts
(including laws) in that their part which regulates relations. Hence, in case of the
antinomy between legal norms of TCR and other lagal — TCR legal norms are used.

Operation of a tax law in timé.e. duration of a tax law of its retroactivitiy
object of independent scientific resedrcfiCR (item 5) is specific regulates this
problem. By the general rule, the tax law comes fotce not earlier than one month
from the moment of official publication. Howeverettegislator has the right to put
acts of the legislation on taxes and dues fromdtite of their official publication, if
they directly provide it.

The notion —retroactive force of a tax law also is related to operation of a tax
law in time.

! Gajvoronsky Y.V. Problem of the theory of legatsaf The Jurisprudence (journal). —
2008. —Ne 4 (279). — Pp. 218-230.

2 On practice of consideration by courts of casesuabontest of normative legal acts
completely or in a part: ruling of Plenum of Supee@ourt of the Russian Federation from
November 29, 200Re 48 [Electronic resources] // URL: http://www.vstf.

% Kostjukov A.N., Maslov K.V. Operation of a tax laiw time and the constitutional
justice // Journal of Constitutional Justice. — 204 Ne 2.
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The tax law worsening position of payers and ofteaticipants of tax relations
have not retroactive forces, i.e. do not applyhanlegal relations which have accrued
before putting into effect of the new law. Altematiof the tax legislation which can
entail deterioration of position of the taxpayeousld be realized so that the principle
of maintenance of trust of citizens to the law whserved If the tax law eliminates
or softens a liability of infringement of rules t@x law or fixes additional guarantees
of payers, tax agents and their representatives, lsw has retroactive force.

If the tax law otherwise improves position of taypes, such law can have
retroactive force if directly it provides. For expl®, Federal law of the Russian
FederationNe 71 from 6/30/2005 (it has come into force with/2006), not only has
released veterans of Great Patriotic War from #xetd proceeds in the form of the
help and gifts, but also has extended the laweaddbal relations which have accrued
since January 1, 2005.

Thus, rules of operation of a tax law in time asenauch as possible coordinated
with part 3 of items 15 (obligatory publication statutory acts) and item 54
(retroactive force of the law) Constitution of tRassian Federation.

3. By-law —is legal act, based on a law and not contradicitayv.

The types depend on validity (i.e. legal effecnaly:

*Acts of the Russian President.

*Acts of Russian Government.

*Department acts (i.e. legal acts of ministries aadices).

*Acts of Subjects of the Russian Federation andllgovernments.

*Other by-laws.

Tax Code of Russia and the federal, regional laeeoraing to it, as well as
normative legal acts of municipal bodies about cetectaxes and dues are called as
the legislation on taxes and dues (item 1 of TGR)thetax legislation.

Tax legislation principles are based on legal norms of Constitution of theskin
Federation. The cores from them are principles ehegality, equality, justice,
proportionality, legality of the taxation and dughey are in detail regulated by item 3 of
TCR.

. NORMATIVE AGREEMENT

Normative agreementi.e. agreement of the normative content, law-making
treaty) is an agreement between subjects of law-creationtaining legal norms. In
financial law of Russia, the normative agreementused in the form of the
international treaty of the Russian Federation.

International treaty of the Russian Federatiois agreement between Russia and
other subjects of international law, regulable igrnational law (On the international
treaties of the Russian Federation: federal lam fféil5/1995\e 101). For example, there
are intergovernmental treaties on the encouragesnehntutual protection of investments.

Only the international treaties of the Russian Fattten, which not conflicting the
Russian Constitution and have come into force, laavimding force for Russia.

Besides, at ratification of international treatiefsthe Russian Federation the
President has the right to use the veto in accamlavith part 3 of item 107 of RF
Constitution.

Law sources regulate tax relation, and so it chamgte legal relation.

! Determination of Constitutional Court of the RassiFederation from May 12, 2005
Ne 163 [Electronic resources] // URL: http://www.poagov.ru.
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1.3. Tax legal relations

Problems of tax legal relations are in detail exm®d in the literature to chapter
1 and based on general theory of law. It allowsteheeflecting our understanding of
the problem. Tax legal relations are tax relatioagulable by rules of financial law.

The basic attributes of tax legal relations are:

1. Economical character — is shown depending ogcanomic climate. The weak
economics results in the big tax burden. At streagnomics the tax burden of payers
decreases;

2. Imperative: Constitutional Court of the Russigederation notices in the
decisions that tax legal relations are based dmparious method of legal regulation,
and realization of the constitutional duty to payviully fixed taxes assumes the
subordination, imperious submission of the taxpalgerstate requiremeritsSuch
method demands strict following to the text of tia@ because completeness and
timeliness of collection of taxes and dues from tbbliged persons (and
simultaneously — proper legal character of taxafiothorities and officials) should be
guaranteed.

Tax legal relations are depending from the juridiaats.

Juridical facts (legal facts) in tax laware legal vital circumstances (events and
actions), causing, changing or stopping tax legddtions. The juridical facts are
classified on events and actions depending on degfrparticipation of the person.

Eventsare not dependent on the person, but stipulatédibyaw. For example —
act of nature and other display of force majeuresdwt depend on the person.

Actions (they are classified on lawful and illegal) areowging out on strong-
willed activity of the person. For example, occuae of the tax period inevitably, but
the period is statutory as result of activity of ferson. Lawful actions are the actions
based on the law (payment of the tax, due etc.Jon@ful actions are violations
(evasion from tax payment etc.).

Juridical facts in tax legal relations are indepmrid object of scientific
researchés

Tax legal relations various, and therefore aresdiasl on the various criteria.

Types of the tax legal relations on law branchearfbhes of law) are:

1. Constitutional tax legal relations.

2. Administrative tax legal relations.

3. Criminal tax legal relations.

4. Civil tax legal relations.

5. International tax legal relations.

A.E. Samsonova's scientific works are interestivayg¢upon. She fairly celebrates
not only theoretical, but also the practical impare of theory of legal relatiohs

Subjects enter tax legal relations concerning dbjec

! On case of constitutionality test of provisionspofnts 6 and 7 of item168 and point 5 of
item 173 of Tax Code of the Russian Federationdnnection with Limited responsibility
society complaint «Trading house «Kamsnab»: rubhg@onstitutional Court of the Russian
Federation from June 3, 20M 17 [Electronic resources] // URL: http://www.pragov.ru.

2 Krasyukov A.V. Classification of the legal facts fax law: the new approach // The
Taxes (journal). —2015.Me 5.

¥ Samsonova A.E. Complicated and complex legal iogiatin financial law // The
Financial Law (journal). — 2010.Ne 6.
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Subjects come into the tax legal relations conogrobjects

SUBJECT of law and subjecbf relations are differedSubject of tax laws a
potential (i.e. possible) participant of tax redas.Subject of theéax legal relationsis
the concrete participant of the real tax relation.

Because of the variety, subjects are classifieddoipus criteria.

Types of subjects under the relation to the power a

1) Authorities

For example, Ministry of Finance of the Russiandfation (Minfin of Russia) is
federal executive authority, realizing normativerleegulation and the state policy in
sphere of the finance. Federal Tax Service isarsiistem of Ministry of Finance.

2) Persons, which do not relate to authorities

There are natural persons and organizations, wihmair to authorities, but who
come into relations with authorities concerningesx-or example, there are citizens
and various juridical persons.

Types of subjects on volume of rights and dutiegti(ms 2 and 3 of TCR):

1. Taxpayers and payers of dues; Tax agents.

2. Taxation authorities; Law-enforcement bodies; &ioms bodies.

Types of subjects on a legal status

1. Organizations.

2. Individual businesspersons.

3. Other natural persons.

Definitions and features of each of bodies aredtaitl requlated by item 11 of
TCR.

Protection of subjects of the tax legal relatiorss used by followindegal
measures

1) Laying down in the legislative act of the rigistiand duties of subjects.

For example, to the right of a payer on acquairganith the tax inspection act
there corresponds the duty of a tax authority tieagive to the payer.

2) Laying down in the legislative act and real gswof the measures of legal
responsibility (i.e. sanctions) for tax and offici#lations.

OBJECT of law and objectof relations are differedObject of tax lawis a
potential (i.e. possible) object of tax relatio@bject of tax legal relationss the
concrete object of the real tax relation.

Types of objects of tax law or tax legal relati@mstheir content are:

1. Material objectsarefinancial resourcesas objects of taxation.

Financial resources(i.e. financial asset} are — environmental resources, as well
as money, securities and other property. The fiaamesources formed for business
are capital (i.e. basic resources, fixed as3efThe capital is impossible withouiet
assets i.e. the difference betweemssetsand liabilities. The assetsare financial
resources which are easy for realizing, i.e. mobagic resources, investments, stocks
etc. The liabilities are payment obligations, i.e. insurance resenrgsigatory
payments, loans etBesidesto material objects it is possible relate to tdeees, dues,
fines, penalties.

2. Nonmaterialobjectsare transactions (operations) and other relatisnsbjects
of taxation. For example, there are banking traias, operations on placement of
securities etc. Besides, to material objects jtdssible relate to the tax control, tax
proceeding, administration problems, tax respolisilaind other tax relations.
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1.4. Tax law in legal system of Russia

We propose the interpretation of the question, n@la start from definition of
the legal system. The situation complicated by matsef unanimity in understanding
of such categories as the «legal system» and «syHtaw».

According t0S.S. Alekseethe legal system is the system of the obligatalgs,
considered in integrity with other active elemeotgshe legal validity (there are law
ideology as the active party of sense of justicé jaridical practice) The system of
law is the structure of law, its differentiation tmanches and institutiohsOn the
other hand,authors of the Big juridical dictionary consider the legsystem and
system of law as synonyrhdt is possible to meet and other approaches.

We believe that concepts «legal system» and «systedaw» need to be
differentiate more accurately and clearly. At dgfom of the legal system, it is
necessary to start with the analysis of item 1Rwadsian Constitution, which includes
in the legal system only different forms of rulédamw.

Hence, théegal systems internal structure of law, its differentiation branches,
sub-branches and legal institutions. The categsygtem of law is the complex and
interrelation of the general and especial partsly oapplicable to concrete
jurisprudence. For example, there are — systerheadry of state and law, system of
constitutional law, system of administrative laystem of tax law etc.

Juridical sciences and academic subjéarimed by the legal system. Tax lamv
the legal system is the separate element, bueitaats with other elements of law.

For example:

THEORY OF STATE AND LAWthe basic law science and academic subject. It
forms the basic concepts «law», «legal norm» efigich are in base of financial legal
concepts: «tax law», «tax legal norm» and otherguin, tax law gives problems to
theory of state and law, and there are become tshpéthe theoretical study.

CONSTITUTIONAL LAVis the basic branch of law. It interacts with taw by
Russian Constitution, containing rules of tax ldwdioect operation.

CIVIL LAW is the fundamental branch of law. The civil legigin is used to
financial, tax and other administrative relatioystem 2 of Civil Code of the Russian
Federation. The tax relations are regulated bycthié legislation if the federal law
provides it. In tax law are obligatory such conitagnin CCR concepts as: juridical
and natural persons; juridical ability and compeggitosses; property etc.

ADMINISTRATIVE LAWs the fundamental branch of law. It is interagith tax
law by institution of legal responsibility, and bgdministrative activity of tax
executive powers. The laws provide formal compamentt tax violation and the
sanction for their commission. There are — Tax Cafdine Russian Federation, Code
of the Russian Federation on Administrative Viaas.

CRIMINAL LAWis the fundamental branch of law. It interactshwiiix law by
institution of the criminal responsibility for cris in economy and tax spheres. The
formal components of tax violation and the sandifor their commission are only

! Alekseev S.S. The state and law. — M.: Legal hitere publishes, 1996. — P. 80

? Ibidem. — P. 90.

% Big law dictionary / Under the A.J. Suharev's, V.Borkin's, V.E. Krutskih's
editorship. — M.: INFRA-M publishes, 1999. — P[372328.
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containing in Criminal Code of the Russian FederatiThe tax legislation contains
the terms, which do not interpret in CCRF (theee-atax, dues etc.).

LABOUR LAWs the fundamental branch of law. It interactshwiax law by the
taxation of workers the individual income tax, a®llwas by the taxation of
transactions and profit of corresponding employers.

PROCESS%constitutional, administrative, criminal, civiggulates in lawful cases
the procedure of use of some rules of tax law,dadlgiconcerning attraction to legal
responsibility for tax violations.

Tax law also interacts and with inter-branch legadtitutions financial law — as
its component, financial institutions; entreprem@utaw — at the taxation of the
general, medium-sized and small business; ecolbgiaa — at the wildlife
management taxation, as well as in connection prigélservation of the environment.

Besides,tax law interacts with other financial institutianbudgetary law — at
formation of tax revenues of budgets of all levatsurance law — at the taxation of
proceeds (transactions) of insurers and other stghjef insurance; credit law,
investment law and securities market law — at gxation of proceeds (transactions)
of subjects of the crediting, investing and se@sitmarket; currency law — at the
taxation of the proceeds formalized in a foreigmrency and currency valuables
(transactions with them).

THE LITERATURE LIST

BASIC SOURCES
Special literature

Actual problemsof financial law: [monograph] / [Authors: L.L. Armanova,
etc.]; editor-in-chief E.Yu. Grachev; Moscow staeidical university of the name
O.E. Kutafina (MSJU). — M.: Norm: INFRA-M, 2016.208 p.

Beloshapko Yu.NRussian tax law.— Vladivostok: Far Eastern Ursitgr
publishers, 2004.

Beloshapko Yu.NFinancial law of Russiathe schoolbook. — Vladivostok:
Vladivostok State University of Economics and Seevpublishers, 2015.
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Financial Law (journal). — 2010.Ne 5.
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Budgetary Code of the Russian Federati@aeral law of the Russian Federation
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3824.

Tax Code of the Russian Federatidtart the secondrom August 5, 2000 //
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On case of constitutionality test point 4 of part 2 of item 250, item 321.1 of Tax
Code of the Russian Federation and paragraph »iof B of item 41 of Budgetary
Code of the Russian Federation in connection wibmmlaints of the Russian
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On case of constitutionality tesf point 1 of item 333.40 of Tax Code of the
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society «Vstrecha»: ruling of Constitutional Cooftthe Russian Federation from
May 23, 2013\e 11 // Rossiiskaya Gazeta. — 2013. — On May 31.

On case of constitutionality tesf provisions of points 6 and 7 of item 168 and
point 5 of item 173 of Tax Code of the Russian Fatilen in connection with Limited
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Court of the Russian Federation from June 3, 28447 [Electronic resources] //
URL: http://www.pravo.gov.ru.

On case of constitutionality testf point 1 of part 4 of item 2 of Federal
constitutional law «On Supreme Court of the Rus&iaderation» and paragraph 3 of
subparagraph 1 of point 1 of item 342 of Tax Coflehe Russian Federation in
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Chapter 2. LEGAL BASES OF TAX SYSTEM

2.1. Conception of Russian tax system.
2.2. Taxes and dues.
2.3. Special tax regimes.

2.1. Conception of Russian tax system

Most in a complex problems of definition of taxteys are expounded by
E.D. Sokolova's wotk As has fairly underlined E.D. Sokolova, the cquicetax
system» is related to most challenges of legaleamathomical sciences.

* For the first time the category has receiveddiive consolidation in Russia in
item 2 of Law of the Russian Federation from Decend/, 1991Ne 2118-1 «On
bases of tax system in the Russian Federationxdingoto which complex of taxes,
dues, duties and other legal payments forms tatersysSuch definition has caused
discussion in jurisprudence. The legislator, aciogrdo scientists, has included in tax
system not only actually taxes, but also all payséaving tax character.

* One of the first scientists, proposed to considgrsystem as concept wider in
comparison with its legal definition, was V.l. Gake He has included in tax system
the — tax legislation consisting of laws and by-laets; taxation authorities which are
realizing the tax control; tax representatives wdmo behalf of taxpayers should
calculate, keep and transfer into according toldkethe budget taxes from proceeds;
tax police guaranteeing economic security of thatesttheoretical positions of
scientists and experts in taxation sphere.

* V.I. Gureeva's position has been subjected @siticN.P. Kucherjavenko. He
has noticed that V.l. Gureev understands tax systerthe mechanism of elements
difficult joined with each other.

* A.V. Bryzgalin has defined tax system as the rcv&nected complex of all
public relations existing in the state developingsphere of the taxation and having
economic, political, organizational and legal cletga Such characteristic of tax
system (marks) E.D. Sokolova) demands the additiangument because of its
excessive expansion.

* More constructive for E.D. Sokolovoj is the S.®Bepeljaev's definition
according to which the tax system is a complexhef éxisting stipulations of the
taxation fixed in the state. The concept «tax systeharacterizes the tax legal order
as a whole, and system of taxes — only a tax syslement. In the definition S.G.
Pepeljaev specifies in interrelation of tax systemith system of taxation. In this
connection the question on a correlation of coreepax system» and «system of
taxation» accrues.

* System of taxation (according to N.P. Kucherjak@nis complex of the —
lawful taxes, dues, obligatory payments, principlEsms and methods of fixing,
alteration or abrogation; maintenance method; astguaranteeing payment and the
control over timely and full receipt of resourcean taxes and dues in the budget and
trust funds. That is, the system of taxation isegrterm in relation to system of taxes
and dues, legislative and obligatory to paymerstate territory.

! Sokolova E.D. On the issue of concept of taxatystem // The Financial Law
(journal). —2011. Ne 1.
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* According to A.Yu. llyin's opinion, the tax systeof the Russian Federation is
a system of the taxes and dues operating in Rusgsidtory as well as a rule of a
fixing and functioning of system of taxes dues. &legnlue of concept «tax system»
consists that with its help it is possible to melia tax law legal field, i.e. to define all
complex of relations on which action of rules ok taaw extends. Value of the
definition of tax system, according to E.D. Soka view, consists that in it the
legal essence of the discussed category is unéedrlin

As a resulte.D. Sokolova is proposed her definition. Theestatx system is a
legal form of the taxation conditioned by economstipulations of development of a
society, functioning in the conditions of actionmérket relations, i.e. the tax system
mediates the taxation, system of taxation. Othénaas also write about tax system,
system of taxes and ddes

It is appears, that all listed authors try to defiax system as it is possible more
difficult or more in an original way. We accorditgthe content of chapter 2 of TCR
join understanding the legislator of tax systemmanrow sense, i.e. without inclusion
in it systems of taxation authorities, systems oflibs of the tax control and other
structural formations, as well as obscure eleméerdas. system may be to optimize
only in this case.

The situation was considerably complicated by thesdran legislator who has
included insurance contributions in tax system Di1& as the separate type of
paymentSo we propose following our definitions

Tax systemis complex and interrelation of all lawfully fixethxes, dues,
insurance contributions and special tax regirdgstem of taxations complex of the
elements guaranteeing tax system (i.e. there daxation essential elements, tax
control, tax responsibility etc.). The Russian wystem is specific depending on
features of the periods.

Basic features of the tax system:

1. Till 2005 the tax system was regulated by sirmg@taus action of the Law of
the Russian Federation «On bases of tax systeheiRtissian Federation» and part 2
of TCR. With 1/1/2005 the tax system is regulatediesively by Tax Code of the
Russian Federation, and the Law of the Russianr&ede «On bases of tax system in
the Russian Federation», has been declared expired.

2. The total of taxes and dues with 1/1/2005 has bmmnsiderably reduced,
however such reduction has formal character. S®,ctistoms duties are excluded
from tax system, but it continues to be collectedoading to the customs legislation.
In tax system are not specified licence and adomnissgiues, but they became State
Duty types (it is the part of tax system). The amif social tax is cancelled; however
insurance contributions continue to be collected.

3. Sources of legal regulation of tax system havdetgone numerous and
considerable alterations (including the chapter§@R). Therefore at the resolving of
tax disputes it is necessary to start with theslagon operating at the moment of
occurrence of corresponding legal relations, takitig account of TCR legal norms
about retroactive force of the tax law.

President of the Russian Federation in the Mesgage@deral Assembly of the
Russian Federation from November 12, 2009 has aga@a underlined necessity of

! Reut A.V. Concept and elements of system of taxes dues // The Financial Law
(journal). —2012. Ne 1.
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perfection of tax system. In the Message to Fedé&sdembly of the Russian
Federation from December 12, 2012 President oRtlesian Federation has specified,
that the tax system should be subordinated to pnablof structural reorganization of
economics. Therefore Russia will stimulate investts@nd development, transferring
fiscal accent on consumption, including the exgseds and expensive real estate. He
spoke about perfection of tax system and in nextsages.

Economic development of Russia depends on an olitimad its tax system. In
this connection A.A. Jalbulganov has fairly noticttht the system of taxes and dues
can change. However it should occur only with theppse of increase of efficiency
of the system, but not to the detriment of taxpayee. by unreasonable increase of
tax burden). It is important not to grow out of tpanciples formulated still by
A. Smith (i.e. the — principle of justice, prinaiplof definiteness, economy and
principle of convenience Therefore in Russia continuous time try to realtax
reform.

Tax reform is the transformation of tax system based on #we Wwith the
simultaneous solution of problems of legal, ecomoarid political character. During
tax reform it is necessary to observe 8imtegic priority— it is the rational fair
taxation of natural resources as basic riches afsiRu as well as real property at
consecutive decrease in the taxation not rent powxgi.e. not connected with
business)

Strategic targetof tax reform is situation achievement at whicleleof a
collecting of taxes grows the same rates, as graftlan internal gross product
(cumulative cost of the final goods, works, andvees in the Russian Federation in
market prices). The situation is not optimum, aiollgross domestic product grows
higher rates in relation to level of a collectirfgaxes.

During tax reform by its final analysis there shibbke not an abrogation of taxes
(dues) and reduction of tax rates, but the — nedigton of tax loading, improvement
of tax administration, increase of efficiency oreusf tax revenues, transparency of
expenses and the accountability of authofities

The chairperson of the Russian Government in theersient on May 8, 2008
ascertained that the purposes of tax reform areaamhed, the primary goals are not
solved, and priorities are not considered. He aengan example, according to which
in the budget is withdrawn by different methods hwihe help of the mineral
extraction tax and customs import duties 75-80%rofit of the oil companies.

The basic directions of a tax policyare fixed by President of the Russian
Federation in the budget messages, as well as dyGtivernment of the Russian
Federation.

In the budget message for 2014-20R6esident of the Russian Federation has
noticed, that is necessary the further simplifmatof the tax record-keeping and its
rapprochement with the accounting, improvement wdlity of tax administration,

! Jalbulganov A.A. On the issue of transformationsp$tem of taxes and dues of the
Russian Federation // The Financial Law (journal2011. -Ne 7.

2 President's Message of the Russian Federatioreder&l Assembly of the Russian
Federation // Rossiiskaya Gazeta. — 2001. — Onl Apri

? ITAR-TASS. Backlog with taxation is inadmissibleRossiiskaya Gazeta. — 2000. — On
October 14.

* Gurvich E. Press not only taxes // Rossiiskayae@az- 2008. — On February 20. — P.5.
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realization of measures on counteraction for evaiom the taxation, including with
use of offshore jurisdictiofs

Besides, Government of the Russian Federation aukrdl enforcement
authorities are authorized to realize functionstate policy development in sphere of
taxes and dues (item 4 of TCR). So, in accordarittetarthe Reference directions of
a tax policy for 2015 and a planning period 2016 2017, tax policy primary intents
are, on the one hand, preservation of budgetaryilista receiving of necessary
volume of budgetary revenues, and on the other,hsuqbort of the entrepreneurial
and investment activity guaranteeing tax competitess of the country on a world
scene. Thus any innovations should not result inftongement of constitutional laws
of citizens, worsen balance of rights of taxpayard taxation authorities, negatively
to influence on competitiveness of the Russiarsiester.

Tax policy is independent object of scientific r@sdes. Thus the tax policy is
argued, in particular, as a basic element of tigararation and law mechanism of the
state administration in the field of taxes and dues

2.2. Taxes, dues, insurance contributions

Taxes and due definitions are proposed by Tax @bdbe Russian Federation
(item 8).

Tax is the obligatory, individually gratuitous paymentollected from
organizations and natural persons in the form @hation belonging them on the
property right, economic jurisdiction or an operatimanagement of money resources,
with the purpose of financial provision of activity the state and-or municipal unions.

Due is an obligatory contribution collected from orgamtions and natural
persons, which payment is one of fulfilment stipiolas concerning payers of dues by
state agencies, local authorities, other authorizedies and officials of legally
significant actions, including rendering of certaights or delivery of authorizations,
licenses.

We believe these definitions of taxes and due wessful as words «payment»
and «contribution» do not have semantic loadintpwalto accept them for other
payments (for example, in housing and communalices\sphere) and contributions
(insurance, party etc.). Under some taxes and tthedaw supposes payment not only
money resources, but also resources (for examalatal resources etc.).

In this connection we propose following definitioisx is certainly obligatory
lawful payment in the budgets, collected from naltypersons and organizatiomue
is conditionally obligatory lawful payment in theudigets, collected with natural
persons and organizatiorfor bigger understanding we believe the most exymtdo

! On the budgetary policy in 2014-2016: Presidevigssage of the Russian Federation to
Federal Assembly of the Russian Federation frone 1.y 2013 [Electronic resources] // URL:
http://www.president.ru.

2 Tax policy reference directions for 2015 and thenping period 2016 and 2017: are
approved by Government of the Russian Federatiodubn1l, 2014 [Electronic resources] //
URL: http://www.pravo.gov.ru.

% Gogolev A.M. Tax policy as a basic element of tnganizational legal mechanism of
the concept of state administration in the taxatow revenue area // The Financial Law
(journal). — 2015. Ne 10.
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allocate with the general concept of taxes and thes to specify features separately
taxes and separately dues with the purpose ofdkeirrate differentiation.

GENERAL BETWEEN TAXES AND DUE

Tax and (or)dueis a part of property of natural persons and tgamizations,
collected by competent authorities and personstbaisehe law.

Constitutional Court of the Russian Federation hediced, that by the
constitutional and legal nature taxes are a nepess@nomic basis of existence and
state activity, a stipulation of realization of figblic problems, represent the form of
alienation of the property with the purpose of nairmnce of expenses of the public
power. Thereby they allow realizing social and eroit law-enforcement and other
functions of the Russian Federation as democragjalIsocial state (part 1 of items 1,
7 of Constitutions of the Russian Federation). léetex regulation urged to reach the
fiscal purposes of the state, as well as to gueeaatstate ownership effective use as
material basis of realization of programs of ecomprsocial, cultural development,
maintenance of rights and liberties of the perswh ctizen (item 2, 7, 18 of item 71
of Constitution of the Russian Federation) takingpiaccount all complex of social
and economic and other factors of developmenteRiissian Federatibn

Thus, legally the payer is obliged to give to thexzeaiver a part of money
belonging to him or other property which have motexyns and related to financial
resources, objects of civil rights.

GENERAL FEATURES

*Obligation: the public duty to pay taxes and dues fixed by it of
Constitution of the Russian Federation. — Item §6R and does not depend on will
of the payer.

*Individuality : each taxes and due have the name and are coll&om®da
concrete category of payers, have own essentialezits of levy.

*Identical classifications taxes and dues are various and consequently can be
classified on types by various criteria. We willdaglss to the optimum criteria
proposing to the full characteristic.

On features of elements, taxes and dues shareect dind indirect.

Direct are the taxes and dues which elements are cotedit@proceeds and (or)
property (for example — individual income tax, laad, dues for use by objects of
fauna, etc.).

Indirect are taxes and dues which are fixed in the forrthefextra charge to the
cost, price, tariff, or are imposed on activitye(itransactions on realizations of the
goods, works, services, legally significant actiets). For example, there are excise
taxes, State Duty.

On methods of replenishment of budgets, taxes aed dan be classified on
constant (own) and regulating.

! On case of constitutionality test of point 4 oftp2 of item 250. — Item 321.1 of Tax
Code of the Russian Federation and paragraph 8iof  of item 41 of Budgetary Code of the
Russian Federation in connection with complaints Riissian Chemical-technological
University of D.l. Mendeleyev and Moscow Aviationslitute (State Technical University):
ruling of Constitutional Court of the Russian Fediems from June 22, 2008 10 //
Rossiiskaya Gazeta. — 2009. — On July 10.
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Constants (own)re taxes and dues which go to the budget as stacdrsource
of replenishment of concrete fund of money (forregke, transport tax is a constant
source of replenishment of regional budgets).

Regulating are taxes and dues, on which are fixed by the [gecifcations of
deductions in budgets of various levels. For examplkganization profits tax is
distributed in percentage terms in federal andoregi budgets. Concrete percent of
deductions are fixed by Budgetary Code of the Rwssiederation and regularly
change.

Here it is necessary to notice, that classificatibtaxes on own and regulating is
relative as percentage deductions are fixed byetislator in case of need undery
taxes and due. Hence, it is possible to draw algsion, that all taxes and dues as a
matter of fact the regulating.

On levels of tax system, taxes and dues accordinidCR classified on federal,
regional and local.

Federaltaxes and dues are the taxes and dues fixed byC®dg of the Russian
Federation (i.e. the federal law) and obligatorpayment in all territory of Russia.

To federal taxeselated to the — value-added tax, excise taxedyidual income
tax, organization profits tax, mineral extractiam,tand water-tax.

To federal dueselated to — dues for use by objects of faunafandse by objects
of water biological resources, State Duty.

Regionaltaxes and dues are the taxes and dues fixed b dde of the Russian
Federation and the laws of Subjects of the RusBederation, installed by laws of
subjects of the Russian Federation and obligatorypayment in territories of
corresponding Subjects of the Russian Federation.

To regional taxesrelated to — corporate property tax, tax on gamgplndustry,
transport taxRegional dueget are not fixed.

Local taxes and dues are taxes and dues which are fixéthk Code of the
Russian Federation and normative legal acts ofessmtative bodies of local self-
government, are installed by normative legal adtsepresentative bodies of local
self-government and are obligatory to payment imritegies of corresponding
municipal unions.

In local taxesare included — land-tax, individual property ta#n example of
local due is sales due which has appeared onle 2645. There is only orlecal
due— Sales Due.

According to item 57 of the Constitution of the Biasm Federation, taxes and
dues can be fixed only the law, and the law by partitem 72 of Constitutions of the
Russian Federation and part 2 of item 76 of Cangiits of the Russian Federation
can be exclusively federal.

Hence, the any regional and local legal acts fiximgtax (due), preliminary not
fixed by Tax Code of the Russian Federation, carmtused as mismatching
Constitutions of the Russian Federation. But ttarmees elements (for example, rates)
can be fixed by the laws of Subjects of the Rus&iaderation under regional taxes
and normative legal acts of local representativdidsounder local taxes, but in the
limits established by the federal law.

As tax regulation is directed on realization of gwnstitutional functions of the
state as a whole, the federal legislator is autkdrinot only to differentiate taxes on
federal, regional and local, but also to put intagtice distribution of the proceeds
arriving from taxes, between budgets of budgetgsyesn of the Russian Federation.
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The conclusion corresponds with the legal propmsitf Constitutional Court of
the Russian Federation according to which a bud§dehe Subject of the Russian
Federation or a local budget do not exist separatehey are a component of a
financial system of the Russian Federation. Insigificy of own profitable sources at
level of Subjects of the Russian Federation or gipal unions attracts necessity to
realize budgetary regulation with the purpose damee of corresponding budgets.
Hence, the federal legislator has the right tothsetaxation also with the purpose of
budgetary regulatidn

Specific type of tax ignternal taxes— there are value-added tax and excise tax,
collected at moving of the goods (production) tlgtouborder of the Russian
Federation. The taxes are regulated by TCR anadmsstegislation (Federal law from
November 27, 2010 «On customs regulation in theslRad-ederation»).

Now we will address to differentiation of taxes ales.

DISTINCTIVE FEATURES OF THE TAX

1. Gratuitousness of the tax, i.e. it no profitat@es(the taxpayer gives a part of
the property gratuitously, irrevocably, without aglent benefit).
2. Unconditional obligation of the tg¥ is collected without will of the taxpayer).

DISTINCTIVE FEATURES OF DUE

1. Due is collected, if the interested perseishes that in his advantage has been
executed legally significant action (for exampleynsideration in court of the
statement of claim).

2. Due payment in this case is a juridical faict. a ground of occurrence of a
duty of authorized bodies and officials to execuggally significant actions
concerning the payer of due (for example, StateyDh#yment obliges court to
consider the claim etc.).

Thus payment of due does not signify that the psgpof the payer will be
necessarily reached. For example, the payer haggthteto claim the damages caused
to him by illegal deed of tax authority, by givimg court of the statement of claim.
However payment the State Duty does not signify the court is obliged to satisfy
the plea. The court is obliged to consider theestant of claim, but it has the right to
at groundlessness (absence of proof) of claim remquents to disallow in the plea. By
science, other distinctive features of taxes anel can be allocated, but all of them
finally derivative from the cores.

In practice happens that obligatory public paymémtse budget formally are not
taxes and dues. It testifies to uncertainty of ldgal nature of such payments and
about legitimacy of their fixing and use with tharpose of financial provision of
fulfilment by bodies of the public power of the fiions.

! Ruling of Constitutional Court of the Russian Fedien from June 22, 2008t 10
[Electronic resources] // URL: http://www.pravo.gay.

2 On case of constitutionality test of provisionspafagraph 14 of item 3 and point 3 of
item 10 of Federal law «On protection of rights jiridical persons and individual
businesspersons at carrying out of the state dofgrgervision)» in connection with the
complaint of citizen V.V. Mihajlov: ruling of Cotitutional Court of the Russian Federation
from July 18, 2008Ve 10 [Electronic resources] // URL: http://www.pragov.ru.
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Insurance contributions (insurance premiumsjre federal obligatory payments
with the purpose of financial provision of realipat of the right of citizens on
obligatory pension, social and medical maintengm=irance).

Is primary, insurance contributions were not ineldidnto tax system and were
regulated only by the special insurance legislatibiowever in 2016 legislator has
included insurance contributions in tax systemhasseparate type of payment. In this
connection, is formed the term «laws on taxes, ,dnsgarance contributions», and TCR
has established principles of levy by insuranceritarions, including essential eleménts

Let's short consider essential elements:

Payersof insurance contributions are the persons whareants according to
federal laws on concrete types of obligatory saaislirance:

1) Persons realizing payments and other compensatibonatural persons:

*QOrganizations;

*Individual businesspersons;

*Natural persons which are not individual businesspns;

2) Persons who realize private practice (i.e. adtas; notaries etc.).

Objectof levy by insurance contributions (except for lainases) are payments
and other compensations in favour of the naturedques, liabling to obligatory social
insurance according to the federal laws on conctgpes of obligatory social
insurance (except for lawful cases).

Base is the sum of payments and other compensationsdadaparately
concerning everyone payer of insurance contribgtibam beginning of the settling
period by the accruing result.

Settling periods calendar year.

Accounting periodsire the first quarter, half-year, nine monthsaléodar year.

Tariff of the insurance contribution is fixed by Sectigrof TCR.

The payercounts and paythe insurance contributions independently, buteand
the control of tax authorities.

We will not analyze insurance contributions in thespecial part of our
schoolbook as we believe that the legislator has chosen thengvconception.
Insurance contributions have all attributes of &a. t80, in our opinion, it was
expedient — to classify insurance contributionthastype of tax.

2.3. Special tax regimes
For the first time the rule containing definitiondatypes of special tax regimes,

has been entered by Tax Code of the Russian Fenef@tm 18). In connection with
tax reform and formation of part 2 of Tax Code fib@eral lawNe 33 from 3/24/2001

! On insurance contributions in the Pension Fundhef Russian Federation, Social
Insurance Fund of the Russian Federation, Federadl Bf Compulsory Medical Insurance and
territorial funds of compulsory medical insurantederal law of the Russian Federation from
July 24, 200e 212 // Rossiiskaya Gazeta. — 2009. — On July 24.

2 On alteration in the part first and second of Tode of the Russian Federation in
connection with transfer to tax authorities of posveon administration of insurance
contributions on obligatory pension, social and io&dinsurance: federal law of the Russian
Federation from July 3, 201%& 243 [Electronic resources] // URL: http://www.pcagov.ru.
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has established, that item 18 of TCR is instaltechfthe date of abrogation of Law of
the Russian Federation «On bases of tax systehe iRtssian Federatioh»

Then the federal law from 12/29/200@ 187 has entered new point 3 in item 18
of Law of the Russian Federation «On bases ofyatem in the Russian Federation»
according to which by acts of the legislation oreaand dues can be provided the
establishing of special tax regimes (systems addittar) according to which entered
the specific procedure of calculation and paymértaxes, including replacement of
the complex of taxes and dues provided by the &dw by one tak

Thus definition of special tax regimes to 1/1/20@&s given not in the item 18 of
TCR, but item 18 of Law of the Russian Federati@n<ases of tax system in the
Russian Federation» in editorship of the federal M 187 from 12/29/2001 (we
observe casual coincidence of numbering of thesjei connection with abrogation
with 1/1/2005 of Law of the Russian Federation «aases of tax system in the
Russian Federation» special tax regimes are regliat TCR.

It is written much about special tax regimes, hovweevmost compactly it was
made by A.Yu. II'yif. As has correctly noted A.Yu. II'yin referring ¥oV. Sokirko,

a taxation method at which all types of the paymemd control over small business
are replaced with one type of a payment for a ptaigane in advance paid general tax
(«annual patent») on in advance certain («imputpdsgeeds is a version of the main
thing in Ancient Russia capitation. Necessity oé u$ special tax regimes is caused
by that at collection of taxes and dues frequeritlyis necessary to consider
distinctions in the economic status of taxpayestaeir activity, as well as specificity
of functioning of some administrative units in whiterritory specific stipulations of
managing or protection regimes work. The specialrégime differs, first, narrower
sphere of tax legal relations that allows viewitgydontent within the limits of the
general regime of regulation of tax relations. ity the fixing of a special tax and
legal regime is based on special rules of tax lavickv have a priority in relations
between the general and special (A.S. Matinov)cBpéax regimes are the important
element of tax system having stimulating influenoesntrepreneurial activity of some
groups of taxpayers. Having now enough difficulsteyn of taxation at federal,
regional and local levels, the state aspires t@kfiynfor certain persons a procedure
of payment of taxes by considerable reduction ohlper of the tax payments which
are subject to payment by such persons. Havingeubtihat Tax Code of the Russian
Federation defines only types of special tax regianed consequently various authors
differently approach to this problem, A.Yu. llyiagses to their analysis.

* A.B. Tolkushkinproposes under a special tax regime to understasykcific
procedure of calculation and payment of taxes ames dluring a period of years, used
in cases and in order, which are established byJ@de of the Russian Federation
and the federal laws enactedaccording to it.

* 0.4. Bondarenkaconsiders, that a special tax regime is the spesytem of
taxation, provided by TCR and installed by the kgislation, providing a special
procedure of calculation of taxes and dues, as agetieplacement of some taxes and
dues subject to payment with the uniform tax (dwhere the specific system of
taxation is understood as an especial order obfisperating taxes and dues by some
categories of subjects of business.

! Collection of Legislative Acts of the Russian Fedien. — 2001. Ne 13. — Item 1147.

% Rossiiskaya Gazeta. — 2001. — On December 30.

® II'in A.Yu. Special tax regimes: legal mechanisfruee, development and perfection //
The Financial Law (journal). — 2011 Ne 3.
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* According to I.V. Zinov'ev sopinion, special tax regimes are allocated in
comparison with the general procedure of the tarathat they are the active,
dynamical instrument of a tax policy, the employeainly for realization of its
stimulating problems.

As a result, A.Yu. II'yin has drawn the followingnclusion: from scientific
viewpoint, special tax regimes are complex of tlgal norms fixing such
modification of the general procedure of occurremegcution and stop by the person
of the tax duties which results in to consideraieplification of a mentioned general
procedure, including by replacement of complexutfes on payment of some taxes a
duty on payment of uniform payment, to reductiorihe sizes of tax withdrawals, as
well as to full or partial liberation from paymeufttaxes and dués

From the point of view of the legislatospecial tax regimes are the specific
procedure of determination of elements of the taratas well as liberation from a
duty on payment of some taxes and dues.

We consider as the most universal our positiancording to which thepecial
tax regimeis a replacement of certain complex of taxes aresdvith one payment, or
other specific legal order of their calculation grayment.

Special tax regimes are various, and therefore tagybe classified by various
criteria (i.e. subject, object etc.). Classificatiby tax system levels on federal,
regional, local is represented to the most convenie

Federal special tax regimgre established and installed by TCR)

*Simplified taxation system (simplified system bakttaxation)

*Uniform agricultural tax

*System of taxation in the context of the perforwarof production sharing
agreements

*System of taxation in special economic zones

Regional special tax regimes

*Patent system of taxation — the special tax regisnestablished by TCR, but
installed by the law of the Subject of the Russ$taderation in its territory.

Local special tax regimes

*Unified tax on imputed income of individual entrepeurs. The special tax
regime is established by TCR, but it is installeg e legal act of a local
representative body of the power on municipal unésritories.

Legislative (representative) public authorities 8ubjects of the Russian
Federation and representative bodies of municipédns in lawful cases have the
right to establish on special tax regimes:

*Business types, concerning which the correspondpegial tax regime can be
used

*Restrictions on transition on a special tax regand on special tax regime use

*Tax rates depending on categories of taxpayerdasthess types

*Features of determination of tax base

*Tax privileges, as well as grounds and procedtitbair use

Y I'in A.Yu. Special tax regimes: legal mechanisfruse, development and perfection //
The Financial Law (journal). — 2011 Ne 3.
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Various types of special tax regimes are in detaihlyzed in corresponding
themes of a course of tax law. Special tax regiaresconstantly improved. Earlier
operating inefficient special tax regimes have Hegndated, or are replaced by other
regimes or taxes.

EXAMPLES

* System of taxation in restricted administrativel &grritorial entities (RATE).

The special tax regimes differed great numberoptavileges that allowed to use
BUT as tax haven on lawful grourtdsiowever, now tax privileges are not in RATE.

* System of taxation in free (special) economic gone

The system differed regulation of concrete zondg by the some federal lafs
On all such zones tax privileges have been suspénde

However, then legislators have come to a correatlosion, that without special
and free economic zones it is impossible to invalwestments on some problem
territories and that harm are not privileges, blosemce of the effective financial
control in zones and imperfection of legal regolatiTherefore the state has replaced
a large quantity of laws with the base federal Evout special economic zones at
preservation of the special federal laws regulatthg most unique territories
(Kaliningrad oblast, Magadan oblast, Republic dfi@@a, Sevastopol).

In the majority of special tax regimes (apart frésnvful cases) the general rule
operates — the taxpayer using a special tax regloes not pay:

*Organization profits tax or proceeds of naturaisoas

*Corporate property tax or natural persons

*Value-added tax

These taxesre replacedwith one paymentOther taxes and dues are paid in
accordance with general practice.
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Chapter 3. LEGAL BASES OF TAX DUTY

3.1. Conception of tax duty.

3.2. Taxation essential elements.

3.3. Representation in tax legal relations.
3.4. Tax authorities.

3.1. Conception of tax duty

The legislative ground of a tax duty is the itemddTTonstitutions of the Russian
Federation according to which everyone is obligegay lawfully fixed taxes and
dues. The rule is concretized in items 19, 44 oRTHence, dax dutyis a duty of the
payer on payment of lawfully fixed taxes or dues.

The problem consists in justice of the taxationsesance of its principlés
Besides, in the literature attempts to identify aapt «tax duty» and «tax
obligation», — as continuation of theories of tlwr®mic obligatioh and financial
obligatior? (which authors persistently try to introduce aegary «obligation» in
public law sphere). For exampleS. Bordjug (Polischukjlefines the tax obligation as
a legal relation accruing during an economic catioh at redistribution of material
benefits between public and private subjects irchviiiameworks the obliged subject
should execute a duty on transfer to the authorigebject of tax payment in
established period, and the authorized subjectthasright of the requirement of
execution of this duty under the threat of use efisures of state compulsfoithe
illogicality of such approach is appreciable at encthe author defines the tax
obligation by ... a duty, i.e. to itself contradict.

Foreign authors (who correlate corresponding nati@mnd Russian problems)
also write about a correlation of tax «duties —igailons». So,l.L. Samsin(the
honoured jurist of Ukraine) believes, that it ist mecessary unequivocally to do a
conclusion about impossibility of use of a categembligation» in public law
branches. In his opinion, the category of the tiabigation completely corresponds to
the nature of relations between the payer and thie $n the name of authorized
bodies. The tax obligation should be consideredh asomplex category, as legal
relations which, on the one hand, occur from unempdl imperative command of the
state, and with another — assume certain recigrafitights and state and taxpayer
duties, when satisfaction from the payer assigtistya to the state to use the collected
resources for the designated purpose

Regretfully it is necessary to ascertain, thattémen «tax obligation» in 2001 has
been literally introduced in legal practice by Citnsional Court of the Russian

! Demin A.V. Principle of definiteness of the tagat the monograph. — M.: STATUTE
publishers, 2015.

2 Paul A.G. The obligations property relations guéeaing formation of proceeds of
budgets (budgetary-legal aspect) // The Finanaal [journal). — 2006. Ne 9.

3 Zapolskij S.V. Debatable questions of the thedrfirmncial law: the monograph. — M.,
2008. — Pp. 124-138.

“ Petrova G.V. Tax law. — M., 1999. — P. 55; Polisiic].S. The tax obligation in Russian
law: dissertation abstract of the Ph.D. thesismsig 2009. — P. 11.

®> Samsin I.L. Correlation of concepts of the taxydamd tax obligation // The Financial
Law (journal). — 2012. Ne 3.
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Federatioh It has noticed that tax obligations of citizems a direct consequence of
their activity in economic sphere and consequenttyssolubly with it are connected.
The entries of the citizen in civil legal relatiopsecede, as a rule to occurrence of tax
obligations. That is, taxes obligations are basedial-law relations or are close with
them are connectédrurther Constitutional Court of the Russian Fatien began to
use a word-group «tax obligation» as the self-entidlernt, i.e. as a matter of fact, has
acted in a role of the legislator though no hadlampowers. As Constitutional Court
of the Russian Federation have the right to telstsrof law on their conformity to
Constitution of the Russian Federation, but itds authorized to change terminology,
statutory and not contradicting Constitutions @& BRussian Federation.

The position of Constitutional Court of the Russkteration is represented to
us doubtful from the point of view of legality,vasll as categorical, inconsistent and
unreasoned.First of all, Constitution of the Russian Fedematiuses a category
«duty», from which cannot be a term «obligationteTegal effect of the rule of
constitutional law above judicial rule even if & & question about Constitutional
Court of the Russian Federation.

The court refers to primacy of the civil legislatiocHowever according to item
307 of Civil Code of Russia (CCR) owing to the ghlion one person — the debtor, is
obliged to commit certain actions in favor of othmmrson — the creditor, and the
creditor have the right to demand from the debs@cation of his duty. Obligations
accrue — from contracts and other bargains, owing tausing of harm, owing to
superficial enrichment, as well as from other gdsirspecified in CCR. Supreme
Court of the Russian Federation argues about @ligzah the same way

But the payer in tax legal relations is not the ekas he a must to pay by Tax
Code of the Russian Federation (TCR), instead dfigoto the bargain, and he does not
repay someone a debt, and gives the property fgnasly to the budget. The duty to pay
the tax or due accrues only on the grounds spedifid CR, but not in CCR. Unlike the
obligation, a tax duty is always the unilateraleTgayer a must to list in a type of tax in
favour of the states a part of the property, anddtieing receives in exchange.

Items 1-2 of CCR fix equality of participants ofatons regulated by them taking
into account freedom of the civil-law contract. Aas correctly noted Constitutional
Court of the Russian Federation, owing to item%9,34 and 35 of Constitution of the
Russian Federation and the legal propositions efs@oitional Court of the Russian
Federation based on them, the freedom of civil-tyeements in its constitutional
and law significance assumes observance of preipf legal equality and the
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coordination of free will of the parties. Hencentractual obligations regulated by the
civil legislation should be based on equality af gharties, autonomy of their will and
property independence. Subjects of civil law aeefin an establishing of the rights
and duties based on contract and in revelation yf elauses of contract not
contradicting to the legislation (item 1 of CCRBut with reference to a tax duty there
is no equality of participant® private and legal sense, but only in public Eense.

As has fairly specified Constitutional Court of thussian Federation, the
equality principle of all before the law guarantédsntical rights and duties for the
subjects who are related to one category, and doesxclude possibility of an
establishing of various stipulations for variousegmries of subjects of law. In the
taxation, equality is understood, first of all,the uniformity, neutrality and justice of
the taxatioh Then Constitutional Court again has underlind} bwing to items 19,
57 Constitution of the Russian Federation the tawmashould be based on the
constitutional principle of equality which excludeggving to taxes and dues of
discrimination character and possibility of thedrious use, including depending on a
form of ownership. In the taxation equality — iffiist of all the uniformity, neutrality
and justice of the taxation. It signifies, thatritleal economic results of activity of
taxpayers should attract identical tax burden &rad the principle of equality of tax
burden is violated when certain category of taxpagee given others in comparison
with other taxpayers a stipulations, though betwé&®em there are no essential
distinctions which would justify unequal legal réafior’.

Hence, Constitutional Court of the Russian Federatactually denies own
positionconcerning a tax duty when names its obligati@n,assentially distinguishes
the duty in public law from obligation in privataw. Therefore we believihat there
are enough legal norms of TCR sending in necessags to private and legal.

As has correctly specified in this connection Cibatibnal Court of the Russian
Federation, in item 11 of TCR it is fixed, thattingions, concepts and terms of civil,
family and other branches of the legislation of Biessian Federation, used in TCR,
are used in that significance in what they are ugedorresponding branch of the
legislation if other is not provided by T¢R

The concept of the tax obligation has subjectedléshing and fair criticism
I.I. Kucherov (we recommend necessarily studyirsatticle§. In our opinion, the tax
obligation is an incorrect designation of a tax yligome civilists which cannot be
used in a public tax law.

There are also other viewpoints about concepttakaluty. For example, the tax
duty is defined as a duty of payers to carry ogaleequirements of tax authoritfes

! Ruling of Constitutional Court of the Russian Fedien from November 27, 2008.
Ne 11 [Electronic resources] // URL: http://www.pragov.ru.
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® Bryzgalin A, Zaripov V. Comments of substantiveoyisions of Tax Code of the
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In this case, it appears, authors unreasonablydwelj that the tax duty is generated by
will of tax authorities.

In this connection the natural question on grousidsccurrence, alteration and
termination of tax duty accrues, i.e. about juidlitacts. Only TCR and acts of the
legislation about taxes and dues correspondingameigroundf occurrence and (or)
duty alterationson tax or due payment (item 44 of TCR). Hence, ognmto force of
the law for the payer is event as a juridical tgpe.

GROUNDS TERMINATIONf a duty on tax or due payment can be grouped on
types of juridical (legal) facts based on p. 3tefn 44 of TCR:

1. EVENTS:

* Coming into force of the law stopping paymenttod concrete tax or due.

* Death of the payer or recognition his diedas c#jme civil proceeding. In this
case the tax duty is terminated only for died, ibatcrues concerning his successors
if they have received the inheritance. Successpayr arrears, fines and penalties of
ancestors within cost of hereditary property. Herlge indebtedness of the person or
the person announced died, is repaid by successibiisi cost of hereditary property
in the procedure established by the civil legiskatof the Russian Federation for
payment by successors of ancestors debts (itemdfiICER).

2. LAWFUL ACTIONS:

* Payment of the tax or due by the payer.

* Liquidation of organization-payer after carryingut by the liquidating
commission of all settlements with budgets of @ldls (item 49 of TCR).

As has noted Constitutional Court of the RussiamleFaion, having wide
arbitrary powers in taxation sphere, the legislat@mvertheless, cannot operate any
way. The taxation mechanism should guarantee cdemgses and timeliness of
collection of taxes and dues from the obliged pessand simultaneously — proper
legal character of activity of authorized bodied ahe officials connected with
withdrawal of resources of the taxation. At the saimime, as the duty to pay lawfully
fixed taxes extends in an equal measure on allatgeqs, the legislator at making of
normative-legal mechanism the taxation of econoohiects should to also consider
legally significant characteristics of the subjeicsluded in sphere of the taxation so
that features of their legal status did not ses/@mmobstacle for realization of the tax
duty assigned to them. For example it related éostate educational institutions of
tertiary-type A for which (owing to specificity dheir legal status as budget-funded
entities) payment of taxes and dues in the ordedfby the legislation on taxes and
dues, simultaneously is execution of the financtahmitment of fund receivers of the
federal budget, that, in turn, is fixed by legatme of the budgetary legislatibn

3.2. Taxation essential elements

There are serious scientific works about legalcstme (legal construction) of
taxes and due, i.e. as a matter of fact, aboutitaxassential elemerits

We will interpret the question within the limits tie understanding, not losing
sight new scientific researches. For examplel.linkucherov's work are resulted
following definitions of taxation essential elementof different authors:

! Ruling of Constitutional Court of the Russian Fedien from June 22, 2008t 10
[Electronic resources] // URL: http://www.pravo.gay.
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1) legislatively formalized, spatio-temporal, ploai cost, actual and other
characteristics of circumstances and material waulgjects, as well as a procedure of
calculation, documentary fixing and entering by peeson of the concrete sum of the
tax (O.A. Nogina); 2) generic features reflectigial and economic essence of the
tax (N.E. Zayats); 3) fundamental, intrinsic chéesastics of the tax which form the
basic conception about the content of the tax masha (N.P. Kucherjavenko);
4) internal initial functional units which in the omplex also make legal
designs(constructions) of corresponding tax paymért Kucherov)In our opinion
the definitions are artificial complicated. Thenmefave propose more clearly.

Taxation essential elementsre such elements without which tax duty occurrence
is impossibleThey form legal structure of the tax, due and $igthiat taxes and dues
cannot be established by only one declaration.

As has underlined Constitutional Court of the RassiFederation, the federal
legislation on taxes and dues should form propeulsttions of execution of a tax
duty that assumes, in particular, at an establistih federal taxes fixing of all
elements of a tax duty, including the — object axXation, tax base, procedure of
calculation and tax payment ets.

Observance by the federal legislator of the camgtital requirements of formal
definiteness and completeness of elements of dugxand the regarding of objective
characteristics of the economic-legal content & taix guarantee efficiency of the
taxation and a reality of its purposes, as weldlé®sny taxpayers to pay duly the tax,
and to tax authorities — to realize the controlraa&ions of taxpayers on payment of
taxes in the budget

Hence, taxes are considered lawfully establishéginrthe event that exclusively
federal law (TCR) fixes akkssential elements (stipulations) of the taxatitmwhich
according to item 17 of TCR and legal propositi@fisConstitutional Court of the
Russian Federation related to:

*Taxpayers

*Object of taxation

*Tax base

*Tax rate

*Tax period

*Tax calculation procedure

*Procedure and deadlines for the payment of tax

Further last two elements with the purpose of opzétion we will unite in one
under the name ealculation and payment procedure.

Absence in the federal law at least one of thediglements or indistinct (i.e.
supposing other interpretation attracting detetiona of position of the payer)
interpretation is a ground for contest of the lamcourt by jurisdiction rules. Acts of
the legislation on taxes and dues should be fotedlgo that everyone precisely
knew what taxes (dues) when and in what procederghiould pay. All ineradicable
doubts, antinomies and ambiguities of the actsirdaegpreted in favour of payers of
taxes and dues (item 6 of TCR).

Following logic, all abovementioned rules should used with referencéo an
establishing of dueddowever the legislator has selected more indistiochulation
and has specified that an establishing of dues their payers and le@meints are

! Ruling of Constitutional Court of the Russian Fedien from June 22, 2008t 10
[Electronic resources] // URL.: http://www.pravo.gay.
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fixed with reference to concrete du&sich position that speaks, that all complex of
essential elements has not been fixed in all navenétgal acts about dues.

The indistinct formulation of the legislator coneieilg an establishing of dues and
their elements has allowed by Constitutional Caafrtthe Russian Federation to
declare, that in the cases directly provided by fdderal law, Government of the
Russian Federation according to the constitutippalers can provide in statutory acts
dues and their elements (rates etc.).

By examples of such dues have been named: dut@spatenting of inventions,
useful models, production prototypes, registratifntrademarks, service marks,
appellations of places of an origin of the goodi¢cence grant appellations of places
of an origin of the goods; a payment and its lingtisizes — for environmental
pollution, disposition, others of an adverse eftgpe; other dues collected in a public
law procedure if they are not taxes (have no taraitter) and are supposed on sense
of the federal law assigning regulation of exeautiof duties fixed by it on
Government of Russia. Such dues should be argutvadly establish in terms of
items 57 of Constitutions of the Russian Federation

It appears, such legal proposition of Constitutio@ourt of the Russian
Federation allows to Government of the Russian Rdide to provide at own
discretion any dues and their rates, referring lamket rules of the corresponding
federal law, i.e. on the legal norms which arecwmttaining the exhaustive list of dues
and elements of concrete dues, not limiting agtiat an executive branch of the
power and promoting strengthening of tax burden.

From our point of view, the word-group "lawfully teblished" should be taken
literally as it related to by item 57 of Constituts of the Russian Federation not only
to taxes, but also to dues.

With the purpose of optimization of tax systemsitriecessary for legislator to
stop the practice, allowing delegating powers a@mgj of dues and their elements to
power executive powers. Not only taxes, but alsesdghould completely (i.e. with all
elements) it to be provided by Tax Code of the Rus§ederation. Such approach
will not allow expanding the list of obligatory pagnts, which and so it is greaet's
pass now to the analysis of each element of thaitax

TAXPAYERS, PAYERS OF DUES

Taxpayers, payers of dues will be designated byurtber the uniform term
"payers" or "subjects" at disclosing of the genei@ them questionslhus we will
agree that at tax legal relations the taxpayemHagitimate intereét

All payers can be related to subjects of a tax distyo one of types of subjects of
tax law or tax legal relations. Subjects are noifiearm, and therefore can be classified
by various criteria. Optimum criterion it is podsilbo declare as the legal status of the
payer.

On a legal status of all payers of taxes and duds possible to classify on
organization and natural person3he legislator (item 19 of TCR) also adheres to
similar classification.

! Determinations of Constitutional Court of the RassFederation — from December 10,
2002 Ne 283 and from December 10, 20Q% 284 [Electronic resources] // URL:
http://www.pravo.gov.ru.
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Organizations (item 11 of TCR) are the juridical (legal) persof@med
according to the legislation of the Russian Fedmnafi.e. Russian organizations) as
well as the — foreign juridical persons, compara@sl other corporate formations,
having civil legal ability and formed accordingttee legislation of the foreign states,
international organizations, filial agencies angresentative offices of the foreign
persons and the international organizations fornvedterritory of the Russian
Federation (i.e. foreign organizations).

Hence, organization is the collective subject of a tax dutythe word
«organization» has occurred from Latin «organizée - inform a harmonous type, |
arrangeAs a matter of fact, organization is understooadssociation of the people is
collective realizing the program or the purpose apérating of based on certain
regulations.

Organizations(depending on the law, based on which they amaddjcan be —
Russianforeign, residents, non-residents.

Natural personis the individual subject of a tax duty.

Types of natural persons and their definitions et@dance with Federal law
«On citizenship of the Russian Federation» are:

*Citizen of the Russian Federation — is the perdwaving citizenship of the
Russian Federation;

*Foreign citizen — is the person, having citizepsbf the foreign state and not
having citizenship of the Russian Federation;

*Person with a dual citizenship — is defined by th&ernational treaty of the
Russian Federation;

*Stateless person — is the person who is not beigntp citizenship of the
Russian Federation and not having proofs of ansaceg to citizenship of other state.

Types of natural persons in accordance with itenoflICR are:

*Individual businesspersons;

*Other natural persons

—0Or -

*Residents (actually are in Russia not less tha&hdeg/s);

*Non-residents

The age and competencef natural persons have no significance as the law
provides the mechanism of execution by them ofxadtaty by legal representatives.
Features of execution by different types of paypéis tax duty can be established only
by TCR and the normative legal acts based bwritthe international treaty of the
Russian Federation.

Features of some subjects of a tax duaye reflected by legal norms of TCR
(item 11 and others). Owing to legal norms of lastitutions, concepts and terms of
civil, family and other legislation of the RussiBaderation, used in TCR, are used in
that significance in what they are used in thesadites if other is not provided by
TCR.

In this connection item 11 of TCR is added by reems, namely:

*Foreign structure without formation of legal penseis the organizational form
formed according to the legislation of the foregjate (territory) without formation of

1 On the approval of rules of presentation by resisi¢o tax authorities of reports on
turnover of resources under accounts in banks dmutsf territory of the Russian Federation:
decree of Government of the Russian Federation Deaember 28, 2008 819 // Collection
of Legislative Acts of the Russian Federation. 8&0-Ne 2. — [tem 188.
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legal person (in particular, fund, partnership, oa&tion, trust, other form of
realization of collective investments and (or) ficry managements) which according
to the personal law have the right to realize thevity directed on extraction of
proceeds (profit) in interests of the participafgbareholders, principals or other
persons) or other beneficiaries;

*Foreign financial intermediaries — is foreign dtoexchanges and the foreign
depositary clearing organizations included in tbg tonfirmed by Central bank of the
Russian Federation in coordination with Ministry &inance of the Russian
Federation;

*Public companies — is the Russian and foreign mimgdions which are emitters
of which (or depositary receipts on which) have emgdne procedure of listing and
(or) have been admitted to the circulation at oneawveral Russian stock exchanges
having the corresponding licence, or the stock arghs included in the list of foreign
financial intermediaries.

Chapter 3.4 “Controlled foreign companies and caliing persons” included in
TCR and contains following positions! Theontrolled foreign company by the
generalization, recognizes the foreign organizatgatisfying simultaneously all
following stipulations: 1) organization is not rgmized by the tax resident of the
Russian Federation; 2) controlling person of org@atidon is organization and (or) the
natural person, recognized tax residents of thesiBusFederation. The controlled
foreign company also recogniziEseign structurewithout formation of legal person,
the controlling which person is organization and tbe natural person, recognized
tax residents of the Russian Federation.

By the controlling person of foreign organizatiomre recognized following
persons: 1) natural or the juridical (legal) perswhich participatory share of
participation in this organization makes more tH#h percent; 2) natural or the
juridical (legal) person which participatory shareparticipation in this organization
(for natural persons — together with spouses amsbmghildren) makes more than 10
percent if the participatory share of participatiohall persons recognized by tax
residents of the Russian Federation, in this omgaioin (for natural persons — together
with spouses and minor children) makes more thapesfent; 3) person, concerning
which participatory shares of participation in orgation are not observed lawful
stipulations, but thus realizing the control ovects organization in the interests or in
interests of the spouse and minor children.

By the controlling person of foreign structusithout formation of legal person is
recognized: 1) founder (establisher) of such stmegt2) other person who is not its
founder (establisher) if such person realizes tmgrol over such structure.

Control over organization recognizes rendering or possibility to make
determining influence on the decisions enacted Hiy érganization concerning of
distribution by received by organization profitaftthe taxation owing to direct or
indirect participation in such organization, papgations in the contract (agreement)
which subject is administration of this organizatior other features of relations
between the person and this organization and {ber@ersons.

Control over foreign structurewithout formation of legal person recognizes
rendering or possibility to render determining urtfhce on the decisions enacted by
the person, exercising administration by actives sath structure, concerning
distributions of the received profit (proceeds)enfthe taxation according to the
personal law and (or) constituent documents ofdtriscture.
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At the same time TCR has put in practice specific subjects of a tax dut§ror
example, TCR put in practice the concept of intpetiglent persons.

Interdependent persons are any persons, relations between which can indele
stipulations or economic results of business (i#€nof TCR).

It is possible to allocate followingriteria of determination of interdependence:

1. Direct or indirect participation of one organipatin another at a rate of more
lawful total participatory share of participation;

2. Official submission of one natural person to aeot

3. A status in ancestry or connexion (i.e. spouadsptive fathers and adopted,
curators and sponsored);

4. A judicial decision about recognition of persomderdependent if their
relations can influence on results of bargains ealization of the goods, works,
services;

5. Can be other criteria.

Interdependence attracts legal consequentresase of recognition of persons
interdependent tax authorities acquire a rightesi torrectness of use of the prices
under bargains. If, for example, the prices aresuestimated, the tax authority has the
right by the motivated decision charge in additiares and fines (item 40 of TCR).
Section V.l of TCR («Interdependent persons. General provésiam the prices and
the taxation. Tax control in connection with fulfiént of bargains between
interdependent persons. Agreement on pricing»)geaignificance of interdependent
persons in pricing.

For realization of a tax duty, payers are allocatleyl corresponding rights and
duties.

Taxpayers in lawful cases have the rigtitem 21 of TCR):

*To receive in a place of the record-keeping frar authorities the gratuitous
lawful information (including in writing), as welhs forms of tax declarations
(calculations) and an explanation about a procediiieeir filling;

*to receive from Minfin of Russia and financial besl of Subjects of the Russian
Federation and municipal unions written explanaiooncerning tax legislation uses;

*to use lawful tax privileges;

*to receive legally the deferment, instalmentshar investment tax credit;

*on timely offset or return of the sums of undulgigh or unduly collected the
taxes, fines, penalties;

*on realization of collective with tax authoritied verification of calculations
under taxes, dues, fines and penalties, as walhagceiving of the act of collective
verification of calculations under the taxes, ddie®s and penalties;

*to represent the interests in the relations regdldy the legislation on taxes and
dues, personally or through the representative;

*to represent to tax authorities and their offisiaf the explanatory on calculation
and payment of taxes, and under acts of the tgeat®ns;

*to be present at carrying out of exit tax inspaati

*to receive copies of the act of tax inspection dedisions of tax authorities, as
well as tax notices and requirements on paymetaxas;

*to demand from officials of tax authorities andhet authorized bodies of
observance of the legislation on taxes and duelfiitment of actions by them
concerning taxpayers;

*not to carry out wrongful acts and requirements tak authorities, other
authorized bodies and their officials, mismatchim CR or other federal laws;

40



*to appeal acts of tax authorities, other authalipersons and actions (failure,
inactivity) of their officials;

*on observance and preservation of tax secret;

*on compensation in full volume of damages (i.anptex of the real damage and
loss of profit) by illegal acts of tax authorities illegal actions (inactivity) their
officials;

*on participation in the review process of mateyiaf tax inspection or other acts
of tax authorities in the cases, provided by TCR;

*and other rights, fixed by TCR and other acts lué tegislation on taxes and
dues.

Payers of dues have the same rights as taxpayers.

Taxpayers in lawful cases musfgem 23 of TCR):

General duties:

*to pay lawfully established taxes;

*to be registered in tax authorities;

*to realize in accordance with established procedtire accounting of the
proceeds (expenses) and objects of taxation;

*to represent to tax authority in an accounting cplatax declarations
(calculations);

*to represent to tax authority on the residencehef individual businessperson,
notary had by private practice, advocate who hasded an advocatory office, on
demand of tax authority the book of the accountifigoroceeds and expenses and
economic transactions; to represent to tax authont the organization location the
annual accounting (financial) accountability;

*to represent to tax authorities and to their adfiic the documents necessary for
calculation and payment of taxes;

*to carry out legal requirements of tax authorityoat elimination of detected
violations of the legislation on taxes and dueswal as not to interfere with lawful
activity of officials of tax authorities at exeooti by them of the official duties;

*to perform other duties provided by the legislatmn taxes and dues.

Additional duties:

Taxpayers — organizations and individual businessmes besides the general
duties are obliged to inform in tax authority aatingly on the organization location
and (or) residence of the individual businessperson

*about the participation in the Russian organizagiolapart from cases of
participation in economic partnerships and limitesponsibility societies);

*about all separate subdivisions of the Russiammiation formed in territory of
the Russian Federation (apart from filial agen@es representative offices), and
alterations in data earlier informed in tax auttyooin such separate subdivisions:

*about all separate subdivisions of the Russiaramation in territory of the
Russian Federation by which activity is stopped thganization (which is stopped by
this organization):

Taxpayers — natural persons under the taxes pambhban of tax notices, besides
the general duties, till December 31 of the yedofong the expired tax period, are
obliged to inform on having at them objects of rpadperty and (or) the transports
declared as objects of taxation under corresponthgs, in tax authority on a
residence or on the location of objects of reapprty and (or) transports in case of
non-receipt of tax notices and non-payment of taxiesoncerning the objects of
taxation during possession of them.
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Taxpayers are obliged to notify tax authority aatiogly on the organization
location, natural person’s residence:

*about the participation in foreign organizations;

*about founding of foreign structures without fortma of legal person, as well
as about the control over them or an actual righthee proceeds received by such
structure (including cases when the taxpayer athe founder of such structure or
the person having an actual right on proceeds i{pwaff such structure in case of its
distribution);

*about the controlled foreign companies, concernifdch they are controlling
persons.

Foreign organizations and also foreign structurédhout formation of legal
person, having the property declared by objectagétion according to item 374 of
TCR, are obliged to inform in tax authority on tesf object of real property of data
on participants of this foreign organization (fordign structure without formation of
legal person — data on its founders, beneficiaigsmanaging directors).

At having at foreign organization (foreign stru@uwithout formation of legal
person) the several objects of property specifleava, the message is represented in
tax authority on the location of one of objectgpadperty for choice this person.

Payers of duesre obliged to pay lawfully established dues angdrform other
duties fixed by the legislation of the Russian Fatien about taxes and dues.

Additional rights and duties can be establishedtiny customs legislation at
moving of the goods through customs border.

OBJECT OF TAXATION

Definition of objects of taxation is proposed bgaence and TCR.

Scientists define object differently, — as:

*Ground of sanction of the tax

*Juridical (legal) facts generating a tax dity

*Concrete matters of a material wotld

The TCR proposes to other definition (item 38).

Object of taxationis all that has cost, quantitative or physicalrabteristics, and
is connected with tax duty occurrence. Each taxihdspendent object of taxation.
Objects are non-uniform, and therefore are claskifiy various criteria. Optimum and
corresponding to TCR is represented to such ariteds the object content.

Typesof objects of taxatiounder the content argeneral, special. Thgeneral
objectis a property in understanding of item 36 of TCR and item 128GE£R,
namely: things, money, securities, and other ptgp&roperty rights excludes from
concept of property by Tax Code of the Russian Fedida.

Special objectinclude the goods, works, services and income.

1. Goodsare the any property realized or intended forizatibn, as well as other
property in understanding of the customs legistatio

2. Work is the activity, which results has material fomdaan be realized.

! Tsypkin S.D. Proceeds of the state budget of USSR., 1973. — P. 60.
2 The big law dictionary. — Mentioned writing. — B37; Taxes and tax law. — M.:
ANALYTICS-PRESS publishers, 1997
% Item 5 of Law of the Russian Federation «On basfetax system in the Russian
Federation» — now it does not operate, but it isduly scientists at definition of object of
taxation.
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3. Serviceis the activity, which results has no materiahfpbut are realized and
consumed.

The list of that is not recognized by realizatidntlee goods, works, services,
contains in TCR. For example, realization of thensactions connected with the
circulation of the Russian or foreign currency, rdfram numismatics (numismatics is
a collecting of coins).

At realization of the goods, works or servicestdx reasons the great value has
correct determination of theirice. The technique of such determination is expounded
in item 40 of TCR.

Thus the price is enacted such what is specifieldnsaction parties.

Abnormality of the price should be proved by thosbo doubts in this
correctness. If abnormality is not proved — theceoris considered correct. At
determination of market prices bargains between peysons are taken into
consideration. If in the bargain interdependensgpes participated, the tax authority
have the right to test correctness of the price official source of the information in
market prices for the goods, works and serviceseamhange quotations. Official
source of the information in market prices for @p@ods, works and services are
exchange quotations (item 40 of TCR).

Exchange quotation is a registration by exchange bodies of spontamgous
developed prices of securities (shares, bonds}tengrices for some exchange goods
of taking into account taken place stock-excharegg] reflects a supply and demand
correlation on the goods. The quotation is usedhegy quotation commission and
published in exchange lists of wholesale priceshefgoods. Court has the right at
determination of results of the bargain to considlee any legally relevant
circumstances influencing on the prices and objefctaxation (point 12 of item 40 of
TCR).

Following special object of taxation is the income.

4. Income is any economic gain. Income forms are monetarynaiural. The
income is considered only at possibility of itsimstion.

From here, are allocated suatinciples of determination of incomas:

*Economic expediency;

*Formal definiteness;

*Estimation possibility.

Income is non-uniform, and therefore is classifigdsarious criteria.

Types of income on a receiving metffivein 42 of TCR):

*Internal income — is the income received from sesrin the Russian Federation;

*External income — is the income received from sesroutside of the Russian
Federation.

Types of income by the form activity: dividends eerests.

Dividends— are the any income received by the sharehold#veoparticipant of
organization according to the TCR, CCR, federalslaws well as dividends in
understanding of the legislation of the foreigries{@tem 43 of TCR).

Are not related to dividends:

*Payments at organization liquidation in favour tife shareholder or the
participant, not exceeding their contributionshia brganization capital;

*Payments in favour of shareholders or participarfitsrganization in the form of
transfer of stock of the same organization in ttuperty;

*Payments from noncommercial organization to wasken realization of its
basic authorized activity.
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Interests— are the any in advance declared or establistwairie (including in the
form of discount), received under any type promigswte, irrespective of a method
of its formalization.

Discount— is a margin between the price of acquisitionaosecurity and its
realization.

TAX BASE

Tax base- is the cost, physical or other characteristiolgect of taxation (item
53 of TCR).

Actually, such definition of tax base coincides twitlefinition of object of
taxation (item 38 of TCR). Therefore there is ahbeon of differentiation of the
concepts. The analysis of the content of rulesarflaw of the effective legislation
allows us to argue tax base in the broad and nasemses.

Tax base in a broad senseis a unit of object of taxation, or its charaistiec.
Let's give an example under the transport tax. Sdieplane which does not have the
engine is object of taxation and simultaneously hage. The car is only object of
taxation. Tax base is power of the engine in havaep. Tax base in the narrow
sense- is a part of object of taxation which was formadconnection with lawful
deductions or other privileges. For example, a indsgtween the total annual income
of parents of the student and expenses on his tdicathe tax base of the individual
income tax.

The tax base is established separately under eadbytpart 2 of TCR, or in the
laws on taxes which have not entered into part PGR. The payer estimates tax base
based on data of the regarding and specificithefdategory of the payer, following
the results of the each tax period or period obants. Features of determination of
tax base under some taxes are in detail regulatecbiresponding chapters of an
especial part of TCR.

TAX RATE

Tax rate— is value of tax charges on tax base unit (ite8nod TCR). Such
definition by the legislator does not clear up seostax rate. Our definition of the tax
rate is clearer. Theax rate is such value which after multiplication to tax edes
the sum of the concrete tax which is subject tavpt.

Tax rates can be established in the fixed quaafitpyoney, or in percentage. The
tax rate undefederaltaxes is established separately under each taaf\2 of TCR.
Tax rates underegional and localtaxes are fixed as a rule approximately by TCR.
Concrete rates are established and installed aogbydoy normative legal acts of
regional and local representative bodies of thegaw the limits, fixed by TCR. For
calculation of internal taxes are used the ratesesponding to the appellation and
classification of the goods according to TCR, bytom duties of the Russian
Federation, and Federal law «On customs regulatitire Russian Federation».

TAX PERIOD

Tax period is the lawful period of time after which termiratiis fixed the tax
base and is estimated the sum of the tax whichhest to payment (item 55 a TCR).

The tax period can consist of one or several psrimidaccounts following the
results of which advance payments are paid. Hehisepossible to allocate following
features of the tax period:

*|t is statutory time period,;
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*|t guarantees a regularity of tax revenues in laisig

*It simultaneously can consist of the periods of@amts, allowing supervising
timeliness of payment of taxes.

Generalizations of determination of the tax peraod established by item 55 of
TCR RD. However for each tax part 2 of TCR fixes the cete tax period. Hence,
the general for all the tax period does not eXistepends on specificity of the tax.

CALCULATION AND PAYMENT PROCEDURE

Taxesare estimated and transferred in budgets by paydheir tax agents.

Duesare estimated and transferred in budgets, agaanly by their payers.

The procedure of calculation and payment of taxed dues, as well as
corresponding terms are fixed by the rules of éax legulating the concrete tax (due).

Features of calculation and payment of internalesain the cases directly
specified by TCR are established by Federal law «@stoms regulation in the
Russian Federation».

3.3. Representation in tax legal relations

The representation institution has essential pralkctsignificance, as wrong
formalization of powers of the representative igraund for recognition of any
actions with his participation illegal.

For correct understanding of institution of represaion we will address to legal
norms of TCR, CCR, as well as to their interpretatby Supreme Court of the
Russian Federatidn

Representation in tax legal relations is the special legal institution allowing
based on of TCR to guarantee realization of rigimi$ duties of payers by actions of
other persons —representatives (item 26 of TCR).

The payer has the right to operate by the repraBeaj together with him or
without him. Powers of representatives are fornealidocumentary according to the
TCR and other federal laws. Sending by TCR to oldmes allows using legal norms
of the civil, civil procedure, arbitration proceeuyr criminal procedure and
administrative legislation along with TCR. Howewercase of the antinomy between
the legal norms is used TCR. The great value irctip@ has correctness of
formalization of powers of the representative as filrther legal estimation of their
actions depends on it.

Features of formalization of powers of the repregative:

As a rule, powers of the representative are coraibd by the proxy. For
example, TCR is providethe authorized representative of taxpayet is the any
lawful person operating exclusively based on ofgrexy (item 29 of TCR).

Representatives cannot be:

*Officials of tax and customs bodies, bodies of stete off-budget funds;

*Judges, investigators, procurators;

*Other persons specified in the law.

Proxy — is the written authorization which is given dayt one person to other
person for representation before a third persem(it85 of CCR).

! On application by courts of some provisions oftisecl of part 1 of Civil Code of the
Russian Federation: ruling of Plenum of SupremerCofuthe Russian Federation from June
26, 2015Ne 25 [Electronic resources] // URL: http://www.vstf.
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The proxy can be formalized in the simple writteorni, or in the form of
recording in the protocol of juridical session anaal statement of the grantor, or in
the notarial formNotarially the proxy is formalized only in a case directlyyded
by the law. But it does not deprive the person oight the any proxy to formalize
notarially.

The proxy on behalf of the legal person standssimyried by his head or other
person authorized on it by constituent documertie. dommon seal is applied on such
proxy. The proxy on behalf of the legal person Hase the state or municipal
property, on receiving or disbursal or other propeshould be signed, besides the
head, by the chief accountant or senior accouwfahie legal person.

At the same time, the law provides cases of forzaéibn of representation not by
proxy. For example, the advocate in the cases gedviby the federal law should have
the warrant on the execution of an order, given lmutcorresponding advocatory
formation. The warrant form affirms federal judicgathority. Only in other cases, the
advocate represents the grantor by ptoxy

General conclusionOwing to point 1 of item 182 of CCR powers of the
representative can be based on the proxy, statugfgrence or the act of the
representative state or municipal body, as wetbagppear from conditions in which
the representative operate. The delegation of atylguidelines and their realization
is established by chapter 10 of CCR.

The law separately allocates such category of septatives, as legal
representatives of organizations and natural persbn are statutory agents.

Legal representatives of organizatioran represent interests of organization
without to the proxy, and only after a presentatmnthe identification card or
constituent documents and passports. To them datedeto the — heads, other
authorized persons, and single executive bodies.

Examples:

*Single executive bodies of joint-stock companiew dimited responsibility
societies (item 69 of Federal law «On joint-stoocknpanies»; item 40 of Federal law
«On limited responsibility societies»);

*Participants of full partnership and partnersmpcommendam (items 72, 84 of
CCR);

*Representatives of trade unions representing ester of own trade-union
organizations;

*Qther representatives (according to APCR and diaeral laws).

The list of legal representatives of natysarsonscontains in the APCR, CPCR,
CROAV, CCPR, as well as is fixed based on TCR a@&RCThe analysis of the listed
laws allows allocating thgeneral list of legal representatives of naturagons:

*Parents — are for minor children;

*Trustees — are for legally incapable;

*Curators — are for impaired;

*Property administrators — are for missing person;

*Adoptive parents — are for minors adopted.

Their powers are verified by the law, passportthbicertificate, as well as
documents of the special status (for example, gwstbn of municipal body about
appointment of the trustee).

! On advocatory activity and advocacy of the Rusdtaderation: federal law of the
Russian Federation from May 31, 2Q8263 // Rossiiskaya Gazeta. — 2002. — On June 5.
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3.4. Tax authorities

Tax authoritiesof the Russian Federation — are control unifigutraized system for
compliance of the legislation on taxes and dues;dwectness of calculation, completeness
and timeliness of payment (transfer) in budgetgsyesn of the Russian Federation of the
taxes and dues, corresponding fine, penaltieseperand in the cases provided by the
legislation of the Russian Federation, — for coness of calculation, completeness and
timeliness of payment (transfer) in budgetary systé the Russian Federation of other
obligatory payments established by the legislaifthe Russian Federation

Thus, tax authorities generalize data on incomegroperty and commitments of
the property character, represented by the persgplacing the state posts of the
Russian Federation, to tax authorities accordinthe¢ofederal constitutional law, and
results of generalization in lawful term represeat President of the Russian
Federation and to chambers of Federal Assembliif@Russian Federation. Besides,
tax authorities according to normative legal adtthe Russian Federation about fight
corruption represent data available for them oonme, on property and commitments
of property character by inquiries of heads anceiotificials of the federal state
agencies which list is fixed by President of thes$tan Federation, and supreme
officials of Subjects of the Russian Federatioraffseof the supreme executive powers
of a state authority of subjects of the RussianeFatn). We can deduce more
convenient definition of tax authorities from thsoae-stated.

Tax authorities- are the authorities using rules of tax law amplesvising their
execution.

System of tax authorities of the Russian Federation

Federal Tax Servic@=TS). It is subordinated to Minfin of Russia (8004 there was
Ministry of the Russian Federation of taxes andsduend even earlier — State Tax
Service).

Territorial bodies of FTS:

*Regional bodies;

*Regional (city) bodies;

*Interterritorial bodies (inter-regional and intesttict);

*Tax posts.

Standard statutes on territorial bodies of FTSiconMinfin of Russid.

Customs bodies are equal to tax authorities (reiggrdanction of internal taxes).

System of customs bodies of the Russian Federdtion

* Federal Customs Servidg-CS)— is subordinated to Minfin of Russia (since
2016) and controls within the limits of the powearg;luding applicable discharge of
the tax legislation; operates based on Stjtute

! On tax authorities of the Russian Federation: dfthe Russian Federation from March
21, 1991Ne 943-1 [Electronic resources] // URL: http://wwwapp.gov.ru.

2 On the approval of Standard statutes about teaitbodies of Federal Tax Service:
decree of Minfin of Russia from July 17, 20M 61 // Rossiiskaya Gazeta. — 2014. — On
December 17.

% Ukase of President of the Russian Federation ftay 11, 2006Ne 473 // Rossiiskaya
Gazeta. — 2006. — On May 12.

* On Federal Customs Service: decree of GovernmetheoRussian Federation from
September 16, 201® 809 [Electronic resources] // URL: http://www.poagov.ru.
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* Territorial bodies of FCS.

Customs bodies collect internal taxes at movinghef goods through border of
the Russian Federation, and therefore simultang@usl guided the tax and customs
legislatiort. Money resources (money) as maintenance of payofenistoms duties,
taxes (monetary deposit) are placed to Federalslirgaaccount on a corresponding
code of budget classification of the Russian Fdibara

Monetary deposit can be consigned by the naturesops moving through
customs border the goods for a private use, ingbfige of customs body. Monetary
deposit consigning can be realized by electrominiteals, automatic cash terminals or
Bancomats (i.e. cash machines). Interests are regett to the sum of monetary
deposit.

Customs bodies as securing of payment of custontigsguaxes receive the
banking guarantees paid by banks, other creditnizgions or paid on behalf of
banks, other credit organizations by filial agescigf these banks, other credit
organizations, included in the Register of bankiseocredit organizations, having the
right of delivery of banking guarantees of paymehtcustoms duties, taxes which
realizes the federal enforcement authority autledrin the field of customs affair.

Customs bodies formalize the customs receipt fokn@awledgement of
acceptance of securing of payment of customs dutees. Securing of payment of
customs duties, taxes is considered the acceptenistpms body from the date of
formalization of the customs receipt in writing tre p-books or in the form of the
electronic document signed by the strengthenedfipghklectronic signature of the
authorized official of customs body. The form oé ttustoms receipt, procedure of its
filling and use and procedure of informing of payef customs duties, taxes and (or)
other persons who have rendered to securing of @alywf customs duties, taxes,
about formalization of the customs receipt are diXey the federal enforcement
authority authorized in the field of customs affair

Activity of tax authorities is realized by complkanby them of legitimate rights
and duties.

BASIC RIGHTS of TAX AUTHORITIES&mM 31 of TCR)

*To demand the documents for tax reasons provigethdé law from payers and
tax agents;

*To realize tax inspections;

*To realize procedural actions with the purposecofiecting and fastening of
proofs of fulfilment of tax violations;

*To examine and survey for tax reasons the any Beshand territories;

*To appoint inventory of property of payers;

*To make in courts actions: about levy of the suofistax sanctions, about
recognition of void state registration of the legpérson or the individual
businessperson, about organization liquidation €tws causes about levy of tax
sanctions under the application of tax authoriti@sorganizations and individual
businesspersons are considered by arbitration scaamtd Supreme Court of the

! On the approval of the form of the accountabiibout the foreign goods placed under a
customs procedure of output for internal consunmptiith rendering of privileges on payment
of customs duties, the taxes integrated to remtriston use and (or) the direction by these
goods, and a procedure of its presentation in oustoodies: decree of Minfin of Russia from
July 24, 2015\e 1485 [Electronic resources] // URL: http://www.poagov.ru.
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Russian Federation according to the arbitratiorcguiare legislation of the Russian
Federation. Causes about levy of tax sanctionsruihdeapplication of tax authorities to
the natural persons which are not individual bussipersons, are considered by courts of
the general jurisdiction and Supreme Court of thssian Federation according to the
civil procedure legislation of the Russian Federafitem 105 of TCR);

*Qther legitimate rights.

BASIC DUTIES of TAX AUTHORITIE#em 32 of TCR)

*To observe tax and other federal laws;

*To direct to payers and (or) tax agents — copieaats of tax inspections and
decisions of tax authorities, tax notices or paytmequests of taxes;

*At revealing of crime attributes to direct correspling materials to law
enforcement authorities for the solution of thegiom on initiation of criminal case.

*Other lawful duties. We some of them believe navihg the direct relation to
tax law, i.e. derivatives. For example, it is remulg of the state service in rendering to
interested persons of the data containing in thister of disqualified persohs

Relating to officials of tax authorities of theiutgt are supplemented with others.
For example, it is correctly and to show considerator payers, not to humiliate their
honour and advantage. Otherwise there are conseegiencriminal case of private
charge about the insult and the civil case abauttmpensation of moral harm and.

The list of rights and duties of tax authoritiesnist exhaustive, i.e. it can be
expanded or limited by the law.

Tax agents and collectors of taxes (dues)

Tax agents- are organizations and the individual businessper who are
realizing payments to natural persoiisx agentsbased by TCR to estimate, keep
musts at taxpayers and to transfer in budgets laases. For example, for workers of
university the tax agent is the university.

Tax agents have the samghts, as payers.

Dutiesof tax agents havepecificity(item 24 of TCR):

*Correctly and duly to realize statutory actions;

*In writing to inform in tax authority in a placd the accounting on impossibility
to keep the tax and about the arrears sum;

*To keep account sums of taxes all withheld antedisin budgets, including
personally on each payer;

*To represent to tax authority in a place of theamting the documents
necessary for the tax control.

Thelegal status of tax agents is ambiguduselation to payers the tax agent is
tax authority. In relation to tax authority the agés the obliged person equal under
the status to the payer.

Collectors of taxes and duesare public authorities and local self-government
and other lawful persons executing functions of dathorities and bodies of the tax
control besidestax and customs bodies. Rights and duties of colle are fixed
byTCR and other statutory acts, corresponding TCR.

! Administrative provision of rendering by FederadxTService of the state service in
rendering to interested persons of the data cdntnim the register of disqualified persons:
decree of Minfin of Russia from December 30, 204177 [Electronic resources] // URL:
http://www.pravo.gov.ru.
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Collectors work in places where owing to differemtumstances there are no tax
authorities. For example, there are rural admiaiigtins in remote taiga or mountain
districts etc. Or they are collectors about fortdicect orders on them in the law. For
example, State Duty collects — courts, notariegjisg Office bodies, licensing and
registering bodies etc. All collectors are undemtod to tax authorities and bodies of
the tax control.

THE LITERATURE LIST

Include basic sourceglook chapter 1)and:
Special literature

Bryzgalin A., Zaripov VComments of substantive provisions of Tax Codthef
Russian Federation // The Economy and Law (jourral)999. Ne 12. — P. 16.

Demin A.V.Principle of definiteness of the taxation: the mgraph. — M.:
STATUTE publishers, 2015.

Kucherov I.I. On the issue of legal constructions of taxes andsd/ The
Financial Law (journal). — 2010.Ne 1.

Kucherov L.l. Legal features of monetary duties and their diffiee from
financial obligations // The Financial Law (jourhal 2012. Ne 1.

Paul A.G.The obligations property relations guaranteeimgédion of proceeds
of budgets (budgetary-legal aspect) // The Findheia (journal). — 2006. Ne 9.

Petrova G.VTax law. — M., 1999. — P. 55.

Polishchuk 1.SThe tax obligation in Russian law: dissertatiorstedct of the
Ph.D. thesis. — Omsk, 2009. — P. 11.

Samsin |.L.Correlation of concepts of the tax duty and takigaltion / The
Financial Law (journal). — 2012.Ne 3.

Taxes and tax law- M: ANALYTICS-PRESS publishers, 1997.

Tsvetkova E.ARealization of a legitimate interest of the taxgrain tax legal
relations // The Financial Law (journal). — 2015Ye-2.

Tsypkin S.DProceeds of the state budget of USSR. — M., 1973.

Zapolskij S.V. Debatable questions of the theory of financial :lathe
monograph. — M., 2008.

Zlobin N.N.The tax as a legal category: the monograph. 2003.

Legal acts

On tax authoritieof the Russian Federation: law of the Russian i&gida from
March 21, 199NNe 943-1 [Electronic resources] // URL: http://wwwapp.gov.ru.

On advocatory activitand advocacy of the Russian Federation: fedenabfehe
Russian Federation from May 31, 2082 63 // Rossiiskaya Gazeta. — 2002. — On
June 5.

On the approvabf rules of presentation by residents to tax attiles of reports
on turnover of resources under accounts in banksideuof territory of the Russian
Federation: decree of Government of the Russiaeraédn from December 28, 2005
Ne 819 // Collection of Legislative Acts of the RumsiFederation. — 2006.Ne 2. —
Item 188.

On the approvalof Standard statutes about territorial bodies efldfal Tax
Service: decree of Minfin of Russia from July 1012 Ne 61 // Rossiiskaya Gazeta. —
2014. — On December 17.

50



Juridical practice

On case of constitutionality test provisions of paragraph 14 of item 3 and point
3 of item 10 of Federal law «On protection of rigbf juridical persons and individual
businesspersons at carrying out of the state dofsupervision)» in connection with
the complaint of citizen V.V. Mihajlov: ruling of @stitutional Court of the Russian
Federations from July 18, 2008Ne 10 [Electronic resources] //
http://www.pravo.gov.ru.

On case of constitutionality test point 4 of part 2 of item 250, item 321.1 of Tax
Codes of the Russian Federation and paragraphpinof 3 of item 41 of Budgetary
Code of the Russian Federation in connection wibmmlaints of the Russian
Chemistry-technological University of D.l. Mendeésy and Moscow Aviation
Institution (State Technical University): ruling Gonstitutional Court of the Russian
Federation from June 22, 2088 10 // Rossiiskaya Gazeta. — 2009. — On July 10.

On case of constitutionality tesf point 1 of item 333.40 of Tax Codes of the
Russian Federation in connection with the complafritimited responsibility society
«Vstrecha»: ruling of Constitutional Court of theidRian Federation from May 23,
2013Ne 11 // Rossiiskaya Gazeta. — 2013. — On May 31.

On application by courtef some provisions of section | of part 1 of Ci@ibde
of the Russian Federation: ruling of Plenum of opr Court of the Russian
Federation from June 26, 201%: 25 [Electronic resources] // URL:
http://www.vsrf.ru.

On several issuesf applications of general provisions of Civil Goaf the
Russian Federation about obligations and their wi@t ruling of Plenum of
Supreme Court of the Russian Federation from Noeerd, 2016Ne 54 [Electronic
resources] // URL: http://www.vstrf.ru.



Chapter 4. LEGAL FUNDAMENTALS OF DISCHARGE
OF TAX DUTY

4.1. Conception of discharge of tax duty.

4.2. Methods of securing of discharge of tax duty.
4.3. Discharge of tax duty by organizations.

4.4. Discharge of tax duty by natural persons.
4.5. Business taxation.

4.6. Tax privileges.

4.1. Conception of discharge of tax duty

Discharge of tax duty- is its realization by legal measures. On methofs
realization, discharge of tax duty can be clagsifiem two stages — voluntary and
compulsory.

VOLUNTARY STAGE (BASIC)

The payer must independently to discharge a dutyoior due payment (item 45
of TCR).

Voluntary payment should be realizg#m 58 of TCR):

*In lawful term or ahead of time;

*Single payment of all sums or in other lawful pedare;

*In cash (for natural persons) or non-cash (folaoigations) forms;

*By banks or by other lawful organizations (for exale, mail service branches);

The procedure of payment of taxes should precisaigespond to TCR.

According to the point 7 of item 10 of Federal l&am 6/27/2011Ne 161, for
transfer of electronic money resources of the lpgason and businesspersons, as well
as private notaries and advocates (founded adwgycatfiices) should use the
corporate electronic instrument of payment, allapittentifying the client.

Organizations and businesspersons, besides theageess inspection about
initiation or about closing of bank accounts shaualdawful term (under the threat of
the administrative penalty by item 126 of TCR) tform tax authority about
occurrence or stop of right to use corporate adeatr instruments of payment for
transfers of electronic money resources (item ZBGR).

Interaction of tax authorities with banlsrealized including based on orders ETS

When the tax declaration is not formalized, the #akhority directs to the
legislative payer theéax notice Thus, if the total sum of the taxes estimatedai

! On the approval of Procedure of presentation itkbdto operators on transfer of money
resources) the documents used by tax authoritiegadization of the powers in relations,
regulated by the legislation on taxes and dues, edentations by banks (operators on
transfer of money resources) information by ineusrof tax authorities in electronic form on
telecommunication communication channels: decrebliofin of Russia from July 25, 2012
Ne 7-2/520 /I Rossiiskaya Gazeta. — 2012. — On SdpgedD;

On the approval of Procedure of informing of baaksut stay (about stay abrogation) of
transactions under accounts of the taxpayer — argon and transfers of his electronic
money resources in bank, as well as under accodfitite persons specified in point 11 of item
76 of Tax Codes of the Russian Federation: dedrdéirdin of Russia from March 20, 2015
Ne 7-8/117 [Electronic resources] // URL: http://wvpravo.gov.ru.
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authority, makes less than 100 rubles, the taxcadt the taxpayer does not go, apart
from a case of a direction of the tax notice ineadar year after which expiration
direction possibility is lost by tax authority d¢fe tax notice.

The tax notice can be devolved to the head of azgtion (its lawful or to the
authorized representative) or to natural persons (fawful or authorized
representative) personally on receipt or a diffevesy corroborating the fact and date
of its receiving. In case, if is impossible to haner the tax notice the methods, this
notice goes by mail the registered letter; thentatice is considered received after six
days from the date of a registered the letter dorc(item 52 of TCR). Hence, the
federal legislator has established a presumptiorecéiving of the tax noticen the
addressee for the sixth day from the date of trextion.

Such legal regulation urged to guarantee balangeivdte and public interests in
the tax legal relations and to guarantee executtjotaxpayers of a constitutional and
law duty on payment of lawfully fixed taxes and slu€hus the fact of receiving of
the tax notice (or the tax order) by mail can beiigl® by consideration of
corresponding dispute in colirt

FTS of Russia established the form of the tax eotithe tax notice is formed
depending on having at natural persons of objettsy@tion under one tax or the
several taxes which are subject to payment based thve tax notice, including for the
previous tax periods at recalculation of the sufitaxes. At having at natural persons
of objects of taxation under several taxes andshcodf dates of their payment, the tax
authority has the right to form sections of the tentice under each tax. In case of
receiving by tax authority of the data, resultiogrécalculation of the sum of the tax
specified in tax notice earlier directed to thepayer, the section of the tax notice is
formed only under the tax on which there were attens.

Tax notices go to the payer not later than the tgpecified in the item 52 of
TCR, simultaneously with payment documentn payment by natural persons of
taxes to budgetary system of the Russian Federd®imturatories of payers or tax
agents on transfer of taxes or dues in budgetslaigatory for execution by banks
under the threat of punishment by TCR and CRoAVnkBaf Russia establishes a
direction procedure in bank of some documentsoftghorities and return procéss
At occurrence at payers of problems with searctyrmeand specification of the
payments paid in budgetary system of the Russiater@éon, it is necessary to
address to the revenue administrator of the budget.

Payment dates of concrete taxes (dues) are eskdblseparately for each tax
(due). But thus the law provides possibility of sha of the dates.

Change of a payment date of the tax (due)

Change of a payment date of the tax (due) — iseida of a lawful payment date
on later time (item 61 of TCR). Th#hange is realized in the form of the deferment,
instalments, and investments tax credit.

! Determination of Constitutional Court of the RassiFederations from April 8, 2010
Ne 468 [Electronic resources] // URL: http://www.poagov.ru.

2 On a direction procedure in bank of some documefttax authorities, as well as
directions by bank in tax authority of some docutaesf bank in the electronic form in the
cases provided by the legislation of the RussiaseFaion about taxes and dues: statute of
Bank of Russia from November 6, 201&e 440 [Electronic resources] //
http://www.pravo.gov.ru.
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DEFERMENT and INSTALMENTS are noncontractual payimdate change.
Distinction between them in that at deferment swaynpent happens at a time upon
termination of a deferment date, but at instalm@atgment happens by stage during
of instalments date (item 64 of TCR).

Deadline of rendering of deferments (instalmerggilione year. It is established,
that a deferment (instalments) on payment of fddarees in a part enlisted in the
federal budget, on a term over 1 year (but no rtiwaa for 3 years) it can be rendered
only under the decision of Government of the Rus&iaderation (point 1 of items 64
of TCR), excepting lawful cases.

TCR confirmed following procedure of consideration bgderal Tax Service of
applications for rendering of the deferment, imsthts, investments tax credit on
payment of taxes and dues.

The deferment or instalments are rendered onlizerptesence of lawful grounds
in their complex or in the presence of one.

Deferment or instalments grounds are:

*Causing of harm by action of force majeure whismbt dependent on will of
the person. For example there are acts of naesknblogical accidents etc.;

*Delay of financing from the budget or payment lod executed state order;

*Bankruptcy threat in case of nonrecurrent paynodnie tax;

*Property status of natural persons excluding foigsi of nonrecurrent payment
of the tax;

*Seasonality of character of production or realatof the goods, works,
services (plant growing, field forwarding works,traction of precious metals and
stones etc.);

*Grounds provided by the customs law.

For deferment or instalments rendering are chaiggedests, except for cases of
action of the force majeure or financing delay. Tdeferment or instalments are
rendered under the motivated, documentary verifipdlication of the payer which
given in authorized body depending on a type of(tlwe). Government of the Russian
Federation establishes lists of objects of taxadiwmvhich is used the deferment or the
instalments

INVESTMENTS TAX CREDIT (item 66 of TCR) — is contrual change of a
payment date of the tax, having followiatjributes:

*Only organization can be thaterested persagn

*It rendered for the term from one year till fivears, and only under the profit
tax, as well as regional and local taxes;

*Reduction of payments is realized to the stipulatem at a rate of no more than
50 % on each tax for each period of accounts.

Grounds of rendering of the investments tax crgiim 67 of TCR):

*Carrying out of economically significant actiong the person interested in the
credit;

*Carrying out of scientific research or experiméstesign works or
modernization of own production; innovative actyitrealization of especially
important order or rendering of especially impottservices of social character.

! On the approval of the list of types of importedeign aircrafts and accessories to them,
concerning which can be rendered the defermemstalments of payment of taxes: decree of
Government of the Russian Federation from Febru@ry2012 Ne 101 // Collection of
Legislative Acts of the Russian Federation. — 264 7. — Item 881.
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With the purpose of maintenance of realizationhaf principle of federalism in
tax relations by the laws of Subjects of the Rus§iaderation under the organization
profits tax (regarding the sum of such tax whictoisransfer in budgets of Subjects of
the Russian Federation) and under regional taxgshdrmative legal acts of
representative bodies of municipal unions undealléaxes can be established other
grounds of rendering and stipulations of the inwesits tax credit including terms of
its action and the rate of interests on the suthetredit.

Actions of authorized bodies under all forms of rdjea of dates can be appealed
in an administrative or judicial procedure. Forriimjement of stipulations of change
of a date the payer can be involved in a civililigh— i.e. to fine charge.

The law fixes thecircumstances excluding change of a payment diatae tax
(item 62 of TCR):

*|nitiation of criminal case for fulfilment of a xacrime;

*Excitation of administrative procedure for fulfiemt of tax fault;

*Having of sufficient grounds to believe, that thayer will use opportunity
change of a date for concealment of the taxablpguty or is going to go abroad for a
constant residence.

Havingat least onef the groundattracts refusabf change of a dater decision
abrogationabout such change, with the notice in writing ahi¢ payerThe detailed
procedure of consideration of statements for chaofyjea payment date by tax
authorities is provided by orders of FTS.

If the arrears are formed (i.e. the tax sum has been not paédiawful date), tax
authority a must to formalize the taxes and duargay request — i.e. the notice in
writing of tax authority to the payer about a dutypay arrears and fines. In the
requirement all necessary data should be specifeddrence to the law, arrears and
fine sum, payment date, measures on sanction etwd the requirement (unlike the
tax notice) goes to the violator, but not to thgidkative payer.

The tax payment request can be devolved to the (itathwful or authorized
representative) of organization or the natural gerghis lawful or authorized
representative) personally on receipt or a diffevegy corroborating the fact and date
of receiving of this requirement; if by such methothe tax payment request is
impossible to hand over, it goes by mail by thesteged letter and it is considered
received after six days from the date of a registdetter direction (point 6 of item 69
of TCR).

Situation with arrears is disturbingin indicative example: for January 1, 2005
safe from crises the total sum of arrears (i.ehauit the fine and penalties) has made
782 mird rbl. The debt on not paid fines and péesilis more than 800 mird foFor
struggle against arrears, tax authorities in paldichas the right (point 5 of item 78 of
TCR) independently, i.e. without the correspondapplication and consent of the
taxpayer to realize offset of unduly paid sum @& tax on account arrears repayments
under other taxes. In this connection, Constitatid®ourt of the Russian Federation
has noticed that endowing of tax authorities witlchs powers cannot be argued as
infringement of fair balance of public and privatterests, as it allows operatively and

! Federal law of the Russian Federation from Marbh Z2012Ne 19 // Rossiiskaya
Gazeta. — 2012. — On April 3.

2 Efremenko T. Income by debt you will not spoilRbssiiskaya Gazeta. — 2005. —
Ne 222, - P. 4.
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effectively to satisfy property claim of the stated promotes the prompt execution of
the constitutional duty of the taxpayer on tax pagtn

FORCED STAGE

It ensues in case of tax duty non-observance hymtaty procedure and consists
in real use to the debtor of measures of state atsigm. Government of the Russian
Federation fixes features of repayment by foreigizens and stateless persons of
indebtedness on payment of the tax or adminisergignalty, or compensation of the
expenses connected with administrative expulsiomfithe Russian Federation or
deportation based on the TCR and legislation notradicting to it.

Compensation by such persons of the expenses dednedth administrative
expulsion from the Russian Federation or deporafi® realized in currency of the
Russian Federation by entering of the sum of mamspurces or their transfer into
credit organization, including with attraction dfet banking payment agent or the
banking payment subagent, realizing activity acitmydo Federal law «On national
payment system», formation of a federal mail senac to the payment agent who
realize activity according to Federal law «On dtgion reception of payments of the
natural persons, realized by payment agents». Saigtenses are considered
compensated from the date of reflexion in the Stdtemation system about the state
and municipal payments of the information on paynuéithe expensés

If finally for the reason®f economic, social degal charactearrears to collect
impossiblejt is recognizedhopelessand is written off together with a debt on fings b
item 59 of TCR.

Voluntary and forced stages of discharge of tayydut guaranteed by special
lawful methods.

4.2. Methods of securing of discharge of tax duty

Methods of securing of discharge of tax duty are the lawful measures
guaranteeing discharge of tax duty. By branch rioite the methods can be classified
on civil-law (are based on the contract with a puldlement — property pledge,
guarantee, fine), public-law (are based only oregubf tax law, has exclusively
imperious, public character — suspension of opmmaton bank accounts, imposition
of arrest on property of the payer). Possibilityue€ of the listed methods can (let and
not always) to guarantee voluntariness paymeraxad and dues.

Let's consider each of methods ad rem (item 72CR)T

CIVIL-LAW METHODS
PLEDGE (item 73 of TCR)

Pledge definition in TCR is absent. Hence, at ptedefinition is possible to use,
in our opinion, by item 334 of CCR, but taking iroccount tax specificity.

! Determination of Constitutional Court of the RassFederation from February 8, 2007
Ne 381 [Electronic resources] //http: //www.pravo.gov

2 On the approval of rules of repayment by foreigiizens and stateless persons of
indebtedness on payment of the tax or the admétigsr penalty or compensation of the
expenses connected with administrative expulsiomfthe Russian Federation or deportation:
decree of Government of the Russian Federation fdohg 16, 2015Ne 710 [Electronic
resources] // URL: http://www.pravo.gov.ru.
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In civil law, the creditor under the obligation guaranteedlbyge has the right in
case of non-observance or improper discharge bydéigor of this obligation to
receive redress from cost of pledged property @ibpé pledge) mainly before other
creditors of the person to which belongs pledgeperty (pledger).

Pledgein tax law— is a method of securing of discharge of tax dtjhe expense
of pledged property costs.

Features of pledge in tax law:

1. Pledge is formalized by the contract between ghger — pledger and tax
authority — pledgee. The pledger can be and a giérdon operating in favour of the
payer.

2. Object of pledge can be only property (propentgnce, property rights and
requirements cannot objects of pledge in tax laegaRding the property (property)
there are restrictions. There cannot be an objegfienige assets which have been
withdrawn from circulation or in other lawful cas@tem 336 of CCR). The same
property (property) cannot be an object of pledggen different contracts of pledge.

3. Pledge is supposed only in case of change ebdadtdischarge of a tax duty.

4. Fulflment of any bargains with pledged propetiy possible only in
coordination with tax authority — pledgee.

5. Civil legislation on pledge can be used onlyvided that necessary legal
norms are absent in the tax legislation. If legahms of the civil legislation conflict to
legal norms of the tax legislation, the tax laws$ed.

GUARANTEE (item 74 of TCR)

Guarantee —is the obligation of the guarantor before tax atitido discharge in
corpore in a lawful date the tax duty of the pastets non-observance.

Features of the guarantee in tax law are:

1. Guarantee can be used only at change of teemaof duty.

2. Parties of the contract of the guarantee araadxority and the guarantor. The
procedure of formalization of the contract is regedl by the civil legislation.

3. At non-observance by the payer of a tax dutyahe guarantor have a joint
responsibility.

4. Forced collection from the guarantor of the awms is realized by tax
authority based on a TCR and other federal laws.

5. Guarantor, who has discharged a tax duty, hagigit to demand from the
payer paid by the guarantor sum, interest therewpahlosses in connection with
discharge of tax duty of the payer.

6. Any persons (natural or legal) can be the guaraifhey can be little and
simultaneously on one duty.

7. Civil legislation on the guarantee is used,tHen is not provided by the tax
legislation.

8. Registration of the contract of guarantee inaathority is not obligatory.

BANK GUARANTEE (item 74.1 of TCR)

By virtue of a bank guarantee, the bank (warranier)obliged before tax
authorities to discharge in corpore a duty of #egayer on payment of the tax, if the
taxpayer does not pay when due hereunder the dae suthe tax, and corresponding
a fine according to stipulations of the obligatigiven by the warrantor, to pay a
guantity of money under the payment request ofghia presented by tax authority in
writing or the electronic form on telecommunicatmmmunication channels.
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The bank guarantee should be given by the bankyded in the list of banks
conforming to requirements, for acceptance of bgukrantees for tax reasons. The
list is realized by Ministry of Finance of the Ri#ss Federation based on the data
received from Central bank of the Russian Fedaratmd liable to placing on an
official site of Ministry of Finance of the RussiaRederation in a data
telecommunications network "Internet".

FINE (item 75 of TCR)

In civil law, fine is a forfeit type; fixed by thlaw or the contract a quantity of
money which the debtor a must to pay to the creditaccase of non-observance or
improper discharge of obligations (item 330 of CCR)

Fine in tax law — is a quantity of money collected fexpiry of period of
discharge of tax duty from payers or tax agenes{(iv5 of TCR).

Fine types in tax law:

1. Afine as a forfeit type.

For example, according to item 75 of TCR the fim@me of methods of securing
of discharge of tax duty. In this case a fine a ®rfeit type since it has regenerative
character and consequently it can be collected fmoganizations in an indisputable
procedure.

2. The fine as the sanction — provided as punishmentoncrete formal
components of tax violation (for example, part itefn of 135 TCR fixes punishment
for non-observance by bank decision about collgatinthe tax, due, fine).

As has specified Constitutional Court of the Rusgtaderation, the fine in this
case has not regenerative, but retaliatory, pehatacter, and therefore even from
organizations it can be collected only by caurt

Features of a fine as method of securing of disgphaf tax duty:

*Fine is paid irrespective of payment of arreard amespective of use of other
measures of responsibility and methods of secuwimtischarge of tax duty;

*Fine is estimated for each calendar day of expiryperiod of discharge of tax
duty and is equal to 1/300 from the rate of refgiag of Bank of Russia in force at
this time;

*Fine is not charged at suspension of operationsbank accounts or at
imposition of arrest on property of the payer;

*Fine from natural persons is collected only irudigial procedure, whereas from
organizations it can be collected in an indispwadvbcedure or by court.

PUBLIC-LAW METHODS
SUSPENSION OF OPERATIONS ON BANK ACCOUNTS
(Item 76 of TCR)

Suspension of operations on bank accounis stop by bank of all debit
transactions to accounts of tax agents or payessdoan decision of tax authority. In
this case other banks are forbidden to open acsaarhe listed persons.

Features of suspension of transactions to accoangs

1. Suspension is supposed only concerning orgamizator individual
businesspersons.

! Determination of Constitutional Court of the RassFederation from December 6, 2001
Ne 257 // Rossiiskaya Gazeta. — 2002. — On February 7
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2. Suspension is supposed only at having at lessbbfollowing grounds:

*Tax duty non-observance. In this case the decigiansuspension is made
simultaneously with rendering of decision aboubresy of arrears;

*Failure to submit by the payer in tax authoritytbé tax declaration in a lawful
date;

*Refusal of the payer to submit the tax declaration

If in last two caseshe payer submits the tax declaration, tax auth@imust
immediately to pass the decision about suspendivogation (not later than one
transaction day following day of submitting of tiheclaration.

Procedure of suspension of operations on bank adsou

The tax authority has the right and must to give mfotivated decision and to
direct by registered mail to bank with the simuétans notice of the payer. Bank a
must to execute the received decision. Thus th& baas not have responsibility for
damages, suffered by the payer as a result of #gacdecision of tax authority.
Transactions to accounts are considered suspengiadtifie moment of receiving by
bank of the decision and before its abrogation. Fédnger not has the right to, and it is
forbidden to banks to open new accounts payer Gispension of transactions to
accounts. If simultaneously with the decision absuspension of transactions to
accounts the bank receives the collection ordeutalecovery of arrears and fines
from the same person, bank a must at first to @rettie collection order, since its
legal effect above. For illegal suspension in favaiuthe taxpayer — organizations are
charged percentages for each calendar day fronmtraeent of receiving by bank
decision about suspension of transactions to dayeoéiving of the cancelling
decision (item 76 of TCR).

ARREST OF PROPERTYitem 77 of TCR)

Arrest of property- is lawful actions of tax authorities on residaot of the
property right of organizations — payers or taxrg@&oncerning their property.

Features of arrest in tax law are:

1. Arrest is supposed only in the procedure pravioe TCR.

2. Arrest grounds are considered only in total, elgm

*Tax duty non-observance in a lawful date.

*Having at tax authorities of sufficient grounds ldelieve that the organization
will take measures to disappear or hide the prgpert

On consequenceatrrest is classified on full and partial.

At full arrest, the proprietor not has the right to givdeos the arrested property,
but can own and use it from the assenting and uhéerontrol of tax authority.

Partial arrest does not deprive of the proprietor of thested property of right to
own it, use and give orders, but it is supposed &im the assenting and under the
control of tax authority.

All property of organization can be an arrasitter, but thus to arrest liable only
property which is necessary and enough for disehafdgax duty.

Arrest procedure:

The head of tax authority (or his assistant) githes motivated regulations on
arrest of property, authorizes it at the procuratieen on the location of property in
the presence of the attesting witnesses is foriisedThe payer have the right at that
to be present: the regulations about arrest arddthover to him and are shown the
certificate of employment. Experts can be useddéorect drawing up of the list.
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Rights and duties are explained to all participarfitarrest under writing down in
the record; all actions are fixed in the arresordgthe list is applied on the record and
is its component. Participants of arrest sign tsieand record. The record copy (and
lists) should be handed over the payer. Then th&pevho has given the regulations
fixes a place in which the arrested property wil &tored. There are forbidden —
alienation, squander, and concealment of the adgstoperty. Cancel the decision
about arrest can person given his or court underctmplaint of the proprietor of
property. Concerningnternal taxes,features of securing of their payment can be
established by the customs legislation.

4.3. Discharge of tax duty by organizations

Discharge of tax duty by organizations can be dfladson two stages — voluntary
and forced.

VOLUNTARY STAGE(item 45 of TCR)

It includes following methods of discharge:

1. The organization directs to bank the payment roed®ut transfer from the
organization account in the budget of the concsatas of taxes or dues. The tax duty
is considered discharged from the moment of a ptaien in payment order to bank
at having at the payer of a sufficient cash balance

The tax is not considered paid, if:

*Payer is recognized by the unconscientious. Ihésessary to notice, that we
speak about the unconscientious payer not by T@QRbdsed on the analysis of legal
propositions of Constitutional Court of the Russkaterationshaving big in relation
to TCR a legal effect. Tax authorities do not usehswvord-group.

The unconscientious recognizes the payer if it Ww# provedthat he has
deliberately selected the financially-unstable. (peblem) bank which does not have
money on the correspondent accounts, and the bartkis connection has not
transferred money to the budget, i.e. he has netwg the payment order. In this
case, tax authority a must to prove unconsciemiesss of the payer by the powers
fixed by TCR and federal law «On tax authorities».

To prove in the future unconscientiousness of @ngep the tax authority should
regularly inform the payer on financially unstabkenks (for example, by publication
of their list in an official press). Besides, tlae fauthority has the right to make to the
payer the demand about a recall of the accountiegrdents on write-off of the sums
of taxes from problem bank. If after that the pagkithe same has used opportunity
problem bank, and the bank has not transferred yntme¢he budget, such payer is
recognized unconscientious, and proofs are theeapmwrentions to payers.

*If the payer has withdrawn the payment order fimamk.

*If at the moment of a presentation by the payethef procuratory he has other
not discharged requirements which should be exdaieve all, and on the account
there are no for this purpose sufficient resources.

! Determination of Constitutional Court of the RassiFederation from July 25, 2001
Ne 136 [Electronic resources] // URL: http://www.poagov.ru;

Determination of Constitutional Court of the Russigederation from May 14, 2002
Ne 106 [Electronic resources] // URL: http://www.poagov.ru.
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2. If the duty on calculation and deduction of the (due) assigned by the law to
organization — tax agent, the tax duty is considlelischarged from the moment of
deduction the sum of the tax by tax agent.

3. The tax duty is considered discharged after rey tax authority or by court
the decision about offset undulythe paid or unawljected sums of taxes.

In tax duty course of discharge it is possible e touble and currency accounts,
but in the latter case currency it is recalculatedubles on Bank of Russia rate as all
calculations finally are realized only in rublete(h 140 of CCR).

There is specificity at discharge of tax duty inseaof liquidation or
reorganization of organizations.

DISCHARGE OF TAX DUTY
AT ORGANIZATION LIQUIDATION
(Item 49 of TCR; item 61 of CCR)

Organization liquidation— is its dissolution without transition of righdad duties
as legal succession to other persons. At orgaaizdiguidation, the liquidating
commission is formed which discharges tax duty ofaaization at expense its
resources and at expense the resources receivedliaation of its property. If for
discharge of tax duty there are not enough monsgurees, the arrears are repaid by
founders and participants of organization.

The liquidating commission repays arrears as thheesece provided by item 855
of CCR. The demand balance comes back to the htjagl commission. In case of
bankruptcy liquidation is realized only based on the law ankruptcy.

DISCHARGE OF TAX DUTY
BY REORGANIZATION OF THE LEGAL PERSON
(Item 50 of TCR; items 57-58 of CCR)

Reorganizationof the legal persor- is its merging, joining, partition, separation,
transformation with devolution rights and dutiesagain forming juridical (legal)
person. On civil-law features of legal successibrearganization and its processual
moments in detail spoke Constitutional Court of fussian Federation

Tax-law aspects of reorganization a little bit oghén case of reorganization, the
tax duty is discharged by assignees irrespectivetiver they knew about having of
not discharged tax duty. The assignee must to pay-tarrears and fines on the
devolved tax duty; penalty (if the penalty has beeposed on the legal person for a
tax violation before end of its reorganization).eThrocedure of payment of the
arrears, fine and penalties by the assignee the,stimat is established for the any
payer — organizations.

The basic problems correct fixing of the assignee, and it depends ao
reorganization method. Amnerging by the assignee the legal person who has is
resulted merging. In case ¢bining the assignee — is the legal person who has
attached to it the legal person which is undergaiegrganization. Atpartition

! On case of constitutionality test of paragrapt em 215 and paragraph 2 of item 217
of Civil Procedure Codes of the Russian Federatiotonnection with complaints of citizens
D.V. Barabash and A.V. Iskhakov: ruling of Condiitnal Court of the Russian Federation
from March 1, 2012 5 [Electronic resources] // http://www.pravo.gowv.
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assignees — are all again formed legal personthelfe are some assignees, their
participatory share is fixed based on separatidenica sheet.

In case ofeparationof tax legal succession does not form, that igteer there
is a juridical person from whom other persons wadtecated. Here difference from
separation in civil law on which legal norms at aion to each of the separated
persons devolve rights and duties of the reorgdniegal person according to
separation balance sheet. If it will be proved; tfeorganization by separation is
directed on tax duty non-observance, and the pgaa®mno possibility independently it
to discharge, the tax authority have the rightddrass in court with the action about
putting on of a solidary duty on payment of theemxdues, fines, penalties on the
separated persons.

At transformation of one person to another the assignee is agamefibiegal
person.

Demand balances after discharge of tax duty conuok i@ the assigneén case
of reorganizatiorof foreign organizationthe assignee is fixed by on the same rules
even if reorganization has occurred under the lafvforeign stateFeature is that
since 2005 is observed the tendency to set forfiCR of the detailed mechanism of
discharge of tax duty under the taxes (taking axtoount every possible nuance) at
carrying out of reorganization of legal personsr Example, such mechanism
established by chapter 21 of TCR with referencevatie-added tax (VAT) by
initiation of the item 162.1 and respective altierad in other rules of tax law
regulating collecting of VAT.

If the payer — organization voluntary does not Hemge a tax duty ensues the
forced stage of discharge.

FORCED STAGE OF DISCHARGE

The tax which has been not paid when due hereursdenyell as fines and
penalties under the tax authority decision can benpulsorily collected from
organization accounts in banks or at the expersgheaf the taxpayer or the tax agent
(points 1-2 of items 46 of TCR).

At arrears, the tax authority gives the motivatedision about recovery of arrears
and fines in a lawful date from the beginning opiex of period. At infringement of
the term the decision is considered illegal, amdaas and fines can be recovered only
by court. If the decision is given duly, the taxtarity directs to bank the collection
order (direction) on write-off and transfer in bedg of the sums of arrears and fine
from accounts of payers or tax agents. At thatdiagsion is given by tax authority to
data of the persons in writing.

Bank must to execute the received collection ordmr, as the sequence
established by item 855 of CCR. At that it is neeeg to consider, that paragraph 4 of
point 2 of item 855 of CCR has been recognized nsigtnitional by Constitutional
Court of the Russian FederatforThe paragraph put in the third turn write-off in
budgets and off-budget funds under payment docisnent

However Constitutional Court of the Russian Fedemnatas upheld the paragraph
5 of item 855 of CCR, and this paragraph says, write-off in budgets and off-
budget funds is realized after the second turn wtite orders having indisputable

! Ruling of Constitutional Court of the Russian Fedien from December 23, 199% 21
[Electronic resources] // http://www.pravo.gov.ru.
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character. Hence, actually the sequence of execafiorders under item 855 of CCR
remained former as the content of paragraphs 4awak analogous.

With the purpose of the cardinal solution of thelgempoint 2 of item 855 of
CCR has been enacted in the new wordintamely — at insufficiency of money
resources on the account, for redress of all remeénts debiting of monetary
resources is realized in the following sequence:

Primarily under the executive documents providing transfatetivery of money
resources from account for redress of requiremabtsut compensation of harm,
caused to the life and health, as well as requinésrebout collecting of the alimony;

In the second turminder the executive documents providing transfedtadivery
of money resources for calculations on paymentegésance pays and payment with
persons, working under the labour contract, on maytnof compensations to authors
of results of intellectual activity;

In the third turnunder the payment documents providing transfedtativery of
money resources for calculations on a payment wélsons, working under the
labour contract, ordersf tax authoritieson write-off and indebtedness transfer on
payment of taxes and dues in budgets of budgeysters of the Russian Federation,
as well as to orders of bodies of the control paynud insurance contributions on
write-off and transfer of the sums of insurancetdébations in budgets of the state
off-budget funds;

In the fourth turnunder the executive documents providing redressthér
monetary claim;

In the fifth turnunder other payment documents as calendar sequence

Charge-off of resources from account under theirements which are related to
one turn, is realized as calendar sequence ofpteafedocuments.

If resources on accounts or ecash it is not enaugthey are absent, or tax
inspection has no the information on accounts quisites of corporate electronic
instrument of payment of the taxpayer (tax agempection have the right to collect
the tax at the expense other property of the taxparthe tax agent (item 46 of TCR).

At tax collecting at the expense electronic monegources, the tax authority
directs to bank (where there is ecash of the teeqpdsix agent), the order on transfer
of these money resources into the bank accounthdnorder should be specified
requisites of a corporate electronic instrumerpafment of the taxpayer (tax agent),
the sum subjecting to transfer and account regsigitem 46 of TCR).

If for recovery of arrears there are not enougliskeda rubles, it can be realized at
the expense electronic resources in currency.dhdhse they are translated into the
currency account of organization. Besides the ootetransfer of the tax, inspection
directs to bank the order on sale of a foreignenay of the taxpayer (tax agent). With
the purpose of securing of execution of the degisibinspection about tax collecting
(fine, penalty) transfers of electronic money reses can be suspended.

Suspension of transactions on reduction of theatestectronic money resources
is supposed within the sum specified in the degisiotax authority. According to the
item 46 of TCR, tax collecting in a judicial proced is realized from personal
accounts of organizations if the collected sum edsdive millions rubles. If the sum
of the tax does not exceed five millions rubledleating is realized in the procedure
established by the budgetary legislation of thesRusFederation, at the expense the

! Federal law of the Russian Federation from De@erth 2014Ne 345 // Rossiiskaya
Gazeta. — 2013. — On December 6.
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money resources reflected in personal accountshef thxpayer (tax agent)—
organizations.

For collecting of the tax, tax authority directe tthecision about, collecting on the
p-books or in the electronic form to the body whighealizing opening and carrying
out of personal accounts according to the budgelagyslation of the Russian
Federation, in a place of opening of the personabant of the taxpayer (tax agent).
The form, format and direction procedure in theibsdvhich are realizing opening
and carrying out of personal accounts accordinthéobudgetary legislation of the
Russian Federation, the decision about tax cafigcit the expense the money
resources reflected in personal accounts of thpatges (tax agent) — organizations,
ratified by FTS in coordination with Federal Tregsu

As it is fairly marked in mass-media, before orgation which had the open
personal account in Federal Treasury bodies, weexdusive statute, and indebtedness,
collecting under taxes, fine and penalties it veadized only by judicial procedure, unlike
representatives of business. Thus, the procedwwaneotion collecting from the companies
remained former, and for budgetary organizatiorth tie indebtedness sum under taxes
to 5 million rbl. is put in the extrajudicial prahgre and the judicial procedure of sanction
collecting remains only at arrears over 5 millibH.r

In the presence dhe deposit agreemefite. bailments for hire by bank of money
and securities) money from the deposit accountaasterred only after contract
expiry of period.

If money resources on organization accounts arerdbs it is not enough of
them; if there is no information on accounts, thika tax authority has a right to
recover the arrears and fine sum at the expenge ptbperty of the payer or tax agent
(item 46 of TCR).

Other property —is the organization property (including cash liguid not being
on bank accounts (item 47 of TCR). Collecting & éixpense property is realized by
the bailiff based on tax authority rulings on legarms of FL «On execution
proceeding»If the ruling mismatches requirements of item 47T@R and Federal
law «On execution proceeding», the bailiff haverigat by the ruling to return it for
proper formalization in accordance with FL «On eX@m proceeding». After
renewal, is supposed repeated giving of executderiithents to the baliliff.

In need of the baliliff have the right to in addititb demand TIN (i.e. Taxpayer
Identification Number),numbers of any accounts of the debtor and locatbn
organizations where these accounts are opened; atatbnancial and economic
activity of the debtor.

Tax authority obliged the information to give inethawful date. Primarily the
bailiff recovers money resources. In last turnlib#iff recovers the property devolved
to other persons without devolution of the propeitgit, as well as to other property.
In case of such collecting the tax duty is congdedischarged from the moment of
realization of property and full repayment of arseaf at the expense obtained sums.
At that it is forbidden to tax authorities to buyetrecovered propertesides the
forced stage is realized by attraction of subjetis tax duty tdax responsibility.

At the same time are long shall not to turn toreibservitude. Therefore with the
purpose of stimulation of repayment of arrears,susestructuring of debts under
taxes and dues.

! Kolodina I. Office only for own // Rossiiskaya G#a. — 2015. — On January 13.
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Re-structuring— is stage-by-stage redemption of indebtednessampars,
penalties and fines based on decisions of tax dtyttand according to the schedule
ratified by it.

The general procedure of re-structuring is providgdovernment of the Russian
Federation It is especially underlined, that the right orsteucturing is restored at
payment of current payments and the sums of ey dimd penalties on accounts
payable. Rules of re-structuring of debte concretizedvith reference tacategories
of payers.

For example, the federal state unitary enterpriseering into correctional
system, stage by stage repaid indebtedness urnxis #gad dues during the period
with 2004 for 2013 with gradual increase in payrmewith 3 to 20%, with the
subsequent repayment of the rest of the “debb agricultural organizations,
concerning which is initiated procedure about baptay, the right on indebtedness
re-structuring can be given only at the concludigrthis organization of the amicable
agreement with the bankruptcy creditor

4.4. Discharge of tax duty by natural persons

Discharge of tax duty by natural persons can basiflad on two stages —
voluntary and forced.

VOLUNTARY STAGE OF DISCHARGE

It consists in independent, without compulsion,cedure of payment of the tax
or due by payers.

Featuresof such discharge depend on a type of payers 6tewnf TCR).

Instead of missing person(item 52 of TCR), a tax duty dischargestate
administratorof missing person. Instead lefgally incapablgitem 29 of CCR), a tax
duty discharges thieustee Discharge of tax duty of the persons is realiaely at the
expense money resources. If it is not enough motiey tax authority makes the
decision on suspension of a tax duty which renemabeogation of the decision of
court about a recognition of the person missinggqeior legally incapable. In case of
fulfilment by trustees or administrators of a taalation, they are responsible for the
account of own property.

In case of the announcement of the peried (item 45 of CCR) his tax duty is
stopped by court. But simultaneously successord itlitney accept the inheritance
have a duty to extinguish the arrears, fine andapies under taxes at the expense
hereditary property died and within its cost.

Payment of taxes and dues is realized by banksabyral persons or their tax
agents. The duty on tax payment is considered aigel since the moment when the
natural person has devolved to bank the orderamsfier to the conforming account of

! Procedure of carrying out of re-structuring ofditer indebtedness of legal persons
under taxes and dues, as well as indebtednesdieondded fines and penalties before the
federal budget: decree of Government of the RusBiagleration from September 3, 1999
Ne 1002 [Electronic resources] // URL: http://www.poagov.ru.

 Decree of Government of the Russian Federatiom fidovember 6, 200INe 765
[Electronic resources] // URL.: http://www.pravo.gay.

% Decree of Government of the Russian Federatiom fiane 8, 200N 456 [Electronic
resources] // URL: http://www.pravo.gov.ru.
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Federal Treasury without opening of the bank actofithe money resources, given
by such natural persons to bank (item 45 of CCRg fiesources given by the payer
should be enough for transfer.

FORCED STAGE OF DISCHARGE

It ensues at non-observance or improper dischaygeatural persons of a tax
duty and depends on natural person’s type. Thevtash has been not paid when due
hereunder, as well as fines and penalties undettakeauthority decision can be
compulsorily collected from account$ the individual businesspersam banks or at
the expense ecash of the taxpayer or the tax agent.

If into accounts or ecash it is not enough resayroe they are absent, or tax
inspection has no the information on accounts quisgtes of a corporate electronic
instrument of payment of the taxpayer (tax agengpection have the right to collect
the tax at the expense other property of the taxpanthe tax agent (item 46 of CCR).
Collecting of taxes (fine and penalties) from natyrersons at the expense their ecash
probably as item 48 of TCR, if while transferrin§f money is used personalized
electronic instruments of payment (with possibilityidentification of the client by
operator).

With other natural persons, the sum of the arrears, fine awhlpes for tax
violations can be recovered only by general judalih court according to legal norms
of CPCR under the application of tax or customsybaidthe total sum liable to
collecting from natural persons, exceeds 3 000esbl

The application for collecting is given within simonths from the date of an
expiry of period of execution of the payment requef the tax, due, fine and
penalties.

If within three years from the date of an expiry pdriod of execution of the
earliest requirement the sum of a debt has noteslerk 3000 rubles, the tax authority
(customs body) have the right to address in coiilt application for collecting of the
sum of a debt within six months from the date @f ¢éxpiration of the three-year term.
The date of the filing of application about collagt missed on a good reason can be
restored by court.

Collecting of the tax, due, fine and penaltiestet €xpense of natural persons
property by the judicial act which has based orrment validity, is realized according
to Federal law «On execution proceeding» and refettiures

Collecting is realized sequentially concerning:

1) Money for bank accounts;

2) Cash;

3) Property devolved under the contract in poseassise or the disposal to other
persons without devolution to them of the propeight to this property, if such
contracts are terminated with legal procedure;

4) Other property, except for property intendeddataily private use by natural
person or members of his family, fixed accordingttie legislation of the Russian
Federation.

From the date of arrest imposition on the propentg to date of transfer of
proceeds in budgetary system of the Russian Feolei@ta fine for untimely transfer
of taxes, dues are not charged.

Charge-offof bad debts of natural persohas specificity as, besides base item 59
of TCR, can be provided by special federal laws.
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For example, according to item 4 of FL-330 from2112011, are recognized
hopeless to recovery and liable to charge-off eaas under the taxes (dues), formed
at natural persons as of January 1, 2009:

*indebtedness on the fines accrued on the arreas,indebtedness under the
penalties, registered to natural persons as ofabgriy 2009, concerning which the tax
authority has lost recovery possibility in conneustivith the expiration of a fixed date
of direction of the payment request of the tax,,diree, penalty, date of filing of
application in court about recovery of arrear;

*indebtedness on fines and penalties at the expehpeoperty of the taxpayer
(payer of due) — natural persons, a date for ptasen to execution of the executive
document, but no more than rate of such arrears imahebtedness on fines and
penalties as of day of decision-making on theirghaff.

The legal norms are not used concerning arrearsruhé taxes (dues) paid by
natural persons in connection with realization lbgmh of business or employment in
established legislation of the Russian Federatimnprocedure by private practice,
indebtedness on the fines added on the arrearsndalitedness under the penalties
which are registered to the natural persons.

Features of collecting of internal taxaee regulated by the customs legislation.

4.5. Business taxation

According to Constitution of the Russian Federatiarthe Russian Federation is
guaranteed the economic activities freedom (itenmt&n 34 of Russian Constitution
fixes the right of everyone to free use of theiabd and property for business and
other economic activities not forbidden by the |dus, the federal legislator protects
life and health of citizens, property of naturaljwrdical persons, state or municipal
property.

Such constitutional right is not absolute and cquosetly can be limited by the
federal legislator, which fixes the procedure atijgugations of realization of business
from specificity of various types of production@sjects of civil rights and according
to fixed by Constitution of the Russian Federataoiteria, supposing possibility of
restriction of rights and liberties of the persaw @itizen only by the federal law and
only with the purpose of protection of bases of twmstitutional system, morals,
health, rights and legitimate interests of otherspes, securing of defence of the
country and security of the state (item 55), ansisgmlity of restriction of moving of
the goods and services — if it is necessary fomteaance of security, protection of
the life and health of people, protection of theurmand cultural valuables (item 74)

On sense of item 57 of Constitution of the Rus&iaderation in interrelation with
its items 1, 2, 7, 71 and 75, the constitutionadgion of taxes and dues, first of all,
consists in formation of a financial basis of reation of the constitutional functions
of the state authority. It, however, does not gigrithat at their establishing should be
pursued exclusively fiscal aims.

! Ruling of Constitutional Court of the Russian Fedien from July 18, 2008k 10
[Electronic resources] // URL: http://www.pravo.gay,

Ruling of Constitutional Court of the Russian Fedien from May 23, 2013\ 11
[Electronic resources] // URL: http://www.pravo.gay.

2 Ruling of Constitutional Court of the Russian Fedien from May 23, 2013\ 11
[Electronic resources] // URL.: http://www.pravo.gay.
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The federal legislator within the limits of the clistion has the right to use tax
regulation as the influence instrument on procedurg conditions of realization of
business, including for reduction of economic stiusuconcerning a circulation of
some types of the goods, works and services wehptlivpose of protection of the
morals, life, health, rights and legitimate intésesf other persons and others values
protected by Constitution of the Russian Federation

Business activity, i.e. business, has legal débimi{item 2 of CCR)Businessis
the — lawful, registered, independent, and on thk activity, directed on regular
receiving of profit.

At that businessperson in any case (in the presehabjects of taxation) is
obliged to pay taxes and fulfill other public dsti@nd thus has not the right to refer to
absence of registration as on justifying circumstar(item 11 of TCR). All
businesspersons should i@naging subjects- i.e. the persons, which activity brings
income.

Uniformity of business relations allows to group rofles regulating them in
legislation and science branch buginess law («entrepreneurial law») On an
official scientific specialty, business law followas once civil law.

Favorite and simultaneously inconsistent point iefwis reference of business
law to independent the branch of law. Thereford,. Guseva unequivocally declares,
that business law is the branch of law, regulabinginess relations, and relations on
state regulation of managing for the purpose opetipof interests of the state and a
society. Further, the author continues to argueecty, that business activity is
regulates by not only civil law, but is regulateg tonstitutional, administrative,
financial, tax, criminal law ett. Hence, business law is not exclusively private, la
but it is complex of rules of public law and rulekprivate law. The other authors
(A.G. Korchagin eté) argue also.

Realizing unsteadiness of the approach, severabeuinitially interpret business
law simply as complex of the legal norms, regulgticorresponding group of
relation$, i.e. did not try to carry business law to branchder-branch etc. Other
point of view can study in the literature, resuliledyu.S. Tursunov's practical wotk

Let us argue. Business law primarily is based duliplaw, as business freedom
limited by rules of public law in interests of pens, who are touched by economic
activities of businesspersénsgience, business relations are regulated by pidgil
norms of constitutional, administrative, financiahd tax law. Each businessperson
inevitably enters the tax relations as the payeassifesspersons are obliged to
participate by the taxation in formation of a ptaffile part of budgets, and by payment

! Ruling of Constitutional Court of the Russian Fedien from May 23, 2013\ 11
[Electronic resources] // URL: http://www.pravo.gay

2 Guseva T.A. Business law: the teaching-and-metabdiomplex. — M.: Publishing
house «Examination», 2006. — Pp. 13-15.

% Korchagin A.G., Kusnetsov V.M. Business law: cqstse schemes, tests, practical
guestions. — Vladivostok: Far Eastern Universitplghers, 2008. — P. 5.

4 Martemjanov V.S. Economic law. 1. General provisions: the course of lectures..= M
BEK publishers, 1994. — P. 1.

® Tursunova Yu.S. Business law: the practical work.Vladivostok: Far Eastern
University publishers, 2010.

® Ruling of Constitutional Court of the Russian Fedien from July 18, 2008k 10
[Electronic resources] // URL: http://www.pravo.gay.
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of insurance contributions are obliged in formatarbudgets of the state off-budget
funds.

However, business law contains much and legal nofresil law, and therefore
by item 2 of CCR it interacts with civil (i.e. pate) law. Hence, business law has no
the own method of the legal regulation and spetifiie of legal responsibility as
display of the method and consequently cannot a¢arindependent branch of law.

In our opinion, business law(entrepreneurial law is the inter-branch legal
institution, i.e. it is the complex of rules of ladixed in various branches of the
legislation and regulating the relations in spharbusiness.

We continue to argue further. Rules of business tagulate relations with
participation also public associations and noncororake organizations, which
business is not charter purposes. Therefore, itesy®f business law is allocated
commercial (merchant) law, regulating (in our opm)i business only of
businesspersons, which public associations andanemercial organizations do not
concern. Hencesommercial (merchant) lavg legal institution in system of business
law, i.e. it is the complex of legal norms reguigtithe relations between persons,
which the charter purpose of activity is regulazeiging of profit (that is impossible
without trade).

Business can classify on the general and spedjal leegime.

In our opinion,general businesss the business activity, which realized by any
personable persons on the general legal fundarsert@nce,subjects of general
businesaresubjects of the biggest, big, medium-sized and Igfinal micro) business.

Instead of the biggest business TCR uses concégjedi taxpayer», — and there
are not synonyms. Big business at all not reflestete legislation.

Subjects of big businesse the structures representing, as a rule, iatiegr of
the commercial organizations. For their designatisnused also the concept
«corporation» — i.e. it is the form of the managetw# big-scale business activity

From here, we do the conclusion, that subjecth®figgest business are group
of subjects of big business. Hence, big businesstisity of subjects of big business
(big businesspersons), and the biggest businessciiwity of group of big
businesspersons. Hence, the commercial organizatishich are juridical persons,
have the right to unite for achievement of the mmaxn profit. Subjects of the general
business pay in accordance with general practicey@és referring to them tax and
dues, or use specific systems of taxation (unifagmcultural tax, system of taxation
at realization of production-sharing agreementsstesy of taxation in special
economic zones — we analyze these regimes in atiaspart of our schoolbook).
Special demands are not made to payers on numbdeothar criteria, characteristic
only to small or medium-sized businesspersons.

Among the general questions of business, the gadae haghe accounting of
objects of taxation.Correctness of calculation of tax base of the ayliable to
payment by the any businessperson depends on tle@erprregistration.
Businesspersons estimate tax base following thdtsesf each tax period based on
the registers of the registration and (or) basedtbar documentary corroborated data
about objects, liable to taxes or connected wiftietn 54 of TCR).

! Ruchkina G.F. On the issue of legal regulationetdtions with regard to formation and
use of funds of monetary means by subjects of bigepreneurship // The Financial Law
(journal). —2011. Ne 7.
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Registration registers are intended for orderind) @cumulation of the information
containing in basic documents accepted to thetratjis, for reflexion into accounts of
the registration and in the registration statemBegistration registers are conducted in
special books (magazines), as well as other lawdistration instrumentsRegard

Special businesss a business activity, which is realized in theedal legal
procedure. Hence, subjects of special businesstteresmall and medium-sized
businesspersons, unitary enterprises, public essmts (i.e. public associations) and
non-commercial organizations, etc.

Let usconsider each type of the subjects.

I. SMALL AND MEDIUM-SIZED BUSINESSPERSONS

In our opinion,small and medium-sized businesspersorerry out business
activity by general or special tax legal regimee Tederal law and TCR regulat? it

The special tax regime is concerned to the spéegdl regime (for example,
Simplified system of the taxation), which big anddest businesspersons cannot use.
At disclosing of the theme, we will use the curréagislation, including acts of
Constitutional Court of the Russian Federation

SMALL BUSINESSPERSONS ARE:

1. Individual businesspersos the natural person, who realizes business witho
formation of the juridical person;

2. Small entity (small enterpris& the juridical person number to 100 persons;

3. Micro-enterpriseis the juridical person number to 15 persons.

Medium-sized businesspersois juridical person number from 100 to 250
persons.

Small and medium-sized businesspersons have the togpass to preferential
system of the taxation, the account and reportaswet) on TCR.

Their support is made from budgets based on state@rainicipal programs with
participation of corporation for development of dnamd medium-sized business (the
corporation co-ordinates rendering of such suppdrfus, subjects of small and
medium-sized business annually represent the irdtiom on results of use of the
received support. In this connection, the RussiasiBent by decree has created Joint-
stock company «Federal corporation for developn@nsmall and medium-sized
business». The Corporation is obliged to realimarftial and other support to subjects
of small and medium-sized businéss

! On the accounting: federal law law of the Rusgtaderation from December 6, 2011
Ne 402 // Rossiiskaya Gazeta. — 2011. — On Decemtf&r 7

2 On development of small and medium-sized busiiresise Russian Federation: federal
law of the Russian Federation from July 24, 20@7209 [Electronic resources] // URL:
http://www.pravo.gov.ru.

% Determination of Constitutional Court of the RassiFederation from July 1, 1999
Ne 111 [Electronic resources] // URL: http://www.poagov.ru;

Determination of Constitutional Court of the Rias Federation from April 9, 2001
Ne 82 [Electronic resources] // URL: http://www.pragov.ru;

On distribution and granting of subsidies frdra federal budget to budgets of Subjects
of the Russian Federation on the state supponnaflsand medium-sized business, including
country (farmer) economy: decree of Goverment ef Russian Federation from February 27,
2009Ne 178 [Electronic resources] // URL: http://www.poagov.ru.

* On measures for the further development of snmall medium-sized business: ukase of
President of the Russian Federation from June 55 R0 287 // Rossiiskaya Gazeta. 2015. On
June 9.
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All businesspersons estimate tax base followingrdselts of each tax period
based on data of the accounting of income and egseand economic transactions in
the procedure fixed by TCR.

The legal regimeof the taxation of small and medium-sized businessms
depends on the type of special tax regime whicly theve chosenlf they have
choseed special tax regimeaeceive essential privileges and advantatfethey not
choseedspecial tax regime dse the general regime of the taxation, i.e. diggha
tax duty on the general legal grounds along withléingest and big businesspersons.

Besides, in TCR under each conforming tax it iseigly noticed, that resources
of financial support in the type of subsidies reedi according to Federal law «On
development small and medium-sized business in Rbossian Federation», are
reflected as a part of income to proportionally enges which have been actually
realized at the expense of this source, but no itiame two tax periods from the date
of receiving.

If upon completion of the second tax period, thm s the received resources of
such financial support exceeds the sum of the rézed expenses which have been
actually realized at the expense of this sourcegimdetween the sums in corpore is
reflected as the part of income of this tax pefriod

For the system solution of problems small and medisized business by
Government of the Russian Federation in 2016 hasbepproved Strategy, which
includes special section 5 «Perfection of a policythe field of the taxation and
nontax payments»According to the Strategy — measures concerningestsof the
small and medium-sized business enacted withitirthies realization of a tax policy,
should be directed, on the one hand, on formatibrstipulations for business
realization in a legal field, and on the other hanoh stimulation of entrepreneurial
activity and increase of competitiveness of in éobuisiness entitiés

4.6. Tax privileges

Tax privileges (tax benefits, tax credijs— are lawful advantages of some
categories of payers in comparison with other paydrtaxes or dues (item 56 of
TCR).

Featuresof tax privileges:

*Privileges can be established only the law ang ackording to TCR. Privileges
can be fixed by by-laws only in the cases direptlyvided by the law.

*Privileges are not related to taxation essentahents.

*Privileges cannot have individual (i.e. persor@iaracter, i.e. it cannot be given
by the law to the concrete payer. They can be ghatagoriesof payers (i.e. invalids,
heroes of the Russian Federation etc.). At thdy, the legislator has the right to fix
(to narrow or expand) a circle of persons on wihiphly tax privileges.

*Payer has the right to be disallowed from use pfigilege or to suspend its use.

! Federal law of the Russian Federation from March2@11 Ne 23 [Electronic
resources] // URL: http://www.pravo.gov.ru.

2 Strategy of development small and medium-sizedhless in the Russian Federation for
the period till 2030: it is approved by Governméirective of the Russian Federation from
June 2, 2016 1083 [Electronic resources] // URL: http://www.poagov.ru.
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*Privileges automatically are not used, but onlyleinthe motivated application
of each payer with the attachment document appearfdiorroborating documents or
at a presentation of the conforming certificate.

About the importance of tax privileges says attl¢las fact, that Subjects of the
Russian Federation publish on the official sitesittiormation on resultsf an annual
estimation of efficiency given tax privileges amates of the taxes established by
legislative (representative) authorities of Sulgexftthe Russian Federation.

For example, inPrimorsky Krai in pre-sanctions 201the ratio of budgetary
efficiencyof tax privileges (correlation of a gain of corate property taxes, transport
tax to a gain of tax privileges under these taxegelation to 2009) has been 1.5
(including: under the tax on property — 1.3, uridher transport tax — 3.7Jhe ratio of
social effectiveness tax privileges (a correlation of a gain of volerof the transport
tax on natural persons to a gain of tax privilegeder the transport tax) for natural
persons has been 1. The general (integrated) imdegffectiveness of the tax
privileges given in Primorsky Krai in 2010 to orgeations and natural persons under
the tax on property and the transport tax has he2s\

Tax privileges are various, and therefam classified by various criteridzor
example,V.l. Dymchenkaodivides classifies privileges osubjects andobjects of
taxation on subjective and objecfivan this case the author has allowed, in our
opinion, terminological inexactitude as the subjects understood as that depends on
will and consciousness of the person; under olyedtiat and consciousness of the
person does not depend on will. But privileges ahways established by the
legislator — person, and so depend on his will@rsciousness. The privileges which
are not dependent on will and consciousness gie¢h&on does not exist.

Privileges can be classified on types of tBxamples: privileges under federal
taxes, regional taxemcal taxes. Or there are — privileges under tl@dport tax;
privileges under the value-added tax etc. Or tlaeee— privileges under direct taxes,
privileges on indirect taxes etc.

To optimum us appears to classification of privlegunder their content on
subject, object and specific.

Subiject privilegeslepend basically on a type of payers.

Subiject privileges can be classified on unconditi@md conditional.

Unconditional privilegesare used without any restrictions and conditidRgt
example: heroes of the USSR and Russian Fedefatianprivileges certainly — they do
not have necessity to be heroes twice or threestiongo have physical inability etc.

Conditional privilegesare used only at the regard of lawful restricticors
conditions. For example, only the agricultural coodlity producers having relative
density of income of 70% also are more exempteu fitee land-tax.

Object privilegesdepend basically on a type of object of taxati@bject
privileges can be classified on exceptions and ciézhs.

Exceptions- are quantities of money or other objects corepletxempted from
the taxation. For example, the alimony is not geffeby individual income tax
(surtax); lands of reserves are not suffered bg-tan etc.

Do not subject to any taxationgrants (i.e. free aid) which are represented for
maintenance of a science, education, cultures gadram organizations of U.N.O.,

! [Electronic resources] // URL: http://www.primossku.
2 Dymchenko V.I. Russian tax law. The general paNlentioned writing. — P. 24.
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International fund of technologies and investmeAtsierican university in the city
Washington eté, as well as other grafts

Deductions- are quantities of money or other objects deduirtem tax base and
its reducing. For example, under the individualome tax from tax base of the
liquidator of average on the Chernobyl atomic posttion are monthly deducted
3000 rbl. (item 218 of TCR).

Specific privilegesare established depending on specificity of thecoete tax or
due. For example, there are: exemptions from digehaf duties of the payer — under
the value-added tax; preferences — under the cegpagyments etc.

Besides, specific privileges are established duttiegprocess of international legal
regulation of cooperation of the states in taxasphere. The international agreements on
tax questions by the nature are agreements onriegde tax privileges. At that the
occurring once taxation of the income received ftbencertain type of activity, as well as
the property, provided in agreements on eliminatibtine double taxation, it is necessary
to consider as a tax privilege. Methods of elimoratof the double taxation (i.¢ax
deduction and tax exemption)by the nature also are methods of rendering of
privileges.The list of international treaties of the Russiadéfation on elimination of the
double taxation contains in the letter of FTS ob&a on the mutual administrative help
on tax affairs and the international exchange etax informatiof

The state during the process of tax reform adhersgategy of an establishing of
privileges and categories of exempts to an optinewal stimulating development of
economics without social shocks. At thativileges are not related to obligatory
elements of the taxatioAs repeatedly underlined Constitutional Court & Bussian
Federation, exemption from payment of taxes bynttere — is the privilege, which is
an exception from Constitutions of the Russian Fatn (items 19 and 57)
principles of generality and equality of the tamati

Privileges always have address character, and #@stablishing related to an
exclusive prerogative of the legislator. Only tlegislator has the right to fix (i.e. to
narrow or expand) a circle of persons on which ygpk privileges (rulings of

! The list of the international and foreign orgaticzas, which grants received by taxpayers
given for maintenance of the science, educatidtyres and arts in the Russian Federation, do not
subject to the taxation: ratified by Decree of Gaweent of the Russian Federation from March 5,
2001Ne 165 [Electronic resources] // URL: http://www.poagov.ru.

2 The list of the international and foreign orgafimas, which grants received by
taxpayers (free aid) do not subject to the taxatiod are not considered for tax reasons in
income of the Russian organizations — receiveggafts: ratified by Decree of Government of
the Russian Federation from June 28, 2Q@8 485 [Electronic resources] // URL:
http://www.pravo.gov.ru;

The list of the Russian organizations, which thantg received by taxpayers (free aid)
given for support of the science, education, caltand art in the Russian Federation, do not
subject to the taxation: ratified by Decree of Goweent of the Russian Federation from July
15, 2009Ne 602 [Electronic resources] // URL: http://www.poagov.ru.

% Labos’kin M.A. International legal regulation odaperation of the states in taxation
sphere: dissertation abstract on graduation of Rh® in jurisprudence. — St.-Petersburg,
2007. - Pp. 8, 18-20.

* On the mutual administrative help on tax affainsl anternational exchange of the tax
information: letter of FTS of Russia from DecemB&; 2015Ne OA-4-17/22482 [Electronic
resources] // http://base.consultant.ru/cons/ctiercgi?req=doc;base=LAW;n=191097

® Rulings of Constitutional Court of tht Russian Emtion — from March 21, 199¥ 5
and from March 28, 200Re 5.
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Constitutional Court of the Russian Federation friglarch 21, 199N\e 5 and from
March 28, 2000\e 5). Constitutional Court of the Russian Federatias specified in
this connection, that tax privileges can be prodidey the legislation only in
necessary, according to the legislator, cases.

Therefore absence of such privileges for othergoates of payers does not
influence an estimation of legality of an estabhghof the tax. The thesis considered
on an example of privileges under VAT.

Exception of the organizations and individual basspersons realizing the by-
excise goods and by-excise mineral raw materiede) Bmong the persons having the
right to exemption from discharge of duties of payef VAT, cannot be recognized
mismatching Constitution of the Russian Federatgamce it would signify an
estimation of expediency of the decision of thadedor (it is not included into the
competence of Constitutional Court of the Russieddfation established by item 125
of Constitution of the Russian Federation). Thusn<itutional Court of the Russian
Federation has verified constitutionality of thenit 145 of TCR which is not
extending a right on exemption of organizations extlividual businesspersons from
discharge of duties of payers of VAT if the persosealize the by-excise goods and
by-excise mineral raw materials

Besides, Constitutional Court of the Russian Feéder&as underlined, that item 145
of TCR cannot form a ground for refusal to the @ersvho is putting into practice
simultaneously realization of the by-excise and Imptexcise goods, in rendering of
exemption from discharge of duties of the payeWAfl on transactions with not by-
excise goods

From features of an establishing and use of theptasleges considered on an
example of VAT, it is possible (taking into accoufggal propositions of
Constitutional Court of the Russian Federalida draw the followingonclusion By
virtue of principles of the fair taxation, legal ujty of the taxpayers, an equal
financial encumbrance, generality of the taxatia@stablishing of specific stipulations
of payment of obligatory payments for some catexgoof payers is the type of the
state support. But such regulation cannot haverithsgation character, put in
unreasonable and unfair distinctions and put saaegories of payers in the worst in
relation to another statute, i.e. to break the tii®nal principle of equality,
contextual from items 1, 15, 197 of Constitution of the Russian Federation aanhit
3 of Tax Code of the Russian Federation.

Serious problem for payersasllecting of the document®rifying the right on a
privilege which it is necessary to present to tatharity. The list of such documents
is established based on TCR. Absence of the doduwmremon-observance of its
form — is the ground for refusal in privilege realion.

However Constitutional Court of the Russian Fedenatbn an example of
privileges under VAT has specified, that the righta privilege can be verified not
only the obligatory document provided by rules afblc law, but also other
documents containing the needful information. Nbsesvance of formal
requirements concerning documents cannot be thendrfor deprivation of the payer
of the right on a privilege

! Determination of Constitutional Court of the RassFederation from February 7, 2002
Ne 37 /I Rossiiskaya Gazeta. — 2002. — On May 22.

2 Determination of Constitutional Court of the RassiFederation from November 10,
2002Ne 313 // Rossiiskaya Gazeta. — 2003. — On February 4

® Ibidem.

4 Ruling of Constitutional Court of the Russian Fedien from July 14, 2003k 12 //
Rossiiskaya Gazeta. — 2003. — On July 29.
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Such the legal proposition of Constitutional Coaftthe Russian Federation
allows to payers to prove complaints to the taharities which have disallowed in
realization of a privilege on the ground that préed documents do not answer the
fixed form or are not provided by any list. l.eetmain thing, that the document
contained the concrete facts and has been cettifi¢de signature and the seal.
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Chapter 5. LEGAL FUNDAMENTALS OF THE TAX CONTROL
AND TAX ACCOUNTABILITY

5.1. Conception of the tax control and tax accohitity.
5.2. Tax inspections.
5.3. Tax expenditure control of natural persons.

5.1. Conception of the tax control and tax accountability

The word «control» has originated from French «emep — i.e. inspection,
surveillance for the purpose of inspectidm.our opinion the anycontrol is legal
activity of competent authorities and persons aiuseg of applicable compliance of
legal norms. It is possible to emphasize followipges of the controlstate control,
non-state control(for example — municipal control, public controlcgt state
supervision(as only state bodies realize supervision; forngda, the procuracy
supervision realizes public prosecutor's supemijsidax control is the type of the
state control.The tax control is invariable object of scientifiesearches. We will
illustrate it taking into account own positidns

Constitutional Court of the Russian Federationdeeply interpreted bases of the
state control in the legal propositidnsControl function of the state by the
constitutional and law nature is derivative ofiganizing and regulating influence on
public relations, including in civil turnover spleerThe state has the right to and is
obliged to realize control function in sphere obeamic relations, as regulation and
protection of economic rights, establishing of lsagka federal policy and legal bases
of single market, federal programs in the fieldeebnomic development, financial,
currency, credit, customs regulation, federal eomnoservices, civil legislation,
standards, standards, accounting — are categohye@onstitution of the Russian
Federation to competence of the Russian Federéitems 71); and protection of
human rights and freedoms, questions of the pdssessse and disposal of land,
water and other natural resources, wildlife managenmenvironmental protection and
ensuring of ecological safety, administrative, lawater, forestry legislation, subsoil
legislation — to joint competence of the Russiamdfation and Subjects of the
Russian Federation (item 72).

Control function is inherent in all public authagi within the competence fixed
them that assumes their independence at realizafidhis function and specific to
each of them realization forms. The federal letis|ehaving a sufficient discretion in
fixing — concrete types of the state control (sujséwn), grounds, forms, ways,
methods, procedures, terms of its carrying outteris of measures of the state
compulsion used following the results of contrdi@ts, as well as concrete procedure
of financial provision, — at the same time is casted by the general constitutional
principles of organization of system of public aurities, and regulation realized by it
should correspond to the legal nature and chara€tdre public relations developing
in sphere of the state control (supervision). Eadeestrictions of rights and freedoms
of the citizens occupied by business should be gitimmal to constitutional

! Beloshapko Yu.N. Russian tax law: the manual. adilostok: Far Eastern University
publishers, 2004.

2 Ruling of Constitutional Court of the Russian Fedien from July 18, 2008k 10
[Electronic resources] // URL: http://www.pravo.gay.
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significant purposes and not to form obstacleseirteconomic independence and the
initiative.

Hence, all expounded to the full is related to financial control.Definition of
the financial control proposed in a science. Acocydo some authors, the financial
control is legality control in the finances fiéldThe deep analysis of the financial
control concept results in N.D. Pogosjan's mondtftage understands the financial
control as check of financial activity. Severalestists analyze types of the financial
control without discussion of the problem of cortéep

The analysis of all points of view allows comingthe following conclusion. The
financial control is legal activity of competent authorities and pesson securing of
applicable compliance of rules of financial law.réigulated by the general federal
legislation, and the special financial legislation.

New subjects will be connected. In a science amdyaad questions on a legal
status of institution of the financial ombudsmaggulation of his activity, its purposes
and principles are argued, foreign experience sfftmctioning, and his place and a
role in financial and banking systems of the $tate

At the base of the financial controlafficial accounting. It regulated by FL «On
accounting», FL «On the consolidated accountabiliand other legal acts. The
accountingis formation of the documentary systematized mtion on lawful
objects according to legal requirements and drawm@n its basis of the accounting
(financial) reporting

The RF Constitutional Court has explained tbfiicial accountingin Russia is
the instrument of financial regulation. Accounting one of the constitutional
guarantees of the single market, integrity of ecaicospace as one of bases of the
constitutional system of the Russian Federatiomddethe federal legislator has the
right to assign on participants of economic adggitthe recordkeeping functions.
Moreover, the federal legislator has the right $sign on certain participants of the
market the duty to give to authorities the inforimaton accounting. The accounting
should have such guarantees, which would allow ighog authenticity of the
accounting-and-registration information in the pubburposes that is impossible
without drawing up and granting of the accountiegarting, as well as without the
corresponding control and check of its conduéting

The accounting statemei the lawful systematized information on the ficiah
viewpoint of the subject and results of its ac}itifThe consolidated accountabiliti

! Financial law: the schoolbook / Under the N.I. ftiheva's editorship. — M.: JURIST
publishers, 2002; Financial law: the schoolbook dit&-in-chief E.Y. Gracheva,
G.P. Tolstopjatenko. — M.: PROSPECTUS published§92

2 pogosjan N.D. Audit Chamber of the Russian Feiterat- M.: JURIST publishers,
1998. — Pp. 96-115.

% Karaseva M.V. The mentioned writing. — P. 163.

* Tikhomirov K.A. Place and Role of the Financial Budsman Institution in the State
Financial and Banking System // Financial Law jlrrs2015. Ne 12. — Pp. 46-48.

® On accounting: federal law of the Russian Fedematiom December 6, 2018 402
[Electronic resources] // URL: http://www.pravo.gy.

® Ruling of Russian Constitutional Court from Aptil 2003Ne 4 [Electronic resources] //
URL: http://www.pravo.gov.ru; Ruling of Russian Gtitutional Court from July 18, 2003
Ne 14 [Electronic resources] // URL: http://www.pragov.ru.

" On accounting: federal law of the Russian Fedematiom December 6, 201c 402
[Electronic resources] // URL: http://www.pravo.gay.
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the systematized information, reflecting the finahcesults and financial standing of
the organizatioh

According to program documents and recommendatifamsdrawing up of the
financial accountability according to ISFR (i.etdmational Accounting Standards)
on a basis of the accounting, realized accordirthedRussian rules of accounting, the
credit organizations (lending agencies) use trensformation methqgdthat is
rearrange items of accounting balance and the trepoprofits and losses, as well as
use other database formed on a basis of primamyrdemts, bring necessary updating
and use professional judgments.

Tax control is the type of a financial control

According to item 57 of the Constitution of the Rias Federation, each must to
pay lawfully established taxes and dues. By virtiethe constitutional binding
prescribing, the mechanism of regulation of theatax entered by the legislator
should guarantee completeness and timeliness aheraty of taxes and dues and
simultaneously — lawful character of the activifyanthorized bodies connected with
their collection and officials.

As an element of the legal mechanism guaranteeiisgharge of the
constitutional duty on payment of taxes, acts systé measures of the tax control by
which according to TCR is recognized activity offaarized bodies under the control
of compliance by taxpayers, tax agents and payfedsi@s of the legislation on taxes
and dues in the procedure established by TCR @&m

Tax authorities, in turn, form control of unifieérdralized system compliance of
the legislation on taxes and dues, correctnessatfulation, completeness and
timeliness of payment (transfer) of taxes and dodsidgetary system of the Russian
Federation (item 30 of TCR; items 1 and 2 of Lawt# Russian Federation from
March 21, 199INe 943-1 «On tax authorities of the Russian FedarajioAt that by
centralized character of system of tax authorjiegzletermines the control of superior
tax authority activity of the subordinate tax autties, directed on ensuring of
compliance of the legislation by them about taxes dues according to a principle of
the constitutional legality (item 15 of Constitutiof the Russian Federation).

The theme urgency about the tax control and thadesuntability is corroborated by
practice. According to Federal State Statistics/ier even in free from the western
measures of economic compulsion 2000 the shadownosuo participatory part in the
Russian Federation was more than 20%. At that wersidered income from the
economic activities assented by the law which thek cover from the taxation. Only in
commerce from the VAT taxation has been covered 6fl¢élue added

Definition of the tax control for the first time @oposed by TCR; but it, in our
opinion, uses a tautology («control is an activityder the control»). We with the
purpose of educational process will use our pasitioder the tax control. It is at that
expedient to notice, that some authors refer, ahemtalon, on any one opinion. For
example, M.N. Kobzar'-FroloJa gives rise to base on item 82 of TCR
A.A. Jalbulganova's defining the tax control asgedural action of tax authorities
under the control of compliance of the legislation taxes and dues position,
correctness of calculation, timeliness and compkxe of payment (transfer) of taxes

! Federal law of the Russian Federation from July 2810 Ne 209 [Electronic
resources] // URL: http://www.pravo.gov.ru.

Z Interfax. Every fifth remains in a shade // Raslgiiya Gazeta. — 2000. — On October 13.

% Kobzar'-Frolova M.N. Role and significance of ttex control and accounting of
taxpayers in the prevention of tax illegality //éTRinancial Law (journal). — 2010.Ne 7.
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(dues). And now we will compare this definition tem 82 of TCR. All is very
similar — the same tautology « control — activitydar the control». It is received, that
an essence of the concept of the author that hparaphrased legal norms of the law.

The analysis of the financial and tax legislatioifows us to consider the tax
control as a component of the financial contra, ias activity on ensuring, instead of
actions under the control.

Tax control— is activity of competent authorities and personsensuringof
applicable compliance of rules of tax law. The tiis regulated by TCR, other
effective legislation which is not conflicting TCRt that special laws and by-laws
explain or concretize rules of the tax control @ntain fields of activity. For example,
FL-229 from July 27, 2010 and other federal lawesraade alterations in TCR which
not only in more details and accurately regulattesbent rules on the registration,
removals from the registration etc., but also plevample opportunities for initiation
of electronic forms of the control with use of menmunication communication
channels without obligatory duplication on p-bcoks

In a science, it is truly noticed that the tax coh&nd the registration of taxpayers
are the major methods of the prevention of infringats of the legislation on taxes
and dues. Perfection of legal norms of TCR, thedtuction in conformity with other
normative legal acts will allow increasing collecti of taxes and will increase
effectiveness of daily activity of tax authorities

The tax controlis realizedby tax authorities, customs bodies, internal adfair
agencies, investigatory bodies, and others.

Tax authorities

Tax authorities +ederal Tax Service (FT@)nd its territorial subdivisions — are
related to the basic bodies of the tax control esitteey are specially formed for
monitoring of tax sphere.

The FTS of Russia are the federal enforcement dtythahich is realizing
functions under the control and supervision of cliemge of the legislation on taxes
and dues, for correctness of calculation, compésterand timeliness of entering into
the budget of taxes and dues, in the cases provigdde legislation of the Russian
Federation, of correctness of calculation, compless and timeliness of entering into
the budget of other obligatory payments, of martufacand turnover of tobacco
production, as well as function of the agent of therency control within the
competence of tax authorities.

FTS carry out also other functions— i.e. it is tpkenipotentiary federal
enforcement authority which is putting into praetithe state registration of legal
persons, natural persons as individual businesspend country (farmer) economy,
and also authorized federal enforcement authorityueng presentation in causes
about bankruptcy and in bankruptcy procedures giheamt requests of obligatory
payments and requirements of the Russian Fedenatider financial obligations.

Customs bodies

Customs bodies —Federal Customs Service (FCSand its territorial
subdivisions — realize the control of compliancerdles of tax law at collecting of
internal taxes (i.e. excise taxes and VAT). FC8raatts with FTS by Minfin of Russia
into which structure FCS and FTS are included.

! Rossiiskaya Gazeta. — 2010. — On August 2.
2 Kobzar'-Frolova M.N. Role and significance of ttax control and the registration of
taxpayers in the prevention of tax illegality //éTRinancial Law (journal). — 2010.Ne 7.
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At realization of the tax control, customs bodiee guided by the tax and
customs legislation, CRoAV, CCPR, FL of the Rusdi@ueration «On operational
investigations». Theustoms legislationontains the exhaustive list of control powers
of customs bodies. At that TCR is used simultankough the customs legislation to
which in Tax Code direct sendings — if the conwblcompliance of the legislation
regulating collecting of customs payments contais features.

In our opinion optimum in connection with customs payments woblel
regulation exclusive by Tax Code of the RussianeFatbn of all relations as the tax
system is uniform and it joins a part of customgnpents. By the customs legislation
should be regulated only that does not join indgstem.

President of the Russian Federation in the Mestadederal Assembly of the
Russian Federation from May 25, 2005 has specifiat inspection of execution of
the tax and customs legislation, instead of re@inaof "plans” on taxation should
become a priority in activity of tax and customglies. They should rhythmically
work; duly react to the allowed infringements, thain attention to give to the current
period, instead of repeatedly to come back to @maesproblems. Such approach,
finally, will guarantee freedom of business and falation to it from the state

Internal affairs agencies

Internal affairs agencies (IAA) have acquired thght on demand of tax
authorities to participate together with tax auties in realized by it field tax
inspections (chapter 6 of TCR).

It is interesting, that such component of IAAgdice has acquired the right to
participate in tax inspections irrespective ofxaitepection type (i.e. not only in field
inspections) and without the reservation «togethién tax authorities% In it is not
only a different interpretation to TCR, but alse ttorruptive factor: it is received, that
police for participation in inspection is necessanyy inquiry, and further they can
operate independently, without presence of taxaitibs. Thus the tax police earlier
operated and was liquidate because of system aphbgithe powers.

IAA musts in the lawful date to direct to tax auityp materials about the
circumstances which are within the competencexohtehorities, for acceptance on them
decision. At that th@olice at revealing and suppression of tax crimes haaeight — to
reguest and receive from credit organizations métion on transactions and accounts of
legal persons and the citizens who are puttingpractice business without formation of
legal person; to receive the data forming tax $eefth the purpose of prevention,
revealing and disclosing of crimes according tdélgslation of the Russian Federafion

IAA interacts interact with FTS by TCR, FL «On pmi», other federal laws, as
well as collective ordefsind agreements

! Rossiiskaya Gazeta. — 2005. — On April 26.

2 On police: federal law of the Russian Federafiom February 7, 201) 3. — Item 13
[Electronic resources] // URL: http://www.pravo.gay

* Ibidem.

* On the approval of an order of interaction of int# Affairs Agencies and tax
authorities under the prevention, revealing angsegsion of tax violations and crimes: decree
of Minfin of Internal Affairs of Russia, FTS of Rsia from June 30, 200% 495/MM-7-2-347
[Electronic resources] // URL: http://www.pravo.gay.

®> Agreement on interaction between Ministry of IntrAffairs of the Russian Federation
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Basic forms of interaction are:

*planning and carrying out, both is collective, aisdindependent, the actions
directed on ensuring of completeness of receiptas and dues in budgetary system
of the Russian Federation and prevention of infingnts of the legislation of the
Russian Federation;

*mutual exchange data, including in electronic forai interest and directly
connected with fulfilment of problems and the fuoes assigned to them by
legislative and other normative legal acts of thisdtan Federation;

*collective expert examinations and consultatioasmoerning workings out of
normative legal acts;

*exchange of experience with the purpose improvenoérprofessional skill of
staff, including by carrying out of collective serars (conferences) and training;

*carrying out of collective researches of the peohé connected with the
revealing, prevention and suppression of tax iotest and crimes in economic
activities sphere.

For realization of actions of interaction in thstéid forms and joint cooperation
coordination at all levels can be formed workingugps from among employees of
internal affairs agencies and tax authorities.

Investigatory bodies

The investigatory bodies empowered to realize miakry investigation on
criminal cases about the crimes provided by ite@&-199 (etc.) of Criminal Code of
the Russian Federation. Investigatory bodies haenbn addition included by the
special federal law in section Il of TCR in connection with formatioof
Investigatory Committee of the Russian Federatiod aecessity of increase of its
importance for counteraction to tax crimes.

Other persons also take part in the tax contifat, provided by the federal law (there
are bodies of state off-budgetary funds; banksgrofimancial organizations, etc.). So,
financial organizations enact the proved and attlessieasures in the circumstances on
revealing among the persons concluding (concluaeth) financial organization the
contract providing rendering of financial servicas,well as persons on who extends the
legislation of the foreign state on the taxatiofoogign accounts

It is necessary to underlihéOn tax authorities does not apply restrictions on
inspections (except for the rules-principles wtdoh not contradicting TCR), provided by
FL «On protection of rights of legal persons ardividlual businesspersons at realization
of the state control (supervision) and municipaitam>®.

Tax control outwardly can be formalized differently

! On alteration in some legislative acts of the Rars$ederation in connection with
perfection of activity of bodies of preliminary iestigation: federal law of the Russian
Federation from December 28, 2040404 // Rossiiskaya Gazeta. — 2010. — On Decenther 3

2 On features of realization of financial transacsiowith foreign citizens and legal
persons, on alteration in the Code of the Russedefration on administrative violations and
recognition expired some legal norms of legislatie¢s of the Russian Federation: federal law
of the Russian Federation from June 28, 208« 173 [Electronic resources] //
Http://www.pravo.gov.ru.

% On protection of rights of legal persons and iidiial businesspersons at realization of
the state control (supervision) and municipal aantfederal law of the Russian Federation
from December 26, 2008 294 // Collection of Legislative Acts of the RizssFederation. —
2008. -Ne 52. — |tem 6249.
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Forms of the tax control

I. Data accessing from the international organizatis and bodies of the tax
control of the foreign states is possible only under condition of participatidntioe
Russian Federation in the international organimstior on the basis of bilateral
international treatieRRussia is participant of the FATF, Group EGMONT &#iG.

FATF (Financial Action Task Force on Money Laundering the international
organization (group) under the control over finahtiansactions and struggle against
money laundering. &TF founded in 1989 at the summit of «Group of SevenBaris
(France). Russia officially entered to FATF in 2003 by Ruosfonitoring. The
general rating of Russia following the resultsraérnational estimation FATF in 2008
has made 70% that corresponds to level of Canadly, land Switzerland. Full
conformity of our activity to the international stéards is noted In September 2009,
Russia has successfully protected in the Counditwbpe the report on progress in
struggle against «black monéy»

Group EGMONT s FATF analoguenamed so in the place of the first meeting of
heads of national financial investigations in pal&gmont in Brussels. It formed in
1995 and unites financial investigations of 106rtaas of the world (for comparison,
in FATF are 33 countries, including Russia). RugsiaRusfinmonitoring since 2008
officially participates in the Group and annuallgtypin a payment — 11.7 thousand
dollars, i.e. is obliged to provide correspondingenditures in the federal budget.
Participation in Egmont expands possibilities o6&a on joint international financial
investigation of the crimes connected with launagrof criminal income, including
by alternative systems of money order and offsores.

Eurasian groupon struggle against money launders and terrorisrmdncing
(EAG) - includes Russia, Belarus, Kazakhstan, Kirghifidina, Tajikistan, and
Uzbekistan. It formed at the initiative of Russ&ragional analogue of FATF. The
tendency to expansion of structure of the Euragiamup observed Its participants
(i.e. Brazil, Russia, India, China, and South Adjitound New Bank for Development
of the BRICS Countries. The corresponding Agreenaricluded 7/15/2014 and
ratified by Russia 3/8/2015. The Bank purposenarfcing of infrastructural projects
and sustainable development projects in the BRiG&s and developing countries.
The capital of Bank resolved to release — 100dnillUSA dollars. It is distributed
between the BRICS countries share and share alike20%.

The mechanism ainformation interactionbetween financial organizations and
authorized bodies establishes Government of theiRus$-ederation. For example, in
case of revealing of persons on which the legmhaf the foreign state on the
taxation of foreign accounts extends, during theopefor which it is necessary to
give data in foreign tax authority according to kbgislation of the foreign state on the
taxation of foreign accounts, the organization algeto Federal Tax Service the

! Vasil'chenko E. In lists it is not significantRbssiiskaya Gazeta. — 2002. — On October 12;
Vasil'chenko E. To currency freedom a delay // iglesya Gazeta. — 2002. — On October 15.

2 Zykova T. On a ruble trace // Rossiiskaya Gaze®009. — On February 25.

% Zykova T. Load money by trunks // Rossiiskaya Gaze 2009. — On October 7.

4 Zykova T. Rosfinmonitoring contacts // Rossiisk&@azeta. — 2008. — On April 16.

® Zykova T. There are articles // Rossiiskaya Gazet2004. — On February 10, on
October 5, on October 6; Zykova T. On a roubledréicRossiiskaya Gazeta. — 2009. — On
February 25; Zykova T. In Central Asia there wid Binancial investigations // Rossiiskaya
Gazeta. — 2005. — On September 28.
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conforming information from the date of receivin§l the consent of the client —
foreign taxpayer on an information transfer aboimh im foreign tax authority and
simultaneously in authorized bodies

Besides, FTS have published the circular on thermattional exchange of the tax
information according to which/1/2015 for the Russian Federation has come into
force Convention on the mutual administrative hatptax causes from 11/25/1988, —
and at FTS of Russia there was possibility to compaie with competent authorities
of the foreign states and dependent territorie$ wihich earlier there was no legal
basis for administrative interaction. The list otk states (dependent territories) can
vary in process of joining to the Convention ofeetparticipants. The most actual
version of the list is published to the addresp:Hwvww.oecd.org/ctp/exchange-of-
tax-information/Status_of convention.pdf.

In the list of the states (dependent territoriesithwwhich is possible the
international exchange of the tax informatioas of 12/10/2015 have entered:
Anguilla, Aruba, Belize, Bermuda (Bermuda), the tBH Virgin Islands, Ghana,
Guernsey, Gibraltar, Greenland, Jersey, Caymands|aCameroon, Colombia, Costa
Rica, Curacao, Mauritius, Montserrat, Nigeria, IsfeMan, San Marino, Seychelles,
Turks and Caicos Islands, Tunis, Faeroes, Estomathers.

FTS of Russia according to item 25 of TCR has amudist of the states
(territories) which are not ensuring informationténchangefor the taxation with the
Russian Federation. To them are related todta#es— Angola, Andorra, Antigua and
Barbuda, Afghanistan, Bahamas, Nauru etc., in tital statesterritories —Anguilla,
Aruba, Bermuda, Virgin Islands, Gibraltar etc.tomal 22 territories

Cooperation also is realized on the bilateral basiBy conclusion of
intergovernmental agreemefits

Il. State registration of organizations and naturglersons

There realized absolutely correct and construdtiea of «one contact». Federal
Tax Service has fixed by TCR as uniform body ofistgtion. Such procedure for
registration blocks many channels for bribery (simarlier registering bodies there
was great number — registration chamber, pensiowl, funotariate, bank etc.) and
allows to get rid of fictitious businesspersbns

According to Federal law of the Russian Federafromm December 26, 2008
Ne 294 and item 84 of TCR, only one plenipotentiagidral enforcement authority —
FTS — must to realize three uniform states registeniform state register of legal
persons, Uniform state register of individual besgpersons and Uniform state

! On information interaction between financial orgations and authorized bodies:
decree of Government of the Russian Federation florember 26, 20150 1267 [Electronic
resources] // URL: http://www.pravo.gov.ru.

2 On the approval of the list of the states (terigés) which are not ensuring information
interchange for the taxation with the Russian Fatitem: decree of Minfin of Russia from
September 30, 20106 MMB-7-17/527 [Electronic resources] // URL: http://wvwnalog.ru.

® On cooperation and information interchange in fled of struggle against tax
legislation violations: agreement between Governmeh the Russian Federation and
Government of the Kirghiz Republic from August 2899 [Electronic resources] // URL:
http://www.pravo.gov.ru.

* Semenova I. The person of financial nationalitRé/ssiiskaya Gazeta. — 2002. — On
June 26.
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regist(;r of taxpayers. The detailed procedure égistration establishes Minfin of
Russia.

Uniform state register of taxpayers (Register)elized by FTS and its territorial
bodies according to item 84 of TCR based on thiaumimethodological and program-
technical principles and documentary informatioricvare available for tax authoritfes

In Register contain data on the organizations aatural persons which
registration is realized in tax authorities on teunds established by TCR. The
register is realized on electronic media with ugeinformation technologies by
carrying out of the state databases. Documents hen ptbooks and electronic
documents which are the ground for carrying outRefgister are stored in tax
authorities. At that documentary information, irihg on the electronic media,
containing tax secret by item 102 of TCR, shouldtoeed and processed in the places
inaccessible to extraneous persons and employedaxofuthorities, not having
powers for work with such data. FTS of Russia raduyl publish the disputes
connected with the state registration of taxpayers

Since July 6, 20030 FL-129 and legal practice has been entered dbacept
«inofficious legal person» i.e. the legal person, which within last twelve@nths
previous the moment of acceptance by registerirdy lwd the conforming decision,
did not represent lawful documents of the tax antahility and did not realize
transactions at least under one banking account.

Such person is recognized actually stopped theitgictinat is the inofficious legal
person and in this connection it can be excludedebistering body from Uniform state
register of legal persons. At that (by item 49 @R}, legal ability of the legal person is
stopped at the moment of making an entry abouxusption of the register.

lll. Test of data of the registration and accountdiby

The form of tax control and simultaneously one loé tbasic stipulations of
effectiveness of the tax control is the formatidrapplicable financially-accounting,
as well as the accountability of payers.

Organizationsboth individual businesspersons keep financialoastng and
reporting based oL «On the accounting», FL «On the consolidatechrioal
accountability», Tax Code of the Russian Federatind the normative legal acts
based on ft Natural persons — unbusinessperséasp account in any form if it is not
established by the tax law.

! On approval of Procedure of carrying out of Unifostate register of legal persons and
Uniform state register of individual businesspessasterical mistake corrections in recordings of
the state registers, submitting of data contaimrtpem and documents to public authorities, other
state agencies, bodies of the state off-budgesfuadal governments and courts: decree of Minfin
of Russia from February 18, 20625 [Electronic resources] // http://www.pravo.gav.

2 On the approval of Procedure of carrying out offam state register of taxpayers:
decree of Minfin of Russia from September 30, 20@0L16 [Electronic resources] // URL:
http://www.pravo.gov.ru.

% On direction of Review of judiciary practice orspliites with participation of registering
bodiesNe 2 (2015): letter of FTS of Russia from July 1, 20 CA-4-14/11453 [Electronic
resources] // http://www.nalog.ru/

* On the approval of rules of presentation by resisléo tax authorities of reports on
turnover of resources on accounts (deposits) irkdautside of territory of the Russian
Federation: decree of Government of the Russiarefaéidn from December 28, 2005
Ne 819 // Collection of Legislative Acts of the RuasiFederation. — 2006 .\ 2. — Item 188.

84



Organizations and individual businesspersons iror@ence with established
procedure to inform musts in tax authority at thece of registration about openings
or closing of accounts; about all separate subdnssin territory of the Russian
Federation; about any participation in any orgamrge about reorganization,
liquidation, bankruptcy, about alteration of thedtion or residence.

Registration of taxpayers

Taxpayers liable to the registration in tax auttesiat the place of:

*organization location;

*location of separate subdivision of organization;

*natural persons residence;

*location of the real estate and transports oabaflvementioned persons;

*other lawful cases.

The application for the registration (deregistma}iom tax authority, and notice on
the choice of tax authority for organization regiibn at the place of locations of one
of its separate subdivisions can be presentedxtauthority personally or by the
representative, either are directed by mail byrdugstered letter or are transmitted in
electronic form on telecommunication communicatbannels.

If the application (notice) is transmitted in tamtl@ority in electronic form, it
should be certified the strengthened qualified teb@ic signature of the person
representing this application (notice), or his esgntativé

Features of the registratiorof some categories of payers are established &, TC
and as well as based on TCR — Minfin of Russia

Complexity at registration is correct fixirgg the location of real estat€riterion
of fixing of such place is the object of taxatinamely:

*for sea, river and air transports — the place tiocaor residence of proprietor of
the resources;

*for other transports — the place or port of ragisor the place of the state
registration. Only in the absence of those — tation or residence of the proprietor;

*for other real estate — the place of his actuehtion;

*other lawful cases.

Payers are obliged to rise independently on thedgjstration only in the event
that such duty is provided by TCR or the statutaris based on TCR. For example —
private notaries, private detectives, private sgecguards are obliged to apply form in
tax authority at the place of their residence ia thwful date after the licensing,
certificate or other document, based on which tygrate (item 83 of TCR).

Tax authoritiesare obliged to take all lawful measures for regigin of all
without an exception of payers (with their notinenrriting of registration)The payer
in turn, must to notify tax authority on all legakhctions significant for tax reasons:
about change of the location of the real estateyatesidence change; about alteration

! Federal law of the Russian Federation from July 2011 Ne 245 [Electronic
resources] // http://www.pravo.gov.ru.

2 On the approval of Features of the registrationtdamn authorities of the foreign
organizations which are not investors under thelpction-sharing agreement or operators of
the agreement: decree of Minfin of Russia from Segiter 30, 2010Ne 117 // Rossiiskaya
Gazeta. — 2010. — On November 24;

On the approval of Features of the registratiotainauthorities of the natural persons —
foreign citizens who are not individual businesspes: decree of Minfin of Russia from
October 21, 2010k 129 // Rossiiskaya Gazeta. — 2010. — On November 2
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of authorized or constituent documents etc. At geaof the location or residence the
payer must cross off the former register and aregister. If the tax authority registers
the legal person at its formation, simultaneouslghould supply to it on the tax
registration.

At registration to each payer is bestowed W&l — taxpayer identification
number. Hence, TIN —is number which is bestowed to each payer from the embm
of registration.Since this moment TIN is uniform and invariableurgderlined in all
notices of tax authority directed to payers. Thgepain turn, should designate his
TIN in all documents given in tax authority. TINsignment is formalized by the
certificate and each payer has the right to itereive. Having obtained data of the
registration of payers, tax authority must to imgigithem in the Uniform state register
of taxpayers in the procedure established by Gowem of the Russian Federation.

For tax agentsthe procedure of registration and removal frons isame as for
payers.

Not only bodies of the tax control participate hettax contral The any bodies
registering the — organization or individual busswgersons, residence of natural
persons, acts of civil status, property and baggaiith it, as well as other registering
or formalizing bodies musts in a lawful date tooimfi on legally significant actions in
tax authority at the place of the location.

Banks also participate in the tax contrdhey have the right to open accounts to
organizations or individual businesspersons onlypsentation by them of the
certificate on registration in tax authority. Banksists — in writing to inform in tax
authority in a lawful date on opening or closingcohforming accounts, to inform by
motivated inquiry competent authorities on transast and accounts of
businesspersons, to give in lawful cases by ingglibf tax authorities necessary
information and documents.

Ministry of Finance of the Russian Federation inadance with item 83 of TCR
can establish specific procedure of registratioth athministration of some categories
of the largest taxpayers (joint-stock company «GRZM®»', etc.). With the purpose
of the accounting, FTS make the decision on foromatof inter-regional or
interdistrict inspections of FTS on the largestpayers; supervise their activity
regarding the taxation by the inspections whicis ipossible to name interterritorial.
The notice on the registration and Certificate egistration goes to the largest
taxpayer by registered mail with the notice. Thimrimation on the largest taxpayers
goes to interterritorial tax inspection (underl@ter of inquiry) from tax inspections
on places and is the ground for registration iertetritorial inspection. At that the
TIN does not change, but is bestowed the new @istration reason code (TRRC)

Tax accountability

Tax accountability- is documentary formalization of calculation grayment of
taxes, including the report on financial resultsheTbasic form of the tax
accountability is tax declaration.

Tax declaration- is the written statement of the payer aboutittt®me and
expenses, as well as other data connected withlattm and payment of taxes. The
tax declaration, on a generalization, represerttgdsach payer under each tax, except
for the cases, provided by TCR and the legislatiased on it. For example, are not

1 On the approval Features of registration of tligdat taxpayers: decree of Minfin of
Russia from July 11, 2005 [Electronic resourcedjttp://www.pravo.gov.ru
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obliged to represent the declaration natural persoonder the land-tax, individual
property taxes etc. In this case, the tax authafitguld direct to the payer the tax
notice with instructions of the sum of payment aates of its entering. Do not liable
to presentation in tax authorities tax declarationder those taxes on which taxpayers
are exempted from a duty on their payment in cotimeavith use of special tax
regimes.

The person recognized by the taxpayer under orseveral taxes, not realizing
transactions, as a result which there is a turnof/emoney resources into his accounts
in banks (in organization pay office), and not Ingvunder these taxes of objects of
taxation, represents on such taxes the uniformplgfied) tax declaration (it's the
form and filling procedure are approved by MinfihRussia).The tax declaration is
represented in tax authority at the place of tlggsteation of the taxpayer, payer of
due, tax ageninder the established form

It is realized active using of electronic formf the accountabilitghat does not
exclude use in lawful cases of forms on p-bookBesms of tax declarations free of
charge are given by tax authorities. Accordingtémi 21 of TCR taxpayers have the
right to receive at the place of the registratioonf tax authorities the forms of tax
declarations and explanation about the procedutieedrf filling. FTS with the purpose
of effectiveness of input and data processing xfdeclarations use the contemporary
technologies providing use of machine-oriented foohtax declarations which after
their approval take places on the Internet sitET# of Russia in the format «TIF» as
the etaloA The tax authority not has the right to disallawaicceptance of the tax
declaration

The payer has the right and must to correct emornsicompleteness of the tax
declaration at any time. If the declaration is adhe given, errors or incompleteness
piece out by the application. Thensolidated group of taxpayewsith features is
exposed to the tax contfol

IV. Tax monitoring (section V.2 of TCR)

Matter of tax monitoring is correctness of calciglat completeness and
timeliness of payment of taxes and dues, the dotpayment to which by TCR is
assigned to the taxpayer (payer of due, tax ageatganization. Tax monitoring is
passed by tax authority based on decisions abowyirgout of tax monitoring.

V. Tax inspectiongare viewed in the following paragraph).

VI. Other lawful forms(receiving of explanations of payers and tax agetus

The legal protection of payers at carrying outha tax control is realized by the
methods similar to methods of protection of sulg@tttax law and legal relations.

Besides, for formation of a legal mechanism of wtduwy declaring of assets and
accounts (deposits) in banks, ensuring of legataquaes of safety of the capital and
property of natural persons, protection of theaparty interests, including outside of
the Russian Federation, iRussia is establishedoluntary declaring by natural
persons of assets and accounts (deposits) in bamith, their release from
responsibility for tax violationat the stipulation if these violations are conneatéth

! Federal law of the Russian Federation from June@@®2Ne 97 // Rossiiskaya Gazeta. —
2012. — On July 4.

2 Letter of FTS of Russia from April 8th, 2008 [Hlemic resources] //
http://www.nalog.ru/

% Federal law of the Russian Federation from Noveni 2011Ne 321 [Electronic
resources] // http://www.pravo.gov.ru.
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acquisition (formation of sources of acquisitione or the disposal property and (or)
the controlled foreign companies, the informatiom which is contained in the
declaration, and (or) with opening and (or) transfiemoney resources into accounts
(deposits), the information about which containghia declaration. However at that
the declarant must strictly to observe stipulatiofisgiving of the declaration, as
otherwise the tax authority has the right reasgndbl disallow in declaration
acceptance Tax authorities are obliged to observe tax secret.

Tax secret

Tax secret- is any data on the payer received by body oftatiecontrol (item
102 of TCR). The data should have the special gloraode and access, regulated by
the laws and by-laws based on them. Any illegal afsthe data or their transfer to
other person is considered the disclosure of taresattracting legal responsibility.
Access to the data forming tax secret, in statey bhad the officials fixed by the head
of this state body

In order to avoid unnecessary disputes, by TCRtabishedhe list of the data
which are doing not form tax secrmely:

*Public data (including the data which have begopuar by approbation of the
taxpayer);

*Data on TIN;

*Data on tax violations and responsibility for thiilfilment;

*Data which are represented by inquiries of competauthorities (judges,
procurators etc.) based on the laws,

regulating activity of the bodies, as well as basadnternational treaties (item
102 of TCR; item 1 of Law of the Russian Federat@n the status of judges in the
Russian Federation»; other laws);

*Qther data listed by item 102 of TCR.

Legal sources of protection of tax secret acd only TCR, but also CCR, FL «On
the information, information technologies and ofoimation protection», FL «On
electronic signature», FL «On personal data», Fln «@edit histories», FL «On
providing of access to the information on activity state agencies and local
governments» etc.

According to the Doctrine of information security the Russian Federation
expansion of scopes of information technologiesegaies new information threats.
First of all scales of computer criminality increas credit and financial sphere
Methods, ways and means of fulfilment of such carhecome all more refined. The
condition of information securityin economic spherds characterized by an
insufficient level of development of competitivefarmation technologies and their
uses for production and rendering of services. iRs#@dn of national interests in
information sphere is directed on formation of gefe sphere of a circulation of
trustworthy information and a steady informatiofrastructure — with the purpose of
maintenance of constitutional rights and freedorhshe person and citizen, stable

! On voluntary declaring by natural persons of asaatl accounts (deposits) in banks and
on alteration in some legislative acts of the Rarsdrederation: federal law of the Russian
Federation from August 8, 202 140 [Electronic resources] // http://www.pravo.gov

% Federal law of the Russian Federation from Novenitie 2011Ne 329 [Electronic
resources] // http://www.pravo.gov.ru.

88



social and economic development of the countrywel as national security of the
Russian Federation

The information recognized by tax seciistconfidential. The inquiry about that
rendering goes to tax authority so that it was iptesso identify the fact of the address
of the user in tax authority. Ground for inquiryns@eration in tax authority is the
reference to the federal law establishing the rigihtreceiving of the confidential
information. In addition department publishes tisedf the officials using access right
to data, forming tax secfefThe inquiry is formed with compliance of the formda
specific goal instructions.

5.2. Tax inspections

Tax inspection(tax audif) — is the specific complex of analytical measuwsed
(or) procedural actions concerning subjects of @ daty. Tax inspections are
regulated by Tax Code of the Russian Federation. ifigpections — is invariable
object of scientific researchiedNot infrequently such researches are accompdied
the analysis of legal practiteBeing based on the given researches, we at the sa
time proposeur variant

Tax inspections are various, and therefore areifiled by various criteria.

TYPES OF TAX INSPECTIONS ON PERIODICITY DEGREE

1. Primary inspections aretests which are realized for the first time.

2. Repeated inspectiorsare tests which are realized repeatedly at the gansen
under the same taxes for the same tax period. Repi@apections contain the restrictions
established by TCR, but from them there are mangmions which not infrequently are
used against the basic taxpayers not concorddmtegtilts of such inspections.

TCR supposes carrying out of repeated field tapangon by means of superior
tax authority as the control of activity of the tawthority which has realized primary
field tax inspection. However such inspection sHogbrrespond to criteriaf
necessity, validity and legaltyand cannot turn to a wrongful encumbrance for the
taxpayer, in the instrument of suppression of egdodndependence and initiative,
excessive restriction of a freedom of the busiress property rigfit At that the
superior tax authority not has the right to de@deesults of the repeated field tax if it
based on other estimation of those legal relatiomkjch already have been

! On the approval of the Doctrine of information wéty of the Russian Federation: ukase
of the President of the Russian Federation fromebder 5, 2016Ne 646 [Electronic
resources] // URL: http://www.pravo.gov.ru.

2 Decree of Minfin of Internal Affairs of Russia froDecember 26, 2003 // Rossiiskaya
Gazeta. — 2005. — On November 25.

% Lysenko E.A., Semkina E.I., Hachatrjan N.R. Rigbftshe taxpayer at additional actions
of the tax control // The Nalogoved (journal). -020—Ne 8.

* Nagornaja E.N. On essential violations of procedufrtax inspection // The Journal of
Russian Law. —2010.Me 11.

®> Ruling of Constitutional Court of the Russian Fedien from March 17, 2009 5
[Electronic resources] // http://www.pravo.gov.ru.

® Under the application of open joint-stock compaiechanized columive 1» to Federal
Tax Service Administration on Republic Komi on rgeition illegal decision from 10/31/2012
Ne 09-20/1, given by results of repeated field tespattion: determination of Supreme Court of the
Russian Federation from September 16, 2014 [Elictresources] // http://www.vsrf.ru.
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investigated and evaluation by court by disputesiaration between the taxpayer
and subordinate tax authority

TYPES OF TAX INSPECTIONS UNDER THE CONTENT

1. Cameral inspectionfdesk tax audit— are tests at the place of tax authority.

Basis of cameral inspections are tax declaratiorigirag in tax authorities and
others of the document on activity of payers andagents. The special assenting is
not required for carrying out of cameral inspectiofhere is enough initiative of the
authorized official of tax authority. The payer issted about correctness of
calculations, compliance of forms of the accoutitgbindebtedness having. Cameral
inspection is formalized by the conforming act.

At revealing of errors or antinomies, or in case n#fed in the additional
information, the tax authority has the right toedir to the payer the conforming
requirement. In case of revealing of errors intthedeclaration, as well as antinomies
between the data containing in documents, tax atghmust to inform on it to the
taxpayer, in turn, it is necessary to presenttient within five days explanatories or
to make conforming corrections when due hereurfsteihat the taxpayer has the right
to present the any documents available for himotmmrating reliability of data,
consigned in the tax declaration.

Item 88 of TCR establishes the exhaustive lisagés when at the taxpayer forms
the duty on rendering of additional documents:

*inspection of legitimacy of use of tax privileges;

*legitimacy of application of tax deductions;

*inspection of correctness of calculation of thee® connected with use of
natural resources.

As has correctly underlined Constitutional Court tbE Russian Federation,
cameral tax inspection is the form of the curresduinentary control of tax legislation
compliance. It is aimed at timely revealing of esran the tax accountability and
operative reaction of tax authorities to detectddrigements that allows softening for
taxpayers of a consequence from wrong applicatjoiiném of the tax lafv

Hence, cameral inspection can be viewed as a sttge of detection of tax
violations. At violation detection, inspecting must take all lawful measures for
attraction of guilty persons to responsibility.

2. Field inspectiondfield tax audi)) — are tests out of the location of tax authority
that is at the locations of payer of tax or objettaxation or source of object of
taxation. Such inspections are invariable objestointifically practical researches

At the same time in case the taxpayer does not passibility to give to a room
for carrying out of field tax inspection, — it che realized at the place of tax authority
locations (item 89 of TCR). However it does notngfig that in this case such tax
inspection on the parametres and destination a@scwith cameral tax inspection.
Field tax inspections can be related to a dynansizale of revealing of tax violations.

! Determination of Constitutional Court of the RassFederation from January 28, 2010
Ne 138 [Electronic resources] // URL: http://www.poagov.ru.

2 Determination of Constitutional Court of the RassiFederation from April 8, 2010
Ne 441 [Electronic resources] // URL: http://www.poagov.ru.

% Avdeev V.V. Procedural actions in field tax inspec // The Taxes (hewspaper). —
2015. —Ne 10.
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Field tax inspection is focused on revealing ofsthanfringements of the tax
legislation which not always can be detected withim limits of cameral tax inspection.
For their revealing, is required profound studyafiglocuments of the accounting and tax
registration, as well as is required carrying dus@me special actions. As a rule, within
the limits of field tax inspections are detectedl ithfringements caused by abusing of the
taxpayer in tax sphere, by aspiration to evade frantaxation.

Field tax inspections can be realized at compliantefollowing general
stipulations:

1) is necessary the motivated decision of tax aitthim the name of its head or
the assistant;

2) is necessary having at the inspecting persdificate of employment;

3) is necessary strict observance by inspectingopenot only tax, but also other
effective legislation, including on terms of cangiout and quantity of inspections.

The quantity of inspections which the tax authohiys the right to realize is
limited (item 89 of TCR):

*under the same taxes for the same period — no oree

*concerning one taxpayer within a calendar yeao-+ore two.

The day of rendering of decision about inspectiesighation is beginning of
trend of a term of field tax inspection. At thatr@nt year (in which is accepted the
conforming decision) does not join in the verifaperiod (item 89 of TCR).

Thus, is excluded possibility of increase in thefiable period of activity of the
taxpayer, for cases when the decision about ingpecarrying out is enacted in the
end of a calendar year, but is handed over todkpalyer in the beginning of year
following. Inspection cannot precede more than twonths; at that it can be
prolonged about four months, and in unusual casks six. Besides is provided
possibility of suspension of inspection on a lavefate (item 89 of TCR).

At carrying out of field tax inspections tax autties have the right to realize
procedural actions- i.e. the any actions directed on lawful collegtand securing of
proofs of fulfilment of tax violations.

Types of procedural actions

*Interrogation of witnesses with the preventionreSponsibility for refusal or
evasion from giving evidence and a summer residefséously false testimonies.
The item about responsibility provided by TCR;

*carrying out of views of territories, rooms, objgof taxation with participation
of attesting witnesses an drawing up of the recbrdew;

*carrying out of seizures in the presence of thénguabout seizure, with
participation of attesting witnesses, drawing uphaf record and in need of the list of
the withdrawn;

*fixing of expert examination or attraction of tepecialist if are required special
knowledge of any sphere (sciences, techniciars, @dfts etc.).

The procedure of carrying out of each concrete guoral action in detail is
regulated by chapter 14 of TCR.

As field inspections not only the most effective biso the most disputed, FTS
are had by their plannihgPlanning of field tax inspections is the open process

! On the approval of the concept of system of plagrif field tax inspections: decree of
Minfin of Russia from October 14, 2008 MM-3-2/467 [Electronic resources] // URL:
http://www.nalog.ru/
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which has been formed on selection of taxpayersckmrying out of field tax
inspections by criteria of risk of fulfilment oftax violation.

Results of field inspection are formalized by tloe &ocuments, information, as
well as other materials presented by internal effagencies can be attached to tax
inspection materials. The inspected person hasghein lawful date to present their
explanations, remarks, objections with appendigrof/ing documents. After that, the
head or assistant to tax authority in a lawful datest to analyze the act of inspection
with all appendices and then to operate accordingx procedure stages, taking into
account jurisdiction rules.

3. Counter tax inspections are the specific component of cameral or ext ta
inspections. It consists in demand of the docunmgimormation on the verifiable person
at third persons with its subsequent comparisorthéo information received at the
verifiable person. For example, if at the verifeapkrson is withdrawn the balance which
content raises the doubts, — inspecting has thetoglemand and obtain the copy of such
balance at Federal State Statistics Service bothes these balances are compared. With
reference t@ustoms paymenté feature of inspections is fixdxy the customs legislation.

Formally item 87 of TCR does not contain conceptcofinter tax inspection.
However there is item 93.1 of TCR which allows garhorities to demand and obtain
documents at counterparts or at other persons dpagiocuments (information)
concerning activity of the verifiable taxpayer (graler of due, tax agent). Hence, in
the scientific and educational purposes we carnhesgerm «counter tax inspection».

5.3. Tax expenditure control of natural persons

Practice knows many cases when expenses of thempesseed rate of his
income. The state (in the name of competent, imetudax authorities) in the
mentioned situation has, in our opinion, all grosn believe, that there is
concealment of a part of income and evasion op#reon from payment of taxes. The
state has the right to demand from the person dentary to prove, that his expenses
are carried out at the expense lawful income, gmpat of lawfully established taxes
and dues — is the constitutional public duty ofrgeae. If proofs are not present, it is
possible to collect arrears. However in Russia swscheme difficultly gets
accustomed, as to it try unreasonably to use tineipte of presumption of innocence
(interested persons is not considered, that hesquestion not of responsibility, and
about discharge of the public tax duty).

Continuous time the expenditure control of natpeasons at all was not realized.

However 7/20/1998 has been enadted«On the state control of by conformity of
large expenses on consumption to income actuadigived by natural persons$he
law had not time to use in connection with acceggaof Tax Code of the Russian
Federation. Items 86-1, 86-2, 86-3 have been irdud TCR and have replaced FL
from 7/20/1998.

But in practice, to realize items of TCR it has eged difficult because of
inconsistency of the legislator who not provide@ #ffective mechanism of their
realization and has allowed much serious loophalése law.

To the control liable to expenses only tax resisl¢né. non-residents did not fall
under) and it is exclusive on acquisition of prapemder the exhaustive list with very
convenient formulations for potential violators.rFexample, gold acquisition fell
under the control in ingots. Hence, if gold is edllin a roll, it is not object of the
control. Expenses fell under the control, beingdaBut the law did not fix large rate. It
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allowed the violator to declare medium-sized arng.rdnder the law, on the requirement
of tax authority the infringer must was to preséimt special tax declaration with

instructions of sources of an origin of resources expenses and appendix of the
documents, but he did not bear responsibility of-abservance of the duty.

In 2001 from 400 000 citizens at whom expenses da@ely» have exceeded
income, less half have answered on the tax awh@ifuirement, and from them only
4 000 persons have been convicted of a violati@himvolved in legal responsibility.
At that the resources spent for the control, irsteave exceeded rate of the received
surtaxeSTherefore items 86-1, 86-2, 86-3 of part 1 of TB&ve been cancelled by
the federal lawNe 104 from July 7, 2053

We hoped, that the legislator will return in dueise the control over expenses
of taxpayers, but at that will make such contrééetive both profitable for the state
and easy for conscientious subjects of tax ledatioas.

Therefore as the progress, it is possible to censidioptionof the law by the
federal legislator in 2022vhich has established legal and organizationasbascontrol
of conformity of expenses of the person repladiegstate post (other person), expenses of
his wife (spouse) and minor children to the aggeegeofit of the person and his wife
(spouse), has fixed categories of persons, comgemhich the expenditure control is
realized, procedure of the expenditure controlthadaddress mechanism in the income of
the Russian Federation of property, concerning lwiiis not presented the data verifying
its acquisition on lawful income. At that contraltpnto practicdax authorities but also
otherbodies of the financial contr¢CBR, FCS etc.), i.e. the control became comptek a
comprehensive and to evade from it not so simpiyaas before.

The person replacing (having) one of posts, spetiin the Law, is obliged to
represent data on the expenses, as well as orxpeases of the spouse (spouse) and
minor children under each bargain on acquisitiothefground of area, other object of
the real estate, transport, securities, actionarésl), partnership shares, shares in
authorized (reserve) capitals of organizationgh@ sum of transaction exceeds the
aggregate profit of the person (and his wife (sppuesnd about sources of receiving of
resources, at the expense which the bargain igedal

The law also applies on deputies of federal, regliand local level. For failure to
submit data in the lawful term was the lawful pb8iy ahead of time to deprive of
such deputies of their powers. Data on sourcetheaexpense which the property is
bought, services take places on official siteshatduty station. They are given for
publication in mass-media.

If as the result of inspection are detected theuoinstances testifying to
discrepancy of expenses to the aggregate proiitspection materials go to public
prosecutor's office and if are at that detectetherattributes or other violation — in
bodies on jurisdiction. For law infringement is addished all types of legal
responsibility.

Let's consider practice in the application of tlaevlon an example of Primorsky
Krai. Soviet District Court of Vladivostok on August 1&)15 under the statement of

! Konishcheva T., Velichenkov A., Goncharov V. Hagensively bought? You will
pay // Rossiiskaya Gazeta. — 2001. — On February 23

2 Rossiiskaya Gazeta. — 2003. — On July 9.

% On the control of conformity of expenses of thespes replacing the state posts, and
other persons to their income: federal law of thessfan Federation from December 3, 2012
Ne 230 // Rossiiskaya Gazeta. — 2012. — On December 5

93



the Public Prosecutor of Primorsky Krai has turiméd the income of the state the car
of the official K. which has not corroborated witar acquisition on lawful incore

K., holding office of the main specialist of 3 ageies of department of property
relations of administration of Nadezhdinsky murétiglistrict, has bought the car.
However K. has not presented data on expenses timgldrargain to administration
personnel department.

Initially K. as the reason of a failure to submiittioe information about expenses
designated on incorrect fixing of the period prergidulfiiment of the bargain. Then
she explained that the vehicle has received infigift relatives. Subsequently she has
declared that in gift she has received money butheotransport.

However K. has not afforded proofs of acquisitidrpmperty on lawful income.
By results of the expenditure control, by he pensbalepartment of Administration of
Primorsky Krai had been drew conclusion on disanepaf expenses K. her income
that has been reflected in the report to the GaravhPrimorsky Krai.

If the violation was formalized in not presentatiofi proofs of acquisition of
property on lawful income in connection with comtod expenses of the municipal
official, that for its fulfilment can ensue resptnbty in the form of the property
forfeiture in the income of the Russian Federafitems 9, 16 of Federal lawé 230
from December 3, 2012).
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Chapter 6. RESPONSIBILITY IN TAX LAW

6.1. Conception of tax responsibility.
6.2. Tax violation.
6.3. Tax proceeding.

6.1. Conception of tax responsibility

Tax law is financial and legal institution. Henoeir concept of tax responsibility
and violation inseparably linked with the conceptfimancial responsibility and
violation on the basis of the overall theory ofdkegesponsibility. It is necessary to
analyze responsibility concepts in philosophy angtisprudence — for correct
understanding of legal responsibility and finantgal responsibility.

Jurists [LA. Galaganetc?) by analyze the philosophical literature on thesiion
notice, that the responsibility category includes aspects — active and retrospective.
In active aspect responsibility signifies comprehension H®y person of own debt to
the society and the state. Such responsibility saawive, positive, perspective.
Responsibility inretrospectivesense ensues for the last behavior, conflictingptoal
legal norms, and called as retrospective, negdtivigljcal, legal.

There are various concepts juridical (legal) responsibilitySeveral authors
(S.S. Alekseev, V.K. Babayev, A.J. Suhaetw.) consider legal responsibility in
«positive» sense, i.e. as the duty to bear respitiysi. The similar point of view is
exposed, in our opinion, to the fair criticism byamy authors @.E. Lejst,
V.G. Golovkin, M.N. Marchenkoetc.f. The following group of scientists
(1.0. Samoshchenko, M.H. Farkushauthors of the big encyclopedic dictionary and
others} defines legal responsibility exclusively as usetlie guilty person legal
measures of the state compulsion, punishment, isasctThere are also other
viewpoints. We represent our conception.

Legal responsibility(i.e. juridical responsibility) is negative consequences for a
violation. Administrative, criminal and civil respsibilities are independent basic

! Galagan I.A. The administrative responsibilitytie USSR (the state and is material-
legal research). — Voronezh, 1970.

2 Alexeyv S.S. The state and the law. — M.: JURIDIpdblishers, 1996; Babayev V.K,
Baranov V.M., Tolstik V. A. Theory of law and théate in schemes and definitions. — M.:
JURIST publishers, 1999; Big law dictionary / undbe A.Y. Suharev's, V.D. Zorkin's,
V.E. Krutskih's editorship. — M.: INFRA-M publistger1999; Serkov P.P. On the notion of
legal responsibility // The Journal of Russian Lav2010. -Ne 8.

% Lejst O. E. Discussion about responsibility: peshs and prospects // Bulletin of
Moscow State University. — Series «Law». — 198tlovkin V.G. Questions of the theory of
legal responsibility // Scientific works of All-Uan Legal Correspondence Institute. — V. 39. —
M., 1975; State and law theory. The course of kg Under the M.N. Marchenko's
editorship. — M.: ZERTSALO publishers, 1998.

* Big encyclopedic dictionary. — M.: Big Russian gclopedia publishers, 1998:
Samoshchenko 1.0., Farkushin M. H. Responsibilitgiar the Soviet legislation. — M., 1971.

® Vitruk N.V. The general theory of juridical resmiility. — M.: NORM publishers,
2009; Dobrynin N.M. Federalism and juridical resgibility: interrelation and inter-
conditionality, mathematical modeling // The Condtonal and Municipal Law (journal). —
2007. —Ne 1.
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types of legal responsibility. It is a necessargigzlose essence of legal responsibility
and violation. We have in detail, conceptually gddt essence

There are number of authorBl.{/. Karaseva, Yu.A. Krokhina, Yu.N. Starilov,
A. Kurbatoy etc.) believes, that in financial law it is pddsito choose an independent
type of legal responsibility — financial legal resgibility’. The financial legal
responsibility is in a formation stage.

There are also other viewpoifitsin our opinion there is no financial
responsibility as independent type of legal resjtility and there is no the specific
sanction — the financial sanction.

Financial responsibility is the sciences category, characterizing spedgffioft
using of administrative, criminal and civil juridgicsanctions for infringement of rules
of financial law.

Also there is no unanimity in understanding of@sponsibility

Supporters of positive responsibility insist, thia¢ tax responsibility as a state
retaliatory measure on fulfilment of a tax violatjos the complex guarding legal
relation between the state and the infringer ofléigéslation on taxes and dues, where
to the state (on behalf of tax authorities) possedbe right of collecting of tax
sanctions for the realized tax violation, and ®itffringer — their duty undergoifg

The scientists believing, that the tax law is inelegent branch of law, emphasize
tax responsibility as an independent type of resibaity on behalf of the specific
sanction — fines (authors of the item-by-item comtagy to part 1 of TCR).

Other authors, identifying concept «tax responigitiland «tax compulsion»,
notice, that tax compulsion is the administratimboecement which is realized in the
form of financial sanctions. At that the systemméasures of tax compulsion is
ensured by the administrative legislation as theegs legal order and by the tax
legislation as the special legal ordéry. Petrova, Yu.N. Starilpetc.)’. Thereby the
authors groundlessn our opinion have narrowed concept «tax responsibility» to
concept «administrative responsibility», and theegary «legislation» have wrongly
equated to the term «legal order.

! Beloshapko Yu.N. Violation and responsibility imdncial and tax law of the Russian
Federation // The Jurisprudence (journal). — 200Ne 5 /238/. — Pp. 54-63; Beloshapko
Yu.N. Problems of responsibility in financial andxtlaw of the Russian Federation. —
Vladivostok: Far Eastern University publishers, 20&orchagin A.G., Beloshapko Yu.N.
Problems of juridical responsibility in public apdivate law: the monograph. — Vladivostok:
Far Eastern University publishers, 2008.

2 Karaseva M.V. Financial law. The general pare schoolbook. — M.: JURIST
publishes, 2000; Krokhina Yu.A. Theoretical of asisaof financial law responsibility // The
Journal of Russian Law. — 2004Ne-3. — Pp. 87-95; Starilov Yu.N. Violation of taxia and
juridical responsibility. — Voronezh, 1995; Kurbatd. Questions of application of a financial
responsibility of violation of tax laws: On matdsaof judicial-arbitration practice // The
Economics and Law (journal). — 1995Ne-1.

% Pilipenko A.A. Financial law: the schoolbook. — Mook House publishers, 2007;
Financial law. The series «Schoolbooks, manualdnder the V.M. Mandritsa's editorship. —
Rostov-on-Don: PHOENIX publishers, 1999.

* Tax law of Russia in questions and answers: theualad Under the A.A. Jalbulganov's
editorship. — M.: JUSTITSINFORM publishers, 2007.

® Starilov Yu.N. Infringement of the tax legislatiamd legal responsibility. — Voronezh,
1995; Petrova G.V. Tax law: the schoolbook for héghools. — M.: NORM publishers, 1999.
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However rules of tax law contain not only in the tagislation, but also in the
criminal legislation (for example: item 198 of CCRIevasion of natural persons from
tax payment), and in the financial legislation (ftample: item 50 of BCR — tax
revenues of the federal budget).

Yu.A. Krokhina, etc. understand tax responsibiéis/a type of financial and law
responsibility.

A. Novikov and his supporters believe that for legislation infringement ensues
the financial, administrative, criminal and disaigiry responsibilit§.

More cautious authors the term «tax responsibilitg»not practice, using the term
«legal responsibility of infringement of the taxjildation» 6.G. Pepeljagwetc.j. They
speak about tax responsibility only as about tmepdex institution uniting legal norms of
various branches of law, directed on protectiotheftax legal relations.

At last, a number of scientist¥.(. Dymchenkand other) believe, that the tax
responsibility is financial and law responsibildy simply financial sanctions. In their
opinion, financial responsibility is an independbmte of responsibility, and its type is
tax responsibilitS

There is allocated even the scientific field «taticdology» which sees to the
author as system development of general theoreticelwledge, assuming —
problematic research, formation of new scientifancepts and theories which are
based on the principles of research, scientifidyaie® development of the general
methods of research etc., for the purposes hayppteal meaning (for example, it is
increase in volume of receipts from taxes and duése state incoma)

Our position

Rule of tax law is one of types of financial legarm. Hencetax responsibility
is the sciences category, characterizing spegifafitusing of administrative, criminal
and civil juridical sanctions for infringement afles of tax law.

The tax sanction is understood by Tax Code narrewlye. in the form of
penalties as monetary collecting (item 114 of TCRjus, the tax sanction is shown
only to administrative punishment. At the same tisneh understanding of the tax
sanction contradicts to the content of TCR andrafibe nontax) legislation. TCR also
provides application of civil-law sanctions: fines forfeit type; declaration of
transaction as invalid; recovery of damages; omgditn liquidation. CCRF provides
punishment for the tax crimes connected with evagiom payment of taxes and
dues. The administrative penalty is provided ndy by TCR, but also by CRoAV.

Thus, it is possible to consider the sanctiondaly in the scientific purposes and
to use the term «tax sanction» only for a designatif specificity of use of the —
administrative (penalty), criminal (penalty or attganctions by CCRF), civil-law

! Krokhina J.A. Theoretical bases of financial aad Iresponsibility / The Journal of
Russian Law. — 2004. No 3. — Pp. 87-95; Krokhina Yu.A. Tax law: the schommk. — M.:
Higher Education publishers, 2006.

2 Financial law. The abstract of lectures / Undex th Novikov's editorship. — M.:
PRIOR publishers, 2004.

® Tax law / Under the S.G. Pepeljaev's editorshipl. HFBK PRESS publishers, 2000.

* Dymchenko B.l. Russian tax law. The general paktladivostok, 1994.

® Kobzar'-Frolova M.N. On the issue of developmeinsa@ence of tax delictology // The
Financial Law (journal). — 2012. Ne 1; Kobzar-Frolova M.N. Conceptual theoretical
frameworks of tax delictology: the monograph. — MGNA publishers, 2010.
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sanctions as measures of the state compulsiomffimgement of rules of tax law of
the effective legislation.

Hence, theypesof tax responsibility and tax sanctions are:

1) Administrative tax responsibility and tax sanoos fixed by tax legislation
(TCR) and CRaAV. Hence, the responsibility is copmmces of negative character
for infringement of the rules of tax law, fixed Bode of the Russian Federation on
Administrative Violations. Various aspects of thesponsibility analyzed in the
special literature

2) Criminal tax responsibility and tax sanctioosly fixed by CCRF. Hence, the
responsibility is consequences of negative chardoteinfringement of the rules of
tax law, fixed by Criminal Code of Russia. The tphere is especially attractive to
criminal encroachments as the capital used in it.

3) Civil tax responsibility and tax sanctioriixed by tax legislation and CCR
synchronously. Hence, the responsibility is consegas of negative character for
infringement of the rules of tax law, fixed by GivCode of Russia. To civil legal
sanctions are related the indemnification, dedlamadf the transaction void, penalty,
organization liquidation.

Administrative and criminal responsibility canndmaltaneously be applied for
the same deed. The civil responsibility can sirmdtausly be used with administrative
or criminal responsibility.

At that tax non-payment in the lawful date shoubddompensated repayment of
arrears, the full indemnification of the damagefenaid by the state as the result of
untimely entering of the tax. Therefore to the safrarrears the legislator has the right
to add additional payment — fine as the compensatidosses of the state treasury as
the result expiries of period of payment of the’tax

The procedure of recovergf the sums of tax sanctions can \m@untary and
forced.The person agreeable with punishment has the ingependently by bank to
pay the sanction sum.

Forcedcollection of sanctions is realized on legal noohthe federal law, based on
which is initiated and is considered tax case.dxample, the penalty imposed based on
TCR, can be recovered from organizations and iddali businesspersons in an
uncontested recovery (i.e. without recourse tathet) under the tax authority decision.

Forced collection of the penalty from the naturdgons which are not individual
businesspersons, is realized only based on deasitte court which given under the
claim of tax authority and has come into force. &xmn realize bailiffs based on FL
«On execution proceeding».

The legislation provides exemption from respongibé&nd punishment grounds,
as well as attenuating and aggravating circumsgance

EXEMPTION GROUNDS
FROM TAX RESPONSIBILITY AND PUNISHMENT

Types of such grounds depend on character of calbset a tax violation, and
from the law, its regulatingTax Codedoes not differentiate an exemption from

! Demjanets M.V. Administrative responsibility ofedit organizations for violation of the
legislation on banks and banking activities: thenagyaph. — M.: JURKOMPANI publishers, 2011

2 Ruling of Constitutional Court of the Russian Fredien from December 17, 1996 20
[Electronic resources] // URL.: http://www.pravo.gay.
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responsibility ground, from punishment, as wellcases when such responsibility
cannot ensue by virtue of absence of the violdiitem 109 of TCR).

The grounds listed by TCRean be grouped as follows (considering, that TCR
contains only administrative faults):

*Absence of event of a violation.

*Absence of formal components of violation.

Within the limits of the ground the circumstancesleding guilt, are recognized:
force majeure, disease state, fulfilment of writexplanations of competent state
agencies or their officials, not achievement bypgheson at the moment of fulfilment
of fault of 16 years.

*Expiration of period of limitations (period of litations is 3 years from the date
of fulfilment of fault or since next day after thermination of the tax period).

Evidentiary factsof grounds of exemption from responsibility areedped in
item 111 of TCR.

CROAV distinguishes categories of exemption from resplityi and from
punishment:

Exemption from responsibility grounfiSRoAV):

*Extreme necessity.

*Non-imputability.

*Insignificance of fault.

Exemption from responsibility grounfiSRoAV):

*Extreme necessity.

*Non-imputability.

*Insignificance of fault.

Exemption from punishment groun@RoAV):

*Limitation for bringing to administrative respobsdity.

CCREF differentiates the — circumstances excluding arahity deed; grounds of
exemption from responsibility and from punishment.

WITH REFERENCE TO TAX CRIMES

1. To the circumstancesxcluding criminality of deedk is possible relate to:

*Physical or mental compulsion (item 40 of CCRF).

*Substantiated risk (item 41 of CCRF).

*QOrder or directive execution (item 102 of CCRF).

2. To exemption from responsibility fundamentategds) are carried (related
to):

*Amnesty (item 84 of CCRF).

*Active repentance (item 75 of CCRF).

*Change of conditions (item 77 of CCRF).

*Expiry of period of limitations (item 78 of CCRF).

3. To exemptions from punishment grounds are reftate

*Amnesty (item 84 of CCRF).

*Conditional early relief (item 79 of CCRF).

*Replacement of an unserved part punishment bysbfpe of punishment (item
80 of CCRF).

*Enduring the punishment deferment to pregnant worred the women having
juvenile children (item 82 of CCRF).

*Expiry of period of limitations of the verdict ojuilty of court (item 83 of
CCREF).
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CCR regarding from a civil responsibility for tax vidlans is not used, since
TCR does not contain corresponding reference mikgsh are required according to
item 2 of CCR.

ATTENUATING AND AGGRAVATING CIRCUMSTANCES

Types of the circumstances depend on characteaudecabout a tax violation,
and from the law, its regulating. However there #re generalizations operating
irrespective of cause or the legislation.

Generalizations:

On attenuating circumstanceslistings of attenuating circumstances are
uncomprehensive. The person, having the right teghio responsibility or punish,
have the right to recognize attenuating any circance.

On aggravating circumstance$istings of aggravating circumstances have all-
inclusive character and broad interpretation doasliable. In this connection, has
vital importance character of cause and type ofléve its regulating, namely

TCR contains only one aggravating circumstance — fo#it of fault by the
person earlier made answerable for similar faténfil12 of TCR).

CROAV - includes six aggravating circumstancésr example — there are
involving of minor fault in fulfilment, fulfilmenf fault by a group of persons etc.

CCRF (item 63) contains thirteen aggravating circumstané&or example — there
are repeatability or recidivism, especially actigk in crime fulfilment etc.

Groundof the tax responsibility is the tax violation.

6.2. Tax violation

In understanding of a violation, also there is ndyu

According to lawful definitionyiolation is a crime or an administrative violation,
i.e. illegal deed (action, inactivity), entailingminal or administrative responsibility
As we see, such definition is obviously incomplete.

The majority of jurists speak about a violation as the socially dangerous,
guilty, illegal deed

Many authors exclude a feature from definition ofiaation the sign of public
danger (M.N. Marchenko, ett.)At last, the violation defined as the patrimonial
notion meaning any deed, breaking any rules ofaW& For a definitive conclusion at
first, we will list the basic features of any vittm, and then we will deduce definition
of the tax violation.

The basic features of any violation are:

*[llegality.

*Deed fulfilment.

! On foundations of system of preventive maintenanteviolations in the Russian
Federation: federal law of the Russian Federatiom June 23, 2016 182 [Electronic
resources] // URL: http://www.pravo.gov.ru.

2 Babayev V.K., Baranov V.M, Tolstik V.A. Theory tfw and the state in schemes and
definitions. — M.: JURIST publishers, 1999.

% State and law theory. The course of lectures /ddtite M.N. Marchenko's editorship. —
M.: ZERTSALO publishers, 1998.

* Big law dictionary / Under the A.Y. Suharev's, V.Zorkin's, V.E. Krutskih's
editorship. — M.: INFRA-M. publishers, 1999.

101



*Guilt.

*Public danger.

*Punishability.

The definition of a tax violatiors given by TCRTax violationis guilty realized
illegal (i.e. in infringement of the legislation daxes and dues) deed (action or
inactivity) of the taxpayer, tax agent and otherspas for whom by TCR establishes
responsibility (item 106 of TCR).

Thus, the definition of tax violation on TCR isidly coordinated not only to the
legislation on taxes and dues, but also with TCBnd# it is reduced only to the fault
provided exclusively by TCR.

Many authors (i.eYu.A. Krokhina, V.V. Korovkiand others) actually agree with
such approach of the legislator and do not entedisoussions in this occasfon
E.D. Ashomko, O.M. Provalenkand othersinsist, that the tax violation — the new
type of the violations which have received legistatonsolidation exclusive in TCR.
The responsibility for it ensues in the specifipedal procedure provided only by
TCR. In our opinion, these authors do not constbat character of a violation and
procedure on it is not same.

Some authorsH Yu. Gracheva, S.G. Pepeljaand others) believe, that for
responsibility occurrence it is necessary to viohait the legal norm, but a tax duty, rights
and legitimate interests of participants of tamtiehs. In other words, S.G. Pepeljaev and
his supporters use instead of the word-group «tdation» the term «infringement of the
legislation on taxes and dues» — i.e. illegal,tgulction (inactivity) by which are not
discharged or unduly are discharged duties, atatgob rights and legitimate interests of
participants of tax relations and for which is blthed the legal responsibility. At that (as
we believe) is not considered, that duties, rigimigrests are fixed by legal norms and
only their infringement attracts statutory respbifiy. At the same time authors of the
viewpoint correctly notice, that to the tax vioteits are related to only those which
concern directly tax system. The violations havindijrect influence on tax relations, but
covered by wider formal components (for exampléciaf crimes), are not related to tax
violations. There are attempts to delimit tax violas from administrative violations
(M.V. Kustova, O.A. Nogina, N.A. Sheveles&.) — by of election as criterion of such
differentiation of the will, i.e. discretion of ttegislatof.

A number of scientists\(l. Gureevand others) believe sufficient the fact of
infringement of legal norms for qualification ofatkas tax violatioh In this case (in our
opinion) it is not considered, that for qualificatiof deed is necessary establishing not
only target element, but also other elements af&icomponents of violation.

Problems of notion of a tax violation many authaygite do not excite
(G.V. Petrova, N.l. Himicheva, N.D. Eriashviind otherd) V.A. Parygina and

! Krokhina Yu.A. Tax law: the schoolbook. — M.: HIGR EDUCATION publishers,
2006. Korovkin V.V. The taxpayer and tax authostie M.: PRIOR publishers, 2000.

2 Ashomko T.A., Provalenko O.M. Tax Code: violatiand responsibility. — M.: Limited
responsibility society NPO «Calculus mathematias @@mputer science» publishers, 2001.

% Gracheva E.J., Kufakova N.A., Pepeljaev S.G. riia law of Russia. — M., 1995; Tax
law: the schoolbook / Under the Pepeljaev's edifprs- M.: FBK PRESS publishers, 2000.

* Kustova M.V, Nogina O.A., Sheveleva N.A. Tax lafvRussia. The general part: the
schoolbook. — M.: JURISH publishers, 2001.

® Gureev V.I. Russian tax law. — M., 1997.

® Petrova G.V. The general theory of tax law. — WBK-PRESS publishers, 2004;
Financial law: the schoolbook / Under the N.I. Hitréva's editorship. — M., 2002;

Eriashvili N.D. Financial law: the schoolbook fbigh schools. — M.: JUNITI-DANA
publishers, 2001.
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A.A. Tedeeexpounded the most complex concept of a tax vislatThese authors
understand tax violation in wide and narrow senaking for a basis of general-
theoretical notion of a violation. That is they fry a complex to approach to the
problem. Tax violation in &road senses understood by them as any illegal guilty
punishable deed in taxation sphere irrespectiveviodéther — legal norms of what
branch of the legislation establish concrete resibdity for fulfilment of such illegal
deed. However at that they classify tax violationsadministrative, criminal, as well
as violations, the responsibility for which fulfignt is established by TCR. Thus,
authors do not specify a civil responsibility. lretharrow sensgV.A. Parygina and
A.A. Tedeev understand a tax violation on the de&din proposed by the item 106 of
TCR. It is received, what even in a broad sensgetl@thors narrowly understand tax
violations — they lose sight aérts. We believanore correct to co-ordinate definition
of a tax violation to concept of a violation in theneral theory of law.

Hence, tax violation is guilty, illegal, socially dangerous deed (iaztion or
inactivity), for which fulfilment ensues administirge or criminal, as well as civil
responsibilities.

Tax violations can classify by various criteria.

TAX VIOLATIONS TYPES on level of community danger a

*Tax crimes (i.e. type of crimes). The tax crimes lthhe increased degree of public
dangef.

*Tax faults (i.e. type of administrative violatioasd (or) civil violations).

When in TCR it is a question of collecting of thaef and simultaneously —
penalty, it is possible to speak about coincidesfaministrative and civil faults.

If losses are recovered as criminal court procedusans, the person is involved
simultaneously to the criminal and civil responigii

If the tax authority is applied to court with thiaim to the payer about recovery
of the sums of arrears, penalties, fine in purseahe powers, given by TCR in
connection with infringement of legal norms of TGRhe guilty will bear in this case
a civil responsibility for the tax fault, providéy TCR.

The tax violation could be an independent type wab&ation only in one case — at
absence in TCR blanket and reference rules andadhd in it real specific tax
sanctions. Neither the one nor the other it isofiserved.

TAX VIOLATIONS TYPES on the branches of law are;

*Administrative tax violations.

In case of the bringing to responsibility provided the legal norms of TCR
containing attributes of an administrative violatigorocedure on cause should be
realized in the order provided by CRoAV (about thitem 10 of TCR).

*Criminal tax violation$.

*Civil tax violations.

! Parygina V.A., Tedeev A.A. Tax law of the Russikaderation. — Rostov n/d:
PHOENIX publishers, 2002.

2 On practice in the application by courts of thgidtation regulating peculiarities of the
criminal responsibility for crimes in sphere of mpreneurial and other economic activities:
ruling of Plenum of Supreme Court of the Russiaddration from November 15, 200 48
[Electronic resources] // URL: http://www.vsrf.ru.

* Ibidem.
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Tax sanctions, in our opinion, are used in the gares of all elements dérmal
components of tax violatioiit is the complex of legal elements, permittiogqualify
the concrete tax deed as a tax violation.

Elements of formal components of tax violation are:

1. Subject

Subject of tax crime is the natural person withyg@rs. The organization can
become the subject of a crime if it directly to ik CCRF. Subject of tax fault is the
natural person with 16 years, as well as the jcaidberson.

2. Mental elementof tax violation is the intention or imprudenca. detail the
problems of guilt in tax law are analyzed in thedgl literaturé.

3. Target of tax violation is the tax relations.

4. Targetelementof tax violation is the deed (i.e. action and (ogctivity).

The law (administrative, criminal, and civil) fixéise bases of liberation from tax
responsibility and the punishments, softening bafjgravating responsibility and
circumstance punishment. There are regulated alspécial tax laws, for example,
by TCR (Tax Code of Russia).

6.3. Tax proceeding

Tax Code of the Russian Federation does not comésins «tax proceeding»,
«tax process» and them does not define. Thereiffeeedt opinions in a scienteFor
correct understanding of tax proceeding it is nemgsis primary to solve the
scientific problem of a correlation of such conseps «proceeding» and «process».
The word «process» has occurred from Lagirogessus» — advancement

Processis understood by authors of the Big encyclopedtiahary in three
senses:

1. Process —is sequence of change of events aed 8t development something.

2. Process — is complex of sequential actionsdbrewement of any result.

3. Process — is an order of disposal of legal prdicg in court, court proceeding.

Proceedingis defined as process of formation something, umderstood by
proces$

Hence, process and proceeding are interreladsdwe study law, our main
interest is legal process that is the normativefof regulating of legal activity.

Legal process is understood in the broad sense i(astmative process) and in
the narrow sense (jurisdictional proces8ut at that the correlation of categories
«process» and «proceeding» is understood diffgrémtbcess — activity, proceeding —
lawful order of processual activity on the concrptadical fact; proceeding — the
concrete type of process; process and proceedsiggenyms and so on).

We have come to conclusion that proceeding — isdherete type of procesko
proceeding types it is possible relate to the -istefion proceeding, disciplinary
proceeding, proceeding under complaints, legal gedimg on administrative

! Musatkina A.A. On the issue of concept of guiltldts forms under Tax Code of the
Russian Federation // The Financial Law (journal2013. -Ne 8.

2 Ozerova T.A. Concept of tax process: the conteamyaronception // The Financial Law
(journal). —2010. —Ne 8; Jakushkina E.E. Interrelation of tax materiad grocedural law //
The Financial Law (journal). — 2012 Ne 1.

% Big encyclopedic dictionary. — M.: Big Russian geiopedia publishers, 1998. — P. 971.

* Ibidem. — P. 965.
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violations, tax proceeding, arbitration proceedingyil proceeding, criminal
proceeding etc.

Hence,tax proceeding- is one of types of legal process. The analysithe
effective legislation, practice of its applicatiand special literature allows coming to
conclusion, that tax proceeding, as well as prqoems be understood in broad and
narrow sense.

Tax proceedingin a broad sense is state-administrative activity of competent
authorities on lawful collecting and transfer indigets of taxes and dues. For
example,|.S. Kobelevaunderstands tax proceeding as the fixed in thisl&gn on
taxes and dues an order of activity of law enforeeinibodies on calculation of taxes,
on recovery of taxes, on updating of payment datéhe tax, under the control of
calculation and payment of taxes, as well as ofi@gislation compliance as a whole,
on bringing to responsibility of the persons whednaommited the tax violation, and
also on consideration of complaints to decisiond actions of tax authorities and
their officials and removal on them of decisibns

However we believe that such understanding of taceeding mismatches the
content of TCR. It separately regulates the — @iggd of tax duty, tax control, and tax
responsibility. Rules of procedure are not alloddig TCR in the in separate section
or chapter. Besides TCR, tax relations are regildig BCR, as well as the
administrative, criminal, civil legislation. TCR itinis connection abounds reference
(blanket) rules of law. The understanding of taxgaeding in a broad sense is
conformable with understanding of administrativeqass as any state-administrative
activity’.

Tax proceedingin the narrow sense is the lawful procedure of turnover of
cause on tax violation from the stage to stageh $uaceeding called aqgrisdictional
since it is reduced only to a procedure of apphbecabf sanctions of material rules of
law. Tax proceeding in narrow (jurisdictional) sere®nformably with understanding
of administrative, civil, criminal proce%s

Studying of CRoAV, CCPR convinces that the legslatonnects proceeding
exclusively with committed violation, i.e. he uns&ands proceeding in narrow
(jurisdictional) sense. Thereforge will understand tax proceeding only in narrow
(jurisdictional) sense.

Besidesgssential theoretical and practical significance tearelation of character
of tax proceeding. Tax law is the financial law gmnent as inter-branch legal
institution, and therefore it contains the rulestat law established not only the
special financial and tax legislatidmt also administrative, criminal, civil (item 2 of
CCR) legislation. Hence, andauses on tax violations can be on the character
administrative, criminalcivil.

! Kobelev I.S. Non-property relations in a tax lambstract of thesis.... PhD in
jurisprudence. — Voronezh, 2010. — Pp. 14-15.

2 Bahrah D.D., Renov E.N. Legal proceedings on aihinative violations. — M.:
KNOWLEDGE publishers, 1989. — P. 5.

% Kashanina T.V., Kashanin A.V. Bases of Russian:lahe schoolbook for high
schools. — M.: NORM-INFRA'M publishers, 1998. — m06-616; Kozlov Yu.M.
Administrative law. — M.: JURIST publishers, 1999.P. 180; Civil process / under the
V.A. Musin’s, N.A. Chechina’s, D.M. Chechota’s edihip. — M.: PROSPECTUS publishers,
1998. —P. 5; Criminal and procedure law / under the P.Apibskaja’s editorship. — M.:
JURIST publishers, 1999. — P. 13.
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Therefore tax proceeding cannot be related onlginy one branch process, for
example, to the administrative proces#t can be realized by TCR (special
administrative proceeding), CRoOAV (general admiaiste proceeding); CCPR
(criminal proceeding); CPCR (civil proceeding) oP@R (arbitration proceeding)
depending on character of cause.

Subjectsof tax proceeding are executive and judicial publithorities, and its
participants— the any persons participating in the processantrete cause on tax
violation.

Tax proceeding is various, therefore in it is polesto emphasize the general and
special stages.

GENERAL STAGES

1. Stage of detection (revealing) of a tax violatio

The stage can be classified on static and dynarsiagées.

Static phase- is activity of bodies of the financial and tagnérol under the
analysis of the arriving information. At detectiohviolation attributes, depending on
degree of public danger all materials go on judsdn — to tax either customs bodies,
or other competent authorities. Besides, tax ailibsrin necessary cases have the
right to make claims in court on recovery of theears, fine, penalties or formalize
the actions by administrative or criminal case.

Dynamical phase- is complex and interrelation of operational skaactions
(OSA) and tax inspections. The OSA with referemctak violations put into practice
by bodies of the Ministry of Internal Affairs andistoms bodies. FTS realize tax
inspections as the form of tax control.

2. Stage of excitation and legal investigation orax violation

The excitation and legal investigation procedurpethels on character of forming
legal relations. Takault cause is initiated and investigated by legal noom&CR or
CRoOAV, with involvement of the customs and civibiglation. Taxcrime cause is
initiated and investigated based on CCPR in commeatith infringement of legal
norms of CCRF.

Now we will be applied to TCRaround for bringing of the person to a liability of
infringement of the legislation on taxes and dwethe fixing of the fact of fulfilment
of the infringement by the decision of the tax awitly which has come into force.

If the taxpayer in the lawful date under the paytrrequest of the tax (due) has
not paid in corpore arrears (which scale allowagsume the fact of fulfilment of the
tax crime), as well as the corresponding fine aadafties, — tax authorities musts
within 10 days from the date of revealing of mené&d circumstances to direct
materials to internal affairs agencies for the soiluof question on initiation of
criminal case.

In this case the head (deputy head) of tax autharitist to decide about
suspension of discharge of the decision aboatural persons bringing to
responsibility for fulfilment of the tax violatioand the decision about recovery of the
tax (due), fine, penalty. At that the running okttime periods of the recovery
provided by TCR, is suspended for suspension otwian of the decision about
recovery of the tax (due), fine, and penalty.

! Dymchenko V.I. Russian tax law. The general partMentioned writing. — P. 68;
Kashanina T.V., Kashanin A.V. — Mentioned writirgPp. 531-543.
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Copies the tax authority decisions in a lawful teame handed over by tax
authority to the person, concerning which the denisis passed, or to his
representative on receipt or are devolved by awfft way testifying to date of their
receiving. In case of direction of copy of the dem of tax authority by mail the
registered letter considers date of its receiviigadnsidered the sixth day from the
date of sending. The internal affairs agencies Wwhiave received mentioned
materials from tax authorities are obliged to direx tax authorities the notice on
results of consideration of these materials nafrlétan the day, following by day of
making of the conforming decision. The internabaff agencies which have received
from tax authorities mentioned materials are ololigethe lawful term to direct to tax
authorities notices on results of consideratiothese materials.

Specificity is observed at investigation of taxr@son base of CCRF and CCPR.
The good analysis of it is realized in S.V. Bazhémarticle.

According to the facts expounded in the articlegdseof territorial tax authorities
consider possibility of initiation of criminal casen tax crimes as «administrative
resource». In other words, tax authorities consadienissible direction of materials on
tax violations in investigatory bodies on whichréhere no of decisions which have
entered validity of arbitration courts, aspiringcslby comprehensively to guarantee
receipts of taxes and (or) dues in the budget. &fber with the purpose the most
effective documenting of illegal activity of delitade defaulters of taxes and (or) dues
to heads of law-enforcement and controlling bodme;essary more effectively to
organize interaction of the investigators, autlesitto operate subdivisions of
economic security and fight corruption of interaéfiairs agencies and employees of
tax authorities.

3. Legal investigation stage on a tax violation egin with decision-making

The procedure of a legal investigation and fornadglon of result of such
consideration also depend on character of causeseCeboutax faultis considered in
the procedure provided by TCR or CRoAV, with invatvent of the civil and customs
legislation. The result of consideration of casefdamalized accordingly by the
decisionof tax, customs or judicial body.

Cause aboutax crimeis considered as criminal proceeding based on CCRR
result of consideration of criminal case is forrpedl by thecourt sentengeby which
is possible application of rules of civil law orcowery of the damages, arrears, fines.
The court, as well as the investigator (with th@ssmt of the head of investigatory
body) has the right to discontinue criminal prodgecu concerning the person
suspected or accused of fulfilment of the tax crifeefore fixing of judicial session
the damage caused to budgetary system of the RuBEsideration as the result of
crime, is compensated comprehensively.

If following the results of consideration of matds (in the absence of
compensation of tax indebtedness) the order aledusal to institute criminal case or
the order about termination of criminal case, al agif on conforming criminal case
is taken out the judgment of acquittal, — the highagbuty head) of tax authority in the
lawful date decides about tax proceeding renewateming these natural persons,
about his bringing to responsibility for fulfilmerdf the tax violation and about
recovery of the arrears, fine, penalty.

! Bazhanov S.V. Peculiarities of detection, solutiowd investigation of tax crimes //
The Taxes (journal). — 2015Ne 5.
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If action (inactivity) of the taxpayer (payer of@uax agent) — the natural person
which has formed the ground for his bringing tqoassibility for fulfilment of the tax
violation, became the ground for removal of theggmhent of guilt concerning the
natural persons, — the tax authority cancels thasma regarding bringing of the
taxpayer (payer of due, tax agent) — the naturedgueto responsibility for fulfilment
of the tax violation.

If the civil suit by administrative or criminal preeding is left without
consideration, — it after order or sentence conimg force can be considered
exclusively by civil (arbitration) judicial proceid).

SPECIAL STAGES

1. Stage of revision of cause on a tax violation

For example, there are revisionsider the — complaint of payers, protest
(recommendation) of procurator, the initiative ofsrior bodies, as supervision, on
newly-discovered evidences.

2. Stage of execution of the decision (sentencegieed on cause

The stage ensues if the total document is connedtachecessity of fulfilment of
executive or other active actions (for examplehweécoveries of the sums of arrears,
fine, penalties, losses).

In this case execution of executive documents lakffe based by FL «On
execution proceeding».

As has underlined Constitutional Court of the Raisdrederation, execution of
judgment should be viewed as the element of judariatection. At that the recoverer
has the right to receiving of the help executiojudiyments from the state, (i.e. in use
of measures of compulsion to the debtor)
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Chapter 7. APPEAL OF ACTS AND DEEDS
OF TAX AUTHORITIES AND THEIR OFFICIALS

7.1. Appeal conception in tax sphere.
7.2. Extrajudicial appeal.
7.3. Appeal in court.

7.1. Appeal conception in tax sphere

RF Constitution in item 46 guarantees to everyorategtion of his rights and
liberties, including by a judicial recourse, as vad in interstate bodies on protection
of rights and freedoms of the person if are settlédvailable national means of legal
defence. This constitutional legal norm corresposidslar on sense — in item 8 of
Universal Declarations of Human Rights and in it2raf United Nations Covenants
on Civil and Paolitical Rights.

We in this connection recommend readiAg/. Kosolapova'sarticle'. As the
author of the article has fairly underlined, appeagsibility exists at the any form of
the state.

Initially the complaint forms as attempt to achigustice by the recourse to the
person, having the power, and only in due courspracess of complication and legal
order development, the complaint receives formgdddixing — in the form of rules of
giving and complaint consideration, later — in thiam of so-called «complaint right».
In a general view the complaint — is discontentues expression concerning any
objective circumstances or third person actions.

The effective legislation analysis has allowed dlghor of the article to allocate
following peculiarities of the complaint in its legal sense:

First, the complaint has legally certain content. In¢beplaint, it is necessarily
should contain the concrete requirement to thegpetrs whom it is requested. Others
lovami, thecomplaint(in our opinion) is a request of the any personréanstatement
or protection of his violated rights, libertieslegitimate interests. Thus, the complaint
should include as the information element (i.e. gage on infringement of rights and
liberties), and strong-willed element (request).

Secondlythe complaint has a specific matter. Only acticais serve as occasion
to the complaint, but not events (for example,dbmplaint to consequences of act of
nature or other extreme situation will not be cdestd as the complaint in strict
juridical sense).

Thirdly, the complaint goes to the concrete addressee.cdimenon quality of
addressees of the complaint is that they should pawer authorization in relation to
those persons, whose actions will be appealed.

Effectiveness of any legally significant action deds on that, how well are
chosen legal measures. That is it is necessaryidudilize a correct type of the
complaint.

In the wording, the complaint are classified onldngerbal) and written (letter).
However the contemporary legal system prefers thigew (documentary) form. In
such complaint are more precisely fixed the factd the arguments stated by the

! Kosolapov A.V. Complaintas as a legal instruenshaept and kinds // The Volgograd
University Vestnik. — Series 5. Jurisprudence. £126-Ne 2 (15)
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applicant that facilitates their legal evaluatiop authoritative body. The written
complaint supposes keeping during the date negefsagecision-making that allows
repeatedly to be applied to its text.

On level of legal regulatioit is possible to distinguish national and inteioral
legal complaints. Peculiarity of international legamplaints consists that they can be
given only in strictly certain cases, in the preseof a specific matter or grounds (is
more detailed about that read in correspondingsrour schoolbook). International
legal means more often are provided for those cabes the applicant is not satisfied
by the decision of state agencies or when is \@dlathe reasonable term of
proceedings. At that the fact of consideration led tomplaint in the international
organization cannot be considered as infringemdnthe state sovereignty and
principle of non-interference in domestic affaifglte states, as a hormative ground of
such procedure is the international treaty ratibgdhe states.

Depending on the receiver, it is possible to altecthe following types of
complaints:

1. Administrative complaint- is the request in enforcement authorities oalloc
self-government. The basic peculiarity of the camgl is the minimality of a
processual regulation of its giving and consideratiAt that the administrative
complaint cannot go to the same body or to the saffial whose actions will be
appealed.

Therefore are possible following variants:

a) complaint in a superior body which is competemtchange or cancel the
complained decision;

6) complaint in independent regulatory and superyisuthority which has the
right to inspect upon the complaint and to make dbénitive or recommendatory
solution

2. Complaint in prosecution authorities

On the one hand, prosecution authorities are rethdwee frameworks of all
branches of the power and allocated by independdhaé ensures relatively
independent consideration of the complaint. Orother hand, the public prosecutor’s
office has no powers to make the final decisiomead of cause. Thus, the complaint
in prosecution authorities has the result only jpubtosecutor's reaction (preventions,
protest, etc.) or judicial recourse.

3. Judicial complaint.

Consideration of the judicial complaint is the reatbf most detailed processual
regulation, and the judicial decision representsdtate-imperious act, obligatory for
execution.

Among applicants the taxpayer has a special place.

Protection of rights of taxpayers — is the indemanidobject of scientific
researchés

The conception of a procedure of the appeal of @ctsdeeds of tax authorities
and their officials contain in section 7 of TCR walnihas numerous sendings to the
federal legislation. By virtue of complexities diet section we will try to expound the
declared theme in own way.

! Bogdanov D.V. Revisited international legal esseotinstitution of protection of rights
and legitimate interests of the taxpayer // Theakaial Law (journal). — 2013. Ne 2. —
Pp. 41-44; Shestakova E.V. Protection of taxpayigsts in view of administrative procedure
changes // The Taxes (journal). — 20155
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SUBJECTS (APPLICANTS)

Appeal right have:
*Each payer of taxes or dues.
*Each tax agent.

OBJECTS OF THE APPEAL

*Normative and not normative international legatisaaf tax authorities.

*Decisions and deeds (actions or inactivity) of txthorities and (or) them
officials.

MOTIVE of the APPEAL is opinion of the subject on infringement of hghts.

APPEAL FORM- is written.

APPEAL PROCEDURE is extrajudicial and judicial.

In the pre-judicial procedurdit is now obligatory) in superior tax authority tar
the superior official will be appealed any (everrmative) acts of tax authorities,
actions or inactivity of their officials.

At that the legislator has has entered in TCR (i1&38 of TCR) such type of the
complaint as theppellate appealvhich matter is the appeal not come into force tax
authority decision about bringing to responsibifity fulfilment of the tax violation,
or decision about refusal in bringing to resporisjbior fulfilment of the tax violation
which have been taken out according to the item df0ICR, if (according to this
person) the complained decision breaks his rigrie. extrajudicial appeal allows to
detect a legal proposition of tax authority and ligaisvely to be prepared for the
judicial appeal, or to be refused from the judicégdpeal. If the request can be
considered ad rem exclusively court, pre-judiciady must to explain it to the
applicant.

In a judicial procedurewill be appealed any acts, decisions and deedsvof t
authorities and their official8y courtrequests considers by rulesjofisdiction and
competence.

The legislator in item 138 of TCR has specified tMaabe applied in court it is
necessary according to the procedural legislatibnrRB. Hence, jurisdiction to
arbitration courts or general jurisdiction courssfixed by TCR and other federal
legislation, including CRoAV, APCR, CPCR, and CCPR.

According to APCRarbitration court are subordinated all causes on economic
disputes, including the causes connected withzat#din of entrepreneurial and other
economic activities, including forming from publiegal relations. On them are filed
applications which are considered on general agifmeeedings rules if other is not
provided by the federal law.

In other cases such applications (complaint) aresidered in general jurisdiction
courts based on CACPR, regulating proceeding onctuses forming from public
legal relations to which are related to includiimgafcial and tax legal relations.

However at that applications (complaint) on cauabsut tax violations are
considered based on TCR or CRoAV depending on @ ofpsuch violation. Other
owls, on causes about tax violations CACPR doegppty.

In any case the court recognizes — statutory acffi¢cious, not normative — void,
and decisions and deeds — illegal. At that the tcaliges guilty to eliminate
comprehensively infringement of rights and libestief the citizen or obstacle to
realization by the citizen of his rights and liest
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As the applicant should independently fix the diegype (economic or not), — in
practice we observe numerous conflicts concernimggdiction. For elimination of
contradictions between procedure laws are enabedulings of the supreme courts
of RF. But it is system this problem it has startecbe resolved only in 2013 by
judicial reform™.

Essence of judicial reform: Supreme Arbitration @af the Russian Federation
is abrogated, and its functions are devolved tor&up Court of the Russian
Federation. The primary structure of new SupremerCaf the Russian Federation is
generated by Special qualifying board. Place ofmp@&ent residence of the Supreme
Court is St.-Petersburg. The representative ofifdae Supreme Court settles down in
Moscow.

The general problem of TCR is absence of legal sdeven reference) about the
procedure of appeal of acts and deeds in connegiitbrtax crimes as well as about
the appeal of the normative legal acts regulataxgrélations, in Constitutional Court
of the Russian Federation based on item 125 of t@otisn of the Russian
Federation. TCR does not mention and European @bttiman Rights.

Despite it, Constitution of the Russian Federatasnthe normative legal act,
having the highest legal effec)lows to protect rights and legitimate interests of
taxpayers (and other persons) in ConstitutionalrColuithe Russian Federation and
European Court of Human Rights.

7.2. Extrajudicial appeal

Extrajudicial appealis the appeal of acts and deeds of tax authomtiestheir
officials without a judicial recourse.

Extrajudicial (pre-judicial) regulation of tax digigs (extrajudicial tax audit) — is
constant object of scientific researches, includingan example of the foreign states.
About that and many other things have in detail iaterestingly written Kazachkova
Z.M., Letavina E.A., Luparev E.Band others.

As tax legal relations are in many respects admnatige, we will initially
consider administrative and law aspect of the gnobl The domestic system of
extrajudicial contest of administrative acts (cdesation of administrative-law
disputes) is based on item 33 of Constitution & Russian Federation, (which
provides the right to be applied personally, aslvesl to direct individual and
collective requestes) to state bodies and localegowuents), and on item 19 of
Universal Declaration of Human Rights and Unitedidfe&s Covenant on Civil and
Political Rights.

In most general view, the procedure of the extiajabappeal is provided by FL-
59 from 5/2/2006 «On the procedure of consideratibmequests of citizens of the

! On Supreme Court of the Russian Federation andicppbosecutor's office of the
Russian Federation: law of the Russian Federatiom fNovember 27, 2013 // Rossiiskaya
Gazeta. — 2013. — On December 4; On Supreme CdutieoRussian Federation: federal
constitutional law of the Russian Federation froebftary 5, 2014Ne 3 // Rossiiskaya
Gazeta. — 2014. — On February 7.

2 Kazachkova Z.M., Letavina E.A. Extrajudicial prdcee of adjustment of tax disputes //
The Administrative Law and Process (journal). — £20% Ne 5; Luparev E.B. Several
problematic issues of extrajudicial contest of stee administrative acts // The Administrative
Law and Process (journal). — 2019\=-9.
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Russian Federation». According to the FL, citizbase the right personally to be
applied, as well as to direct individual and cdil requests (including requests of
associations of citizens, including legal persons)state bodies, local governments
and to their officials, in state both municipal lawities and other organizations, (to
which is assigned realization of publicly signifitdunctions), and to their officials.

It is supposed the request in the electronic foithe information on the
procedure of direction of requests is placed oitiaff sites of Ministry of Internal
Affairs of the Russian Federation and General Ruse's Office of the Russian
Federation to addresses — www.mvd.ru and www.gengowg.ru. For specifying of
the Justice of the Peace and court, citizens oRtlesian Federation can use the State
automated system of the Russian Federation «Judtiche address — www.sudrf.ru.
If it is question monopoly actions, it is necesstnbe applied in Federal Antitrust
Service to the address — www.fas.gov.ru.

Requests directed to state body, local government aheofficial (in writing or
in the form of the electronic document) the offgsplication or the complaint, as well
as the oral request of the citizen in state baatyallgovernment. At that tremplaint
is the request of the citizen for reinstatementpatection of his violated rights,
liberties or legitimate interests or rights, freedoor legitimate interests of other
persons.

Citizens realize the right on the request freeld &bluntary. However at that
right realization on the request should not breghts and liberties of other persons.
Consideration of requests of citizens is realizezk fof charge. Prosecution of the
citizen for such request is forbidden.

By request consideration, it is not supposed dsseto of the data containing in
request, as well as the data, concerning the prilitg of the citizen, without his
consent.

The citizen in the written request necessarily giestes to the state body or local
government appellation (to which directs this rexjyeor the surname (i.e. family
name), name, patronymic of the conforming officiad,the official capacity of the
conforming person, as well as own the surname [famame), name, patronymic,
post address (on which should be directed the afsmaice on request readdressing.
Besides, he — expounds to the essence of the affplication or complaint, puts the
personal signature and date. In case of need,thétipurpose of acknowledgement of
the arguments the citizen appends to the writtgunest documents and materials or
their copies.

The written request liable obligatory registratanmd consideration. The answer to
the request subscribes the head of state bodycat gvernment, and the person
official or representative for that.

Personal reception of citizens is realized in staidies, local governments by
their heads and representatives on that personge/sonal reception, the citizen
shows the identity paper. The oral address comgelntought in the card of personal
reception of the citizen. The answer (dependinghenrequest content) can be given
orally during personal reception (about than is enadtry in the card of personal
reception of the citizen), or in writing. The weitt request received during personal
reception, liable legally to registration and colesation.

If in the any lawful request contain the questiartgch solution is not included
into the competence of the state body, local gawent or the official contain, — to
the citizen should be proposed the explanation &bad in what procedure he should
be applied. In this connectioifi,the taxpayer does not knpte whom to be applied —
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he can direct the request to any authority (offjciahich must to forward the address
on jurisdiction.

Essential peculiarity of extrajudicial contesd possibility of contest of any
actions and inactivity of the subjects allocatedhwpublicly significant functions,
except for those actions and inactivity for whicbnsideration is established the
specific processual procedure (for example, foicjatlacts).

There are also special administrative procedures:

1) Item 139 of TCR establishes the general annedbg of the appeal from the
date of when the person has learnt or should l@aont infringement of the rights. For
the appellate appeal it is fixed the trimonthlynier

2) Item 49 of Federal law «On customs regulatioms fixed the minimum
special date of consideration of administrative-thspute for the simplified grievance
procedure —i.e. 3 hours;

3) And so on.

In all cases there is a lawful possibility of matied restoration of the missed
time limit.

Now we will return to tax law. According to TCR:

Bodies of consideration of complaints are:

*Superior tax authority.

*Superior official of tax authority.

Periods for filing complaint:

*General — not later than three months from the ddéitwhen the payer has learnt
or should learn about infringement of the rights.

*Special — other terms provided by some legal nasfMBCR.

The term defaulted on a good reason, can be resbgréody of consideration of
the complaint under the motivated application ef player.

The complaint form (unlike a judicial procedure) is a complaint, withe
appendix of its copy and all proving it documeiiise complaint is handed over to the
receiver against signature on its duplicate copygaes by registered letter with the
notice.

The applicant has the right in writing to withdratke complaint, with
preservation of the right repeatedly of its filiog the same grounds in the same body.

The complaint can be directed and in tiectronic formon telecommunication
communication channels or by a private office & thxpayer. Such electronic appeal
is provided by TCR, CRoAV or CACPR (depending anjitrisdiction), as well as by
the decree of Supreme Court of the Russian Fedafrati

By results of complaint consideration is taken @ of following decisions:

*Abandonment of the complaint.

*Revocation of the complained act and fixing of iiddal inspection or
consideration.

*Revocation of the complained act and terminatibproceedings in case about
the tax violation.

*Alteration of the complained act or removal of thew decision if status of the
applicant at that does not worsen.

! Filing procedure in Supreme Court of the Russiadefation of documents in electronic
form, including in the form of the electronic docent: decree of the Chairperson of Supreme
Court of the Russian Federation from November PA62e 46 [Electronic resources] // URL:
http://lwww.vsrf.ru.
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On ageneral rule filing complaint in superior tax authority doestrsuspend
execution of the complained act and (or) tax autyhactions. However in case of the
appeal of the coming into force decision on briggio responsibility for fulfilment of
a tax violation, or decision on refusal in bringitogresponsibility for fulfilment of a
tax violation before decision-making under the ctaimt— execution of the
complained decision can be suspended under thé&cajmh of the person made this
complaint, with appendix to the application dbank guarantee.

7.3. Appeal in court

Constitution of the Russian Federation (item 4&rgutees to everyone judicial
protection of his rights and liberties. The rightjadicial protection is related to basic
rights and liberties of the person, it is recogdiznd guaranteed in the Russian
Federation according to the conventional princigled international legal norms and
according to Constitution of the Russian Federatiomd does not liable to restriction
(items 17, 56 of Constitution of the Russian Fetilem

As repeatedly specified Constitutional Court of Bwessian Federatidnthe right
assumes having of such concrete legal guaranteeh \aliow comprehensively to
realize it and to ensure effective restorationigiits by of the justice, corresponding
to justice and equality legal requirements.

According to item 118 of Constitution of the Russkaederation, justice in Russia
is realized only by court by means of constitutlpo@vil, administrative and criminal
proceeding. That is, the court possesses exclasitreority to enact final decisions in
issue in law,ncluding on the causes forming from tax legal tielas that, in turn,
signifies inadmissibility of overcoming of the dsicin taken out by court by means of
the jurisdictional act of administrative body.

The right on judicial protection is not only a righn judicial recourse, but also
possibility of receiving of real judicial protectian the form of restoration of violated
rights and liberties.

One of the important factors fixing effectivened$geastoration of violated rights
is timeliness of protection of rightd persons participating in cause.

It signifies, that fixed by federal legislator iitstional and procedural stipulations
of realization of procedural rights should meet tleguirements of processual
effectiveness and economy in use of judicial ree®dind by that to ensure justice of
a judicial decision, — without what is unattainalthee balance of public-law and
private-law interesfs

According to the legal proposition of Constitutibn@ourt of the Russian
Federatiofy possibility of overcoming of entered validity pemptory judicial acts
assumes an establishing of such specific procediililations of their revision,

! Rulings of Constitutional Court of the Russian &dion — from July 14, 2008 9;
from December 26, 2008t 14 and from March 25, 2008e 6 [Electronic resources] //
http://www.pravo.gov.ru.

2 On case of constitutionality test of point 1 oftp4 of item 2 of Federal constitutional
law «On Supreme Court of the Russian Federatiomh pamagraph 3 of subparagraph 1 of
point 1 of item 342 of Tax Code of the Russian [atien in connection with the complaint of
Open joint-stock society «Gazprom oil»: ruling obr&titutional Court of the Russian
Federation from March 31, 20 6 [Electronic resources] // http://www.pravo.guow.

% Rulings of Constitutional Court of the Russian &edion — from May 11, 2005e 5;
from February 5, 200Xe 2 [Electronic resources] // http://www.pravo.gav.

118



which would meet requirements of legal certaintyswged by recognition of legal
force judicial decisions and their cogehcy

Tax Code of the Russian Federation contains blanketitem 142), according to
which complaints (statements of claim) to actsaof duthorities, actions or inactivity
of their officials, brought an action, are consatkmand concluded in the procedure
established by the civil procedural and arbitrafpoocedural legislation, legislation on
administrative judicial proceeding and other fetdeavs. The item content has
incorrect character. Sending to other federal lmgnsuccessful, as the complaints
filed in Constitutional Court of the Russian Fediera considered and concluded
based on the federabnstitutionallaw. Activity of European Court of Human Rights
is regulated by th&€onvention instead of laws of the Russian Federation. Irhsuc
situation, the taxpayer should refer to Constitutiad the Russian Federation, which
should be directly used.

From all above-stated follows, thjaidicial procedure of the appeal depends on
the legal act regulating proceeding in the concragge of court At that to payer and
to tax authority it is necessary for to considbattprocess of the appeal of acts is not
finished by consideration of a legal statementeffirst instance.

Probably further appeal in superior judicial insta® any objects of the appeal,
including judicial acts of subordinate judicial fasces concerning the objects, as well
as the laws, based on which worked tax authordrestheir officials. Operating thus,
the interested person uses all complex of lawfulhoes (ways) of protection of the
rights. Russian procedural legislation supposea$érelectronic formthe appeal and
formalization of processual documents (i.e. the mlamts, statements of claim,
petitions, determinations, decisions etc.) — big with obligatory use of aelectronic
signature

Now, we will consider concrete schemes of protecticof rights and interests
of the payer depending on a court type.

SCHEME OF PROTECTION OF RIGHTS OF PAYERS
IN THE ARBITRATION COURTS SYSTEM

Arbitration courts consider applications of paybesed on legal norms of TCR,
CRoAV and APCR. Determinations and rulings of agtion courts will be appealed
by item 188 of APCR, as well as according to ofitems of APCR to which it is
guestion rulings and determinations of a concrgte.tWe give the basic attention to
the appeal of the acts adjudging ad rem, i.e. oess

At that the scheme of protection of rights of payhe following:

*Filing of a conforming matter in court of firststance. As a rule, it is arbitration
court of the Subject of the Russian Federation. &uwirt of first instance can be and
the supreme court according to jurisdiction of disp

*Filing of the appellate appeal to the decisioradfitration court of first instance
not entered legal force. The appellate appeallesl fiby arbitration court made the
decision in the first instance, which must to diretogether with cause to conforming
arbitration court of cassation within three daysnirthe date of complaint receipt in
court.

In the appellate appeal cannot be declared newresgents which were not a
consideration matter in the arbitration court oétfinstance. In appeals instamzgise

! Ruling of Constitutional Court of the Russian Fedien from March 17, 2009 5
[Electronic resources] // http://www.pravo.gov.ru.
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is considered a new ad rei@ontinuous time the appeals instance was at odirst
instance. Now are formed arbitration appeals cotlits example, Fifth Arbitration
Appeals Court settles down in Vladivostok and #itest of the judicial acts enacted
by arbitration courts of Kamchatka Krai, Primors{aai, and Sakhalin oblast.

*Cassation filing in arbitration courts of distscarbitration courts of cassation)
on the decision of arbitration court of the fingstance which has entered legal force —
if such decision was a consideration matter inteation court of appeals instance or if
the appeals instance arbitration court has disadbin restoration of the missed time
limit of filing of the appellate appeal (except fdecisions of Supreme Arbitration
Court of the Russian Federation and rulings ofteation court of appeals instance).
As a rule, the location of court of cassation cmias with the centre of federal
executive district. For example, the centre of Eastern federal district is the city
Khabarovsk.

*Supervisory appeal filing on the judicial actsawbitration courts in the Supreme
Court of the Russian Federation which have entkagal force, under applications of
the persons participating in a case, and otherulawérsons, and on the causes
designated in APCR — on recommendation of procurato

In cassational and supervisory proceeding, mattefscause are investigated
without the right of anew ad rem consideration.

SCHEMES OF PROTECTION OF RIGHTS OF PAYERS
IN SYSTEM OF GENERAL JURISDICTION COURTS

Determinations and rulings of courts of the gengmsdiction will be appealed
according to items of CRoAV, CACPR, and CCPR, inchtht is question rulings and
determinations of the concrete type. We give tha&cbattention to the appeal of the
acts adjudging ad rem, i.e. solutions or sentences.

At that we pay attention to following circumstane@ appeals instance cause is
considered anew, bwithout the right of alteration of the matter andauses of
action. Such scheme has reduced the appeal in simildrityeacassational appeal, has
distorted the idea of appeal judicial proceedirajest in the Message of President of
the Russian Federation to Federal Assembly of thessi@n Federation from
November 12, 2009. In our opinion, such appealsunt® is necessary to nobody.

Justices of the Peace

Justices of the Peace related to courts of Subgddise Russian Federation and
are judges of the general jurisdiction.

CACPR on Justices of the Peace does not exteridChand CPCR there are no
direct instructions on possibility of consideratiohtax dispute by the Justice of the
Peace. However in practice is used item 23 of CRE#drding to which Justices of
the Peace consider disputes if they have propédyacter at the amount in value of
suit no more than 50 000 rubles.

At that in the item is noticed, that by the fedeaaVs to competence of Justices of
the Peace can be related to and other mattersJUstice of the Peace considers
applications for writ petition under requirements tecovery of obligatory payments
and sanctions in the procedure established by erait.1 of CACPRSupreme Court
of the Russian Federation has in more details aedlyssues of use of CACPR. In
particular, it has emphasized that the recoverdhis case is the person into which
account liable to transfer to the recovered obtigatpayments and sanctions
according to budgetary and other legislation. it ba the Federal Treasury account.
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At that do not liable to consideration by CACPR mammic disputes and another
matters which are connected with realization ofepreneurial and other economic
activities and are related by the law to the coemes of arbitration courtsAt non-
property character of claims (i.e. deed recognitil@gal etc., compensation of moral
harm) tax dispute discusses federal court.

If tax dispute within the jurisdiction to the Justiof the Peaceprotection of
rights of payers, irrespective of character of eaus realized under the following
general scheme:

*Filing of a conforming matter to the Justice oétReace.

*Appellate appeal filing on not come into force attthe Justice of the Peace in
regional federal court of the general jurisdictigvhich is appeal for Justices of the
Peace) — by the judicial site in which case wasictaned.

At that according to th&egal proposition the Constitutional Court of tReissian
Federation appeals instance court is competent to cancaléhision of the Justice of
the Peace which has considered case for lack aé@oenfrom a person’s participating
in a case both not notified on the time and pldgedicial session, or has resolved a
guestion on rights and on duties of the persons adwe been not got to take part in
cause, — and to direct cause to the Justice d?¢lee on new trial

*Cassation filing on the previous judicial acts amsrinto force, in presidium of
krai (oblast, republican) court.

*Cassation filing in the Supreme Court of the Rasdtederation.

*The supervisory appeal of acts of the JusticehefReace is not provided by the
Russian legislation.

Federal courts of the general jurisdiction

In federal courts of the general jurisdiction taispdites are considered with
participation of payers of the taxes (dues), ntdtee to jurisdiction of arbitration
courts, as well as criminal cases on the tax crinvbgch subjects are any personable
natural persons, including individual businesspesso

The procedure of their consideration (dependinglmaracter of the formed legal
relations) is fixed by CPCR or CACPR, or by CCRRcivil proceeding payers are
applicants or respondents (if with the applicatwas applied the tax authorityn
criminal judicial proceedingnatural persons on tax criminal cases are theestsp
accused, defendants — to whom can be presentezivihsuit about recovery of the
arrears and fine on tax debts.

The sheer fact of bringing to the civil or crimimakponsibility, as well as the acts
connected with it and deeds of tax authorities,idsdaf the Ministry of Internal
Affairs of the Russian Federation, customs bodighe payer has the right to believe
illegal and to appeal in the statutory procedure.

Protection of rights of the payer in civil proceadj has specificity and is
realized based on CPCR (as concerns a tax violgtion by CACPR (as concerns
consideration of other public dispute) under thehssme:

*Filing of the conforming matter in court of firgtstance.

! On several issues of use by courts of Code of Awhtnative Court Procedure of the
Russian Federation: ruling of Plenum of SupremerCofl the Russian Federation from
September 27, 2010& 36 [Electronic resources] // URL: http://www.Vstf.

2 Ruling of Constitutional Court of the Russian Fedien from April 21, 201QNe 10 //
Rossiiskaya Gazeta. — 2010. — On May 14.
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*Filing (by court of first instance) the appellappeal on the decisions of courts
of first instance which have not entered legaldorc

*Cassation filing on judicial rulings entered ledaice.

*Filing directly in Supreme Court of the RussiardEeation.

PROCEDURE OF APPEAL OF ACTS AND (OR) DEEDS,
AS WELL AS JUDICIAL ACTS ON CRIMINAL CASES

We do not analyze the procedure of the appealeottuses considered by a jury
since such court is not considered causes on it@esr

Procedure of appeal of acts and (or) deeds, as wealk judicial acts on
criminal cases is fixed by ccpr and realized undethe scheme:

*Filing of the conforming matter in court of firgistance.

*Filing (by court of first instance) the appellaa@peal on acts of courts of the
first instance.

*Cassational appeal. At that is supposed revisioth® sentence, determination,
ruling of a court on the grounds attracting detation of situation of a condemned or
justified person, as well as of a person concermihigh criminal case is stopped, — in
time, not exceeding one year from the date of tketry in legal force, if during
judicial proceeding have been allowed violationaddw affected the outcome of the
case, tampering an essence of justice and sers@udicial decision as administered
justice.

*Supervisory appeal filing in Presidium of Suprer@®urt of the Russian
Federation. In legal concerns, Presidium of Supr@mert of the Russian Federation
has the right to go beyond arguments of the sugpenywiappeal (recommendation of
procurator) and to consider criminal case comprsiety, including concerning
persons who have not appealed judicial decisiossipsrvision.

To any cassational and the supervisory appealr{orinal or not criminal case) is
necessary to append the authenticated copies wigudcts of all previous judicial
instances.

SCHEME OF THE APPEAL OF ACTS AND DEEDS OF BAILIFFS

If the court act, or the ruling of administrativedy have entered legal force and
are not suspended by supervisory instance, — tteegxa@cuted by bailiffs according to
FL of the Russian Federation «On execution procgediHowever in this case acts
and deeds of tax authorities (their officials) wile appealed not directly, and
mediately, i.e. by appeal of acts and deeds ob#ikffs executing the rulings of tax
authorities and judicial acts, come into force antisuspended.

At filing of the conforming complaint it is necegsto observe the following rules
of competence established by item 121 of FL «Ocuéipa proceeding»:

1. If execution of the act of arbitration court gp&aled, — the complaint is filed
in arbitration court at the place of locationstod judicial bailiff-executor.

2. Otherwise, the complaint to acts and deeds diffsaare filed in a court of the
general jurisdiction at the place of executionthefexecutive document.

On the judicial act enacted ad rem of the complarg filed complaints in the
subsequent judicial instances according to schefpmotection of rights of payers in
system of arbitration courts or general jurisdictcmurts.

Besides earlier expounded methods, payers (irr¢isgeof character of cause)
have a possibility of protection of the rights antkrests by institution of revision of
the judicial acts come into force in view of thevrar again initiated facts.

122



SCHEME OF REVISION OF JUDICIAL ACTS ON CAUSES,
NOT RELATED TO THE CRIMINAL

Revision on new circumstances of judicial acts be tauses which are not
related to criminal is regulated by APCR, CACPRCGHRCR depending on character
of cause.

In any case the scheme of such revision has therglgpoints:

*Filing by the interested person of the applicatfonrevision of the judicial act
in the court which has taken out the challengedtjabact.

*Application consideration in judicial session withe notice of all participants of
process.

*Determination removal ad rem the applications.

Determination about refusal in revision of the giali act, determination about
redress of the application for revision, as welkhay judicial acts in connection with
revision can be appealed based on item 46 of RBt@ation under appeal schemes in
system of arbitration courts or courts of the gehjgrisdiction, even if such appeal is
not provided by the conforming procedural law. Aatt general jurisdiction courts
have not the right to disallow in consideratiorpaizate complaints to determinations
of courts of first instance about redress of appidns for revision of judicial rulings
on again initiated facts

SCHEME OF REVISION OF JUDICIAL ACTS ON THE CRIMINAL
TO CAUSES ABOUT TAX (AND OTHERS) CRIMES

Revision of the judicial acts on criminal cases eerimto force in view of the new
or again initiated facts are regulated by CCPRefollowingprocedure

*QOccasion to revision is messages of citizens affidials, as well as the data
received during preliminary investigation and judiconsideration of other criminal
cases.

*In the presence of again initiated or new factdydhe procurator has the right
to initiate proceeding on revision. During such qaeding are realized the any
necessary procedural actions, provided by CCPR.

*By results of proceeding the procurator formalizesonclusion about necessity
of renewal of proceeding on criminal case. The k@ion procurator directs to the
court which has taken out the challenged judiaial a

*Court considers the conclusion ad rem in judisiggsion with participation of all
participants of process. By results of consideratite court decides about abrogation
of the sentence (other act) or about deviatiorhefdonclusion of the procurator. The
any decision of court on the conclusion of the prator will be appealed under the
appeal scheme in general jurisdiction courts.

In practice are possible situations, at which tipplieation of the payer is
considered in exact conformity with the law (thatstory act, not conflicting to the
law), and acts and deeds of tax authorities or thféicials also are based on the spirit

! On application of legal norms of Civil Procedured® of the Russian Federation at
consideration by courts of applications, recommé&ada about revision on again initiated or
new facts of the judicial rulings which have entklegal force: ruling of Plenum of Supreme
Court of the Russian Federation from December DIL2Ne 31 // Rossiiskaya Gazeta. —
2012. — On December 21.

2 Ruling of Constitutional Court of the Russian Fedien from March 19? 2018 7
[Electronic resources] // http://www.pravo.gov.ru.

123



and letter of the law. In such situation protectidnights of payers as administrative,
civil, arbitration, criminal proceeding is ineffamt; the general schemes of the appeal
finally will not result to desirable resultherefore the taxpayer (and not only he, and
the any person) has the right to use the congtitati judicial proceeding.

PROTECTION OF RIGHTS OF PAYERS
IN CONSTITUTIONAL COURT OF THE RUSSIAN FEDERATION

Problems of the constitutional protection of taxgrayare invariable object of
scientific researchés We will adhere to own position. Let's underline
Constitutional Court of the Russian Federationageealed not acts and deeds of tax
authorities (their officials) and courts and thdsgal acts, based on which tax
authorities (officials) and judges enacted the ,atslized actions, and supposed
inactivity. Thus, in this case it is a questiontledé mediated appeadf acts and deeds
of tax authorities and their officials.

The constitutional judicial proceeding is regulabgdConstitution of the Russian
Federation (item 125) and FCL «On Constitutionalil€of the Russian Federation».

Objects of the appeal in Constitutional Court af fRussian Federation are:

*Federal laws (in this term also enter FCL).

*Statutory acts of President of the Russian FeteraFederation Council, State
Duma and Government of the Russian Federation.

*Constitutions or charters of Subjects of the Raisgtederation.

*Laws and other statutory acts of subjects P they are published concerning
competence of the Russian Federation or joint ctemge of the Russian Federation
and its Subjects.

*Agreements between Russian Federation and itse8tshpr agreements between
Subjects of the Russian Federation.

*International treaties of the Russian Federatitictv have not come into force.

At that (as has designated Constitutional Courthef Russian Federation in the
ruling from 3/21/2007\e 3) from items 118, 120 and 125-128 of Constitutdrihe
Russian Federation follow the requirement aboutsétiement as the constitutional
judicial proceeding of all disputes which are tlomstitutional by the juridical nature
and significance.

Ground to consideration of a cageuncertainty of in conformity to Constitution
of the Russian Federation of the abovementioneal kgjs.Occasion to consideration
of a casan Constitutional Court of the Russian Federai®the request in the form
of inquiry, petition or complaints, correspondimgiégal requirements.

Inquiries file the state authority supreme bodies.

Petitionsfile other authorities.

Complaintsfile legal persons and citizens.

Theresultof consideration of the request is ad rem fornaalilay the ruling.

Otherwise, Constitutional Court of the Russian [Fatilen takes out
determinations in which sendings to already enaatiolgs of Constitutional Court of
the Russian Federation contain.

Acts the Constitutional Court of the Russian Fetitemaand the legal proposition
have obligatory character, are peremptory, do nbjest to the appeal, come into

! Popov V.V. Protection of rights of the taxpayer llye constitutional judicial
proceeding // The Financial Law (journal). — 2042 Ne 10.
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force immediately after declaration, directly ogeralo not require acknowledgement
by other bodies and persons.

Legal acts or its legal norms declared void (i.smatching to Constitution of the
Russian Federation) expire; international treatigiscoming into force do not subject
to putting into operation and execution. Decisiohghe courts or other bodies and
persons, based on unconstitutional legal normsoigubject to execution and should
be reconsidered in the cases fixed by federal laws.

Constitution of the Russian Federation is directhed, if the recognition of the
legal act the unconstitutional has formed the labpln international legal regulation.
The loophole can be piece out the by Ukase of éasiof the Russian Federation as
he is the warrantor of the Constitution of the Rars$-ederation and the head of the
state.

In practice is possible to use one more possibibfythe appeal — in the
international judicial institutions.

PROTECTION OF RIGHTS OF PAYERS
IN THE EUROPEAN COURT OF HUMAN RIGHTS IN STRASBO(FRANCE)

Use of European Court of Human Rights (ECHR) ieample of realization of
part 4 of item 15 of Constitution of the Russiamémtion. About ECHR activity are
written many works

At once we will make a reservation that judiciabg@edent is not a source of
Russian law. Therefore the acts of European Coasedb on precedent, can be
executed by Russia if they do not contradict to @unstitution of the Russian
Federation, federal laws and national interestRudsia. European Court of Human
Rights was form based on Convention for the Prmtecof Human Rights and
Fundamental Freedoms signed in Rome on NovembE®5) and put into operation
by protocolNe 11 «On reorganization of the control mechanisrméx according to
the Convention». The protocol is the Conventioegnal part.

The official address of European Court of Humanhiigs:

The Registrar

European Court of Human Rights

Council of Europe

F — 67075 Strasbourg-Cedex

Tel: 33 (0)3 88 41 20 18

Fax: 33 (0)3 88 41 27 30

Internet: Http://www.echr.coe.int

! Abdrashitova V.Z. Precedential character of deaisiof European Court of Human
Rights // The Journal of Russian Law. — 200Re-9;

Afanasev D.V. Filing complaint in European Court ldiman Rights (book 1). — M.:
STATUTE publishers, 2012;

Glotov S.A, Petrenko E.G. Human rights and thewtgetion in the European Court. —
Krasnodar: SOUTH publishers, 2002;

Kovler A.l. International law problems in decisiorf ECHR (international legal
personality of the individual and immunity of theate) / The Russian Year-book of
International Law (journal). — 2003;

Churov V. E, Grishin of M.V, Ermakova E.L., Sitnika A.V. On the legal personality

and legal objectivity of European Court of HumargtRé // The Journal of Russian Law. —
2011. —Ne 4.
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The court can take up the case only after exhaustfoall internal protection
frames corresponding to generally recognize internal legal norms, and considers
case within six months from the moment of final iden making by the national
authorities.

Individual complaints have the right to file anytunal persons, non-governmental
organizations, or any groups of private personshvlmsist that they are victims of
infringement of the conforming state.

With reference to tax disputes, the applicant caa following legal norms of the
Convention:

*Each person has the right to a freedom and inkibitg of person. Nobody can
be deprived of freedom differently, as in the camed in the procedure fixed by the
Convention and the law.

*Nobody can be deprived the property, except asterests of a society and on
the stipulations provided by the law and generiaggples of international law.

The legal norms do not strike at the state righetsure realization of the laws,
necessary for control of property use according@ammon interests or for ensuring of
payment of taxes or other dues or penalties (itevhFArotocolle 1).

That is, taxpayers cannot challenge the right efdtate — to put into operation
lawful taxes and dues; to recover it (and penaitieonnection with non-payment) by
a lawful method; to limit the right on a freedomdaimviolability of person from
connection with fulfilment of a tax violation.

The taxpayer has the right to appeal deeds andoadtsx authorities and their
officials, by which are illegally violated the rigghand liberties of payers guaranteed
by the Convention, as well as Constitution of thessan Federation and the federal
laws. Examples of such illegal actiarthe payer has forced to pay the tax (due) which
has been not provided by the law and he could eferdl the rights in Russia; to the
payer have disallowed in adoption by court of thenplaint on acts and deeds of tax
authorities (their officials) and he could not @@ judicial consideration of the
complaint in Russian Federation; the payer illggh#ld in custody, and he could not
to corroborate illegality of such actions in theipé established by the Russian laws
and to achieve the indemnification of losses, etc.

Hence, the respondent in the European Court st the tax authority or his
official, and the Russia as state, which was nt# tdbguarantee rights and liberties of
an individual and a citizen in Russian Federatioodnnection with his taxation.

The fixing by Court in its decision of the fact wffringement of items of the
Convention obliges the state-respondent to takiooning measures on realization of the
judicial decision, as well as induces the stateend in legal acts or in judiciary practice.

If the European Court puts into practice not poéiliy loaded and objective
activity, — the states including Russia began mdéose compliance show to
consideration of rights and liberties of the peraad the citizen in Russian Federation
and to improve in this connection the national &gion. In more details activity of
European Court of Human Rights is studied in aartrdtional law course.

PROBLEMS OF PARTICIPATION OF RUSSIA IN WORK OF EHROPEAN
COURT

In the contemporary history, ECHR even more oftasels the decisions not on
international legal norms and precedent (thoughsithe duty of ECHR), and
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according to a political conjuncture, from osteioiagly antirussian positiohsEach
decision of the European Court is not only juritlidaut also the political act. When
such decisions are enacted for the good of protectghts and liberties of citizens
and development of our country, Russia always stilctly observe them. But when
decisions of the Strasbourg Court are doubtful ftbenpoint of view of an essence of
the European convention on human rights and initteet image mention the national
sovereignty, basic constitutional principles, Rashkias the right to develop the
protective mechanism from such decisions.

Constitutional Court of the Russian Federation laghis connection decided:
the decision of the authorized interstate bodyluiliog the ruling of European Court
of Human Rights, cannot be executed by the Rudstaeration, if interpretation of
rule on which this decision is based, violates oomfng legal norms of Constitution
of the Russian Federatiorin this connection FCL on Constitutional Court bt
Russian Federation has been added by chapter XDisposal of legal proceeding
about possibility of execution of decisions of nstate body on protection rights and
liberties of the person), according to which then&itutional Court of the Russian
Federation has acquired the right to resolve thestipn on possibility of execution of
the decision of an interstate body on protectights and liberties of the person from
the point of view of foundations of the constitui# system of the Russian Federation
and the international legal regulation of rightsd diberties of the person and the
citizen established by the Constitution of the Rars§ederatioh

Hence, jurisdictional immunities of the foreign tetaand its property can be
limited based on the reciprocity principle. So, theeign state in lawful cases does not
use in Russian Federation judicial immunity concegrdisputes on right on property,
on harm compensation, efc.

Summing upit is possible to come to a general conclusibat both the taxpayer,
and at tax authority (his official) formally has atupossibilities to protect the rights
and interests in court. On the one hand, havinguch lawful possibilities increases
security from arbitrariness, and with another —agates every possible abusings. The
person even under condition of his full correctnessver can to consider tax (or
other) dispute finished.

! Gaganov A. European Court threatens Russia in 20452 [Electronic resources] //
URL: http://rusrand.ru/events/chem-grozit-rossirapejskij-sud-v-2015-godu

2 On case of constitutionality test of provisionsitetn 1 of Federal law «On ratification
of Convention for the Protection of Human Rights &undamental Freedoms and protocols to
it», points 1 and 2 of item 32 of Federal law «QOmeinational treaties of the Russian
Federation», parts 1 and 4 of item 11, point 4ast g of item 392 of Civil Procedure Codes of
the Russian Federation, parts 1 and 4 of item1Bit goof a part of 3 item 311 Arbitration
Procedure Codes of the Russian Federation, pantel ¥ of item 15, point 4 of part 1 of item
350 of Code of Administrative Court Procedure af fRussian Federation and point 2 of 4 of
item 413 of Criminal and procedure Codes of the siRums Federation in connection with
inquiry of group of deputies of State Duma: ruliafy Constitutional Court of the Russian
Federation from July 14, 202 21 [Electronic resources] // URL: http://www.pragov.ru.

® Federal constitutional law of the Russian Fedenafrom December 14, 2018 7
[Electronic resources] // URL: http://www.pravo.gay.

* On jurisdictional immunities of the foreign stated property of the foreign state in the
Russian Federation: federal law of the Russian fa¢gide from November 3, 2018e 297 //
Rossiiskaya Gazeta. — 2015. — On November 6.
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ESPECIAL PART

Section I. SYSTEM OF DIRECT TAXES

Chapter 8. TAXES ON INCOME

8.1. Conception of taxes on income.
8.2. Individual income tax
8.3. Organization profits tax.

8.1. Conception of taxes on income

Explanatory dictionaries and encyclopedias defineotine differently. For
example, there are the — money or material asseteived from industrial,
commercial or other activity

Main sources of income

1. Natural resourceflands, woods, waters, and other minerals). Tlee pays for
use by natural resources to the proprietor suah fifrthe income as thent

2. Intellectual and physical labourThe income received from labour is
formalized in the form of wages, fee, awards etc.

3. Capital— is basic (fixed) assets. If the capital is motieg loan interestis
capital from such income. If the capital has thepprty form, in this case there will be
an income on the property.

4. Businessthe income from it remains in disposal of theibessperson after
necessary payments. This income is compensatiorintustrial engineering and
transformation of the goods or services in produrcgirocess.

Types of income in jurisprudence are established®$R, BCR, and TCR.

The effective legislation allocates the state anthioipal income, as well as
income of organizations and natural persons.

The state and municipal income —rnsonetary receipts in the state and municipal
budgets.

Income of natural persons are income which were receiving in the form of —
wages, grants, grants or pensions; income fromdfalee goods and production from
individual business; payment for services and woflss; share dividends; interests
on deposit; resources received from sale or lebgereonal property.

Among incomerevenuesof budgetshas the special plac&@here are- money,
incoming to the budg@tSuch revenues are fixed Byidgetary Codeof the Russian
FederationRevenues can be classifies by various criteria.

Types of revenues on a method of getting are:

1) Tax revenuegrevenue from taxgsare taxes, dues, fine and penalties.

! New economical dictionary / Under A.N. Azrilijanéslitorship. — M.: Institut of New
Economics publishers, 2006.

2 Beloshapko Yu.N. Financial law of Russia: the sthook. — Vladivostok: Vladivostok
State University of Economics and Service publish2®15. — Pp. 75-77.
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2) Not-tax revenuegnontax revenuepare revenues by property use etc.

3) Irrevocablemovementsare interbudget transfers, namely — grants, sigssid
subventions and other interbudget transfers; pagerdisinterested aid and donations
of various persons).

First three of the interbudget transfers are uspédaally often.

Grants are the interbudget transfers, given on a gratsitand irrevocable basis
without an establishment of directions and (or)ditons of their use.

For the best understanding of subventions and digsgior a basis as an example,
we take transfers from the federal budget.

Subventionsare the interbudget transfers, given to budgetSufjects of the
Russian Federation from the federal budget forpilmpose of financial provision of
expenditure commitments of Subjects of the Rusdtamderation and (or) the
municipal unions, arising at realization of powers the Russian Federation,
transferred to public authorities of Subjects @& Russian Federation and (or) to local
governments when due hereunder complex of subventm budgets of Subjects of
the Russian Federation forms Federal fund of cosga@ns of the federal budget.

Subsidiesare the interbudget transfers, given to budgetsSwabjects of the
Russian Federation from the federal budget for plepose of cofinancing of
expenditure commitments, powers of public authesitof Subjects of the Russian
Federation arising at performance in subjects oidooting Subjects of the Russian
Federation and subjects of joint competence thesiRag=ederation and Subjects of
the Russian Federation, and expenditure commitmemtsealization of powers of
local governments concerning local value. Compléxsobsidies to budgets of
Subjects of the Russian Federation forms Federat fof the federal budget
cofinancing expenses.

Types of revenues on distribution methods in bsdayet

1) Own revenuegownedrevenue$ are revenues, fixed to corresponding budgets
on a constant basis.

2) Regulating revenuesre complex of taxes and dues, on which standafrds
deductions in budgets are specifies.

Types of revenues on levels of the budgetary systm

1) Federal revenues.

2) Regional revenues.

3) Local revenues.

Revenues are entered into accounts of bodies adr&edreasury for the purpose
of their account and distribution by these bodiesoading to the established
specifications between budgets of all levels. Morespurces are considers arrived in
revenues of the corresponding budget of budgetmte of the Russian Federation
from the moment of their transfer into the unifaaotount of this budget.

In the Budget message from June 29, 2b1ie Russian President has fixed the
basic directions of the tax policy and formationrevenues of budgetary system. In
particular, he has noticed, that in intermediatmtprospect the further expansion and
strengthening of tax base of budgets of budgetgsiem of the Russian Federation is
necessary. The circle of tax bearers should exaétite expense of occurrence of new
active managing subjects. It is necessary to aatel@reparative of initiation of the

! On the budgetary policy in 2011-2013: Budget mgssaf the Russian President to
Federal Assembly of the Russian Federation frone A9 2010 [Electronic resources] // URL:
http://www.pravo.gov.ru.
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tax to the real estate, including formation of esponding cadasters, and to develop
the system, allowing, raising the tax proceedimgnfimarket cost of assessed property
with a free minimum for families with low income.

Dynamics of revenues of the federal bud@&02 —2.1 trillion rubles;2012—
12.6 trillion rubles;2013— 12.8 trillion rubles;2014— 12.5 trillion rubles;2015—
12.54 trillion rubles2016— 15.79 trillion rubles2017— 16.54 trillion rubles.

According to TCR, income —is the any economic gain, an element of legal
(juridical) structure of income taxes, as well ped@al tax regimes (uniform tax on the
imputed income, simplified system of the taxatioim),which income is object of
taxation.

The specific form of income is th@ofit. In the financial and economic theory,
the profit is understood as an overall index oéficial results of economic activities,
as a surplus of the receipt of the goods over esgwerior their production and
realizatior.

In a tax law (TCR)profit — is an element of legal (juridical) structure the
organization profits tax, as well as special tagimes (uniform agricultural tax,
system of taxation in the context of the perforneanaf production sharing
agreements, simplified system of the taxation)wirich instead of simply income
profit is object of taxation.

Us in the chapter interest only taxes on incomedsp tax regimes — are not
taxes, and specific systems of the taxation andemurently they are viewed in the
some chapter).

In universal practice, taxes on income not infreqlyeunite by the uniform
term —income tax In other words, so it is possible to call the day, object of
taxation in which is income. For the first time Buax has been put into operation: in
the Great Britain — in 1842, in Japan — in 1887Garmany — in 1891, in the USA —in
1913, in France — in 1916, in Russian Empire —8h21 In USSR the income tax has
been put into operation only relating to naturaspas by the decree from 11/16/1922
under the overall appellation «income-property taxith transformation to 1924 to
income taX. In Post-Soviet Russia it was regulated by LawhefRussian Federation
from 12/7/1991 «On income tax from natural persons»

With 1/1/2001 such tax is regulated by chapter RB@R and is called (with the
purpose of its differentiation to profit tax) agthdividual income tax

The individual income tax — is the third on volumiereceipts in the budget the
tax after profit taxes and value-added tax. Fometa, in safe from crises 2005
natural persons have paid in treasury such tagutreof more than 574 mird dollars

8.2. Individual income tax

Scientists are constantly applied to the individimtome tax analysis in
correlation with the state tax polfcywe will adhere to own positions. Definition of

! New economical dictionary / Under A.N. Azrilijanéslitorship. — M.: Institut of New
Economics publishers, 2006.

2 Big encyclopedic dictionary. — M.: Big Russian geiopedia publishers, 1998. — P. 926.

% Akimov |. Where you live — there and you pay /kBiskaya Gazeta. — 2006. — On April 5.

* Soloveva N.A. The taxation of incomes of naturarsons: tax policy reference
directions // The Financial Law (journal). —2012Ne-8.
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the tax is not given by the legislation, and therefwe deduce it from the content of
chapter 23 of TCR.
Individual income tax (lIT) (personal income tax— is the direct federal tax
collected in connection with receiving by naturatgons of various types of income.
The tax can be classified by different criteriae: to tax rates, subjects, objects
etc. For example, on object there are the tax omtitsn and tax on services etc.

Peculiarities of lIT

1. It is collected from the real received incomenkk, it is impossible advance
recovery of the tax.

2. Formally the tax has general character as iulshbe collected from each
natural persons which have received income.

Actually the tax has no generality for followingas®ns:

*TCR has fixed great number of privileges and prfigial categories of payers.

*Insufficiently effective tax control allows to comal incomes and to reduce tax
base or quite to avoid the taxation.

Therefore along with the individual income tax addlected other direct taxes
(individual property tax, land-tax, transport tatc.p which payers including are
natural persons.

TAXPAYERS

Payers of IIT are natural persons — tax residefithe Russian Federation and
non-residents.

Tax residents- are the natural persons which are actually bémndRussian
Federation not less of 183 calendar days withimbaths successively following.

The period of location of natural persons in Rus$taderation does not interrupt
for the periods of his departure outwards RussieateFation for short-term treatment
or training (less than six months). Irrespectivaaiual time of location in the Russian
Federation, the tax residents are recognized Russiltary men serving abroad and
also employees of the public authorities and logaternments, sent for work
outwards Russian Federation.

The age of natural persons does not influencethiassof the taxpayer as the tax
is collected from natural person’s incomes, butfrmt the natural persons. Therefore
his legal representative musts declare incomesdmuatharge tax duty for the child, if
the juvenile child has conforming income (for exdepfrom participation in
advertising).

Specift legal status has taxpayers — some categorieseigio citizens.

If the legislation of the conforming foreign statethe international treaty of the
Russian Federation establish a similar proceduwreod liable to the taxation income:

*Heads, as well as the staff of representativeceffiof the foreign state having
the diplomatic and consular rank, members of tfaiilies living together with them
if they are not citizens of the Russian Federatextept for income from sources in
the Russian Federations which have been not caetheath diplomatic and consular
service of these natural persons;

*Administrative and technical staff of representatioffices of the foreign state
and members of their families living together wilttem if they are not citizens of the
Russian Federation or do not constantly live in Ressian Federation, except for
income from sources in the Russian Federationshwiigwe been not connected with
work of the natural persons in these representaffiees;
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*Service staff of representative offices of theefign state which are not citizens
of the Russian Federation or constantly do notilivilhe Russian Federation, received
by them on the service in representative officthefforeign state;

*International civil servants — according to chestef these organizations.

There are features of calculation of the sum of tire and filing of the tax
declaration by some categories of foreign citizeaalizing labour activity for hiring
in Russian Federation based on ffagentgiven according to FL «On legal status of
foreign citizens in the Russian Federation» (it&%.2 of TCR).

In this case for such foreign citizens on IIT astablished thdixed advance
paymentsvhich are paid for the period of action of the patat a rate of 1 200 rubles
a month. The scale of the fixed advance paymesitéelito indexations on the deflator
coefficient established for conforming calendarryaa well as on the factor reflecting
regional peculiarities of a labour market, fixed tmnforming calendar year by the
law of the Subject of the Russian Federation. Tikedfadvance payment under the
tax is paid by the taxpayer at the place of retitimaof activity before the day of the
beginning of the time limit on which it is givenr@ponged) and is renewed the patent.
At that in the payment document by the taxpayerumglerlined the payment
appellation « Individual income tax in the formtbé fixed advance payment».

OBJECT OF TAXATION

To object an IIT are related to all income of tlagpayer received by him in
calendar year from sources in Russian Federatidricxaign.

Income from sources in Russian Federatiehare the income received by the
person as a result of his activity in territoryRuissia.Foreign sources income are
the income received by the person from his actwitiside of Russia.

By IIT are imposed the income received in the prigpand incomes for which
the person has acquired a right of disposition.

Forms of incomes

1) Kind: property, works, services.

Cases of receiving of the income in kind:

*Payment in kind (under clauses of contract or byue of shortages of cash
liquidity);

*Fulfilment in interests of the payer of works a@rgices, receiving of the goods
by it — and all on a gratuitous basis;

*Payment in interests of the payer by organizatiensdividual businesspersons
of the goods, works, services.

2) Material gain

Material gain types:

*Gifts;

*Economy on interests on the borrowed funds reckifrem organizations or
individual businesspersons;

*Behalf from civil-law transactions between theerdependent persons, one of
which —is the IIT payer;

*Behalf from acquisition of securities.

3) Money in any currency

At that the foreign currency is recalculated inlesbon Bank of Russia rate for
income taking date.

Income taking date considers:

*Pay day of money;
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*Day of transfer of the income in kind;

*Material gain receipt day;

*Final day of month for which has been added thkergaunder the labour
contract.

TAX BASE

Tax base of IIT — is money term of object of tagattaking into account lawful
privileges.

In this connection Constitutional Court of the RassFederation has explained,
that the legislator should be — guided by the étutigtnal principles of equality and
justice; not to suppose disparity of the taxatiod & observe, first of all, at entering
into the tax legislation of alterations; to obsethie principle of maintenance of trust
of citizens to a law and actions of the state, e keep reasonable stability of
international legal regulation and inadmissibild entering of any alterations in in
force system of legal norms; to ensure an estabfistf such transition period, which
would allow to exclude inconsistent interpretatioh new tax regulation by law
enforcement bodiés

METHOD OF THE TAXATION AND TAX RATES

In world practice are used two basic methods ofositipn by IIT — progressive
and regressive.

Regressive methadduces the tax rate at income growth.

At progressive methotthe tax rate increases with income growth. Suctinateis
doomed to use the countries with ailing economycWthihey try to strengthen at the
expense the population.

Russiato 1999 by virtue of ailing economy used the method of ptem
progression as the type of a progressive methodisatof the method of complex
progression, the rate scale increases with grofwtheoincomegut the penalty rate is
used not to all income, but only to the sum exaagpdievel fixed by the lawSince
1999in Russia began to be observed economics growtthah the federal budget of
1999 became surplus. There were grounds for refiighe progressive method of the
taxation, because it interfered with developmenbo$iness and steady growth of
economics. However Russia was refused from regeessid progressive methods.

Since 1/1/2001 the rate of IIT depends on a typeaoime (item 224 of TCR).

1) Rate = 35%- are used concerning following incomes:

*Cost of any winnings and prizes from actions witie purpose of advertising of
the goods, works, services (competitions, gamey etc

*Interest returns under deposits in banks regardixgess of the rate of
refinancing of CBR under rouble deposits and 9 %ooeign currency deposits;

*Economies sums on interests at receiving of efdradit) resource regarding
excess of lawful scales.

2) Rate = 30%- are used concerning all income received by ahtpersons
which are not tax residents of the Russian Feaeratkcept for the incomes received

*In the form of dividends from individual share iactivity of the Russian
organizations concerning which the tax rate iskdistaed at the rate of 15 percent;

! Ruling of Constitutional Court of the Russian Fredien from December 25, 2012
Ne 33 [Electronic resources] // URL: http://www.pragov.ru.
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*From realization of the labour activity specifigd item 227.1 of TCR,
concerning which the tax rate is established atateeof 13 percent;

*From realization of labour activity as the higrgkilled specialist according to
FL «On a legal status of foreign citizens in thes§tan Federation», concerning which
the tax rate is established at the rate of 13 pérce

*In other lawful cases.

3) Rate = 9% -are used:

*Concerning income in the form of interests undemndis with a mortgage
collateral emitted to 1/1/2007;

*Under income of founders of fiduciary managemeptabmortgage collateral
received based on of acquisition of mortgage ppeton certificates, given by
administrator mortgage collateral to 1/1/2007.

4) Rate = 13%- are used to other types of income, concerningdends;
including on income of natural persons from rediwaof labour activity by foreign
citizens or stateless persons, recognized refuggeamts or received a provisional
asylum in territory of the Russian Federation agtwy to FL «On refugee migrants».

In this case, the social justice rule is obsertbd:above the income, the above
the tax sum at the invariable tax rate. But fordyekevels of population (them in
Russia millions persons) 13 % are too burdensome.

Especially in the conditions of constant and cahtting to the economic laws
rise in prices for the foodstuffs (as well as oa goods, works, services), tariffs for
payment of housing-and-municipal services, and leegand successful attempts of
the state and various natural monopolies to puat practice reforms at the expense
population resources.

Deputies of State Duma repeatedly but unsucceggfidd to return an ascending
scale of IIT. In this connection is absolutely inadmissibledieg of authors of an
ascending scale to practice of the western counffieese countries (USA and other)
have shown a full financial and economic inconsisye have huge national debts.

Therefore, it appears, it is necessary minimum wage to subtract from tax
base — and in such way to support the needy. Yjeodhtax revenues it is expedient
to compensate at the expense initiations of pematgs of the tax on the magnificent
real estate.

TAX PERIOD - is calendar year.
CALCULATION AND PAYMENT PROCEDURE

For applicable calculation of the tax it is necegs$a observeules of fixing of tax
base(the item of item 210-212 of TCR):

1. If the person has received income on which atabéished different rates (for
example — has received a salary + has won in eryott has received dividends), the
tax base is fixed separately on each type of income

2. If the income is received in kind, the tax baséixed as cost of the income,
including VAT and excise taxes.

3. If the income is received in the form of matkgain, the tax base is fixed as a
margin between the behalf prices — purchased dilgsg.e. market).

! Zykova T. In State Duma have introduced the lathwhie new version of an ascending
scale of the taxation // Rossiiskaya Gazeta. — 2613n March 18.
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Other peculiarities of fixing of tax base in detaile imposed in chapter 23 of
TCR.

After fixing of tax base the tax is estimated unther formula: basenultiply on
the rate separately on different types of inconth wie subsequent summation.

The persons obliged to estimate and pay the tax:

1) Employers (organizations or individual businesspns) — are tax agents in
relation to the workers. Workers at that are ndigell to give a tax declaration.

2) Individual businesspersons, private notarie$vapg advocates and private
detectives — under the income, with giving of tive declaration.

3) Natural persons receiving income not from tarenag (for example, under
civil-law contracts) — give to tax declarations.

4) Natural persons — tax residents of the Russigefation receiving foreign
sources income — give to tax declarations.

5) Natural persons — under other income at whiceiveng tax agents have not
kept the tax — give to tax declarations.

6) Natural persons receiving winnings from orgarszef lotteries and games
based on risk — give to tax declarations.

The form of the tax declaration, procedure of rii of the form of the tax
declaration is confirmed by decrees of Minfin ofsRia. The accounting of income of
natural persons is realized based on decrees obFR8ssia.

The foreign citizenswho are realizing labour activity for hire at nalupersons
based on of the patent, given according to FL «@yal status of foreign citizens in
the Russian Federation», estimate and pay the ¢exencome, received from
realization of such activity, by TCR. Tax paymesfput into practice in the form of
the fixed advance payments.

The scale of the fixed advance payments liablenttexations on a deflator
coefficient, which annually is established eachtnealendar year and considers
alteration of consumer prices of the goods (wasksyices) in the Russian Federation
for last calendar year, as well as liable to indexa on on deflator coefficients which
were used earlier. Deflator coefficient is fixedddrable to official publication in the
procedure established by Government of the Rug®deration.

The fixed advance payment is paid by the taxpayehe place of a residence
(sojourn place) taxpayer before the day beginnimigthe time limit on which the
patent is granted, or day of a beginning of theetiimit on which patent period of
validity lasts.

The tax total sum, liabling to payment in the confimg budget, is estimated by
the taxpayer taking into account of the fixed adeapayments paid during the tax
period. In a case if the sum of the payments exxéled sum of the tax estimated
following the results of the tax period precedingnfi income actually received by the
taxpayer, — the sum of such excess is not the duomauly paid tax and does not
liable to refund or offset to the taxpayer.

The taxpayer is exempted from profert in tax adtlesr of the tax declaration
under the tax, except for cases, if the:

1) Tax total sum, liabling to payment in the confiorg budget, estimated in the
taxpayer legally, exceeds the sum of the paid figddance payments for the tax
period;

2) Taxpayer leaves outwards Russian Federatiorrdoéie termination of the tax
period and the tax total sum liabling to paymenthim conforming budget, exceeds the
sum of the paid fixed advance payments;
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3) Patent is cancelled according to FL «On a lstatls of foreign citizens in the
Russian Federation».
On IIT are established numerous privileges.

TAX PRIVILEGES

The analysis of the content of conforming itemsT@R allows emphasizing on
income taxwith object privileges in the form of exceptions édeductions.

1) Exceptions -are incomes, not taxable or exempted from theitaxétem 217 of
TCR). Exceptions are classified on 32 groups wihtltontains in item 217 of TCR.

Examples: qifts received under transactions betwaeembers of a family and-or
near relations, as well as received by veterarSescbnd World War and the persons
equal to themKL-71 from 6/30/2005, FL-78 from 7/1/2005tudent's grants; state
pensions; alimony; winnings under bonds of theedt@dns of the Russian Federation,
etc. Item 217 of TCR even became a consideratiatemia Constitutional Court of
the Russian Federatibn

2) Deductions —are the quantities of money deducted from tax e its
reducing. At issue consideration about realizakigrihe taxpayer of the right on a tax
deduction law enforcement bodies are obliged tab#ish, investigate and estimate all
complex of facts important for the correct settlammaf cause.

Types of deductions:

Standard deductions — depend on object of taxgitem 218 of TCR). For
example, there are— 3000 rbl. monthly deductednfrohernobylets incomes
(chernobylets is Chernobyl cleanup veteran); fraooimes of gentlemen of an award
of Glory of three degrees, heroes of the USSR arssig@n Federation — 50 rubles etc.

Social deductions — are the sums of expenses @rpan the lawful purposes
(item 219 of TCR). To an example, from tax basdeiducted the sum of expenses for
training in educational institutions. Social dedowes are conditional by special
procedure of averment. So, as proofs of expensésaming of the child, suffered by
the taxpayer — parent, can be considered receipbetraining payment, formalized
addressed to trained, in aggregate with other pr{fof example, the contract of the
parent with educational institution and the indtiarcto the child about entering of the
money resources transmitted to him into paymerbst of training). For receiving of
the social deduction in the form of cost of medisalvices, expensive types of
treatment, medical products it is possible to uswy special documents: the
registration form of prescription blank; the infation form about payment of
medical services for presentation profert in tatharities of the Russian Federation.
On one prescription blank it is possible to writet mo more than two medical
products. The recipe leaves the attending physici@luplicate: one — for a drugstore
at receiving of medicines; the second — for taauty at filing of the tax declaration
at the place of a residence of the taxpayer, wittamp of the attending physician «for
tax authorities of the Russian Federation, TIN loé taxpayer», assured by the
signature and the personal press of entity of puidialth services. Such procedure of
an averment essentially inhibits use of a socialuddon by payers in practice.

! On case of constitutionality test of items 32,23dnd 217 of Tax Code of the Russian
Federation, points 1 and 3 of Statute on Pensiad faf the Russian Federation (Russia) and
subparagraph 5.1.1 of Statute on Federal Tax Seimiconnection with inquiry of Leningrad
District Martial Court: ruling of Constitutional @et of the Russian Federation from April 12,
2016Ne 11 [Electronic resources] // URL: http://www.pragov.ru.

139



Difficulties of organizational character are suppdsted by absence of the fixed
forms or their shortage.

Property deductions are the quantities of monegdeéing on a type of income or
expenses (item 220 of TCR). The deductions arefagied to numerous disputes on
their use that it is possible to illustrate by epéas of the settlement of the disputes in
Constitutional Court of the Russian Federation. thiat, as has explained
Constitutional Court of the Russian Federdtidine property tax deduction is given on
real estate unit, from what follows, that in cafesale of the object (for example,
apartments), being in the general share propeérshduld be distributed between co-
owners to proportionally their participatory shares

Possibility of payment of a deduction compreherigive each of co-owners of
the sold real estate is not provided by the law.bAying of real estate unit for
receiving of the property tax deduction the taxpaghould spend own money
resources, and he should buy real estate unit enptioperty. But at that, if, for
example, the parent buys at the expense own resapartment in the general share
property with minor children such parent has thghtrito receive the deduction
according to actually realized expenses withing#eeral scale of the legal deduction.

At the same time, solving problems on stimulatibritizens to improvement of the
living conditions, the federal legislator has pdmd not conflicting to Constitution of the
Russian Federation cases when the right on a pydp&rdeduction is not used. To their
number are related cases when improvement of liemgditions of the taxpayer is
realized at the expense resources of employether persons, the resources of the parent
(family) capital directed on maintenance of redicraof additional measures of the state
support of families, having children, at the exjgetie payments given from resources of
the federal budget, budgets of Subjects of the i&udsederation and local budgets, as
well as cases when the transaction of purchaseaadf a dwelling house, apartments,
rooms or share (parts) in them is realized betwisen natural persons which are
interdependent according to item 20 of FCR

Professional deductions — are the monetary sungriiipg on a type of expenses,
as well as from a trade of the payer or charadtbérsoactivity (item 221 of TCR). So,
if the person has agreed the civil-law contracerecution of work, — expenses of the
person are deducted from tax base and not taxed.

3) Elimination of the double taxation (item 232T6ER) — is related to a specific
type of deductions. Thiaxation should not be disproportionateso that realization
by citizens of constitutional laws has not appeapadalyzed Disparity of the
taxation can be shown, in particular, in an essainig of the double taxatitin

Actually paid by the natural person — tax residehtthe Russian Federation
outside of the Russian Federation according tolggeslation of other states of the
sum of the tax from the incomes received in theifpr state, are not set off at tax
payment in Russian Federation if other is not mtesiby the conforming international
treaty of the Russian Federation concerning thatitax.

! Ruling of Constitutional Court of the Russian Fedien from March 13, 2008k 5
[Electronic resources] // URL: http://www.pravo.gay.
2 Determination of Constitutional Court of the RassFederation from June 17, 2080
904 gEIectronic resources] // URL: http://www.pragov.ru.
Ruling of Constitutional Court of the Russian Fedien from April 4, 1996Ne 9
[Electronic resources] // URL: http://www.pravo.gay.
* Ruling of Constitutional Court of the Russian Fedien from November 11, 199% 16
[Electronic resources] // URL: http://www.pravo.gay.
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In a case if the international treaty of the Russkederation concerning the
taxation provides foreign tax credit in the Rusdiaaeration the sums of the tax paid
by the natural person — tax resident of the Rudseteration in the foreign state from
incomes received by him, — such credit is realizgdax authority in the procedure
established by TCR.

Tax privileges are not automatically used by taxharities, i.e. their use has
declarative character. The payer, wishing to usepttivilege, obliged to give in tax
authority at the place of the registration the maplon for use of the concrete
privilege with the appendix of documentary proofdaving of the right on privilege
(notarially ascertained copy of the: contract ofrgmase and sale of apartment,
chernobylets’s certificate etc.). The tax authouitgder such application realizes the
cameral tax inspection which act directs to thelieppt. At disagreement with result
of the inspection, the payer has the right to camplif the payer has paid in the
beginning all sum of the tax, and then he has grawen right on the privilege, he has
the right to require returning of unduly paid sum its credit of on account
forthcoming payments.

Under the individual income tax, the state pursueslicy of their regulating, but
not by reduction of privileges, and by processliofi@ation some categories of payers
from the list of possessors of privileges. For epkenfrom the preferential category
are excluded — employees of IAA and customs bodiedges; workers of public
prosecutor's office and other persons — based &rCbae of the Russian Federation
and federal laws on the federal budget for theafigear.

8.3. Organization profits tax

The tax established by TERind interacts with other legislatforiThe law does not
propose to the tax definition, and therefore wergeit by the content of TCR legal norms.

Organization profits tax (OPT)is the direct federal tax collected in connectigith
profit received by organizations.

ELEMENTS
TAXPAYERS

Taxpayers are organizations, hamely:

*Russian organizations.

*Foreign organizations operating in Russia by perama missions and-or
receiving income from sources in the Russian Feidera

! Tax Code of the Russian Federation. Part secoomh fAugust 5, 200QNe 117.
Chapter 25 — is put into operation with 1/1/2002Heyleral law of the Russian Federation from
8/6/2001 Ne 110: now it operates in the new edition [Electcomesources] // URL:
http://www.pravo.gov.ru.

2 On the approval of the inventory, in expenses mlpction and-or which realization for
tax base fixing at profit tax calculation cannotibeluded resources, spent for maintenance of
social protection of invalids and-or activity of lic organizations of invalids: decree of
Government of the Russian Federation from Deceni#®r 2001 Ne 920 // Rossiiskaya
Gazeta. — 2002. — On January 9. The inventory dedwachts, securities and other property;

On the list of foreign and international organiaat, which grants are not considered for
tax reasons in incomes of the Russian organizatiemexeivers of grants»: decree of
Government of the Russian Federation from Deceni#kr 2002 Ne 923 // Rossiiskaya
Gazeta. — 2002. — On December 31.
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In the tax legislation it is returned (the truth,the limited format) the category
«consolidated group of taxpayess- i.e. voluntary association of taxpayers based o
TCR and contract, with the purpose of calculatiord arganization profits tax
payment taking into account cumulative financiaute of economic activities of the
taxpayers. The participant of group is declareddtganization which is the party of
the contract, and the liable partner — the legaedgeto whom are assigned duties on
calculation and tax payment taking into account wative financial result of all
members of group. The group is formed by orgaroeatif one of them it is direct and
(or) indirectly participates in others organizaton

By TCR also is put into operation the terntentrolled indebtedness i.e.
outstanding indebtedness of the taxpayer — Russiganization under following
bonds of obligation of this taxpayer (except fovflal cases):

1) Under the bond of obligation before the foreigerson who is the
interdependent person of the taxpayer — Russiaanizgtion, such foreign person
expressly or by implication participates in thegayer — Russian organization;

2) Under the bond of obligation in the face of, tleelared interdependent person
of the foreign person;

3) Under the bond of obligation on which as theeifign person and (or) his
interdependent person are the guarantor (warraatapjherwise undertake to ensure
discharge of this bond of obligation of the taxpay&ussian organization.

OBJECT OF TAXATION is profit of the taxpayer.

Profit — is the income minus expenses (i.e. it is incomeekiced by value of
expenses).

Income— is proceeds by realization of the goods, wasksyices, as well as non-
sale actions.

Expenses- are the any justified and documentary corrolearaxpenses or losses
of taxpayers.

Justified expenses are expenses economically justifiable and eséichan the
monetary form. That is, expenses should be realizitd the purpose of income
receiving.

Documentary corroboratecexpenses — are expenses corroborated by lawful
documents.

In this connectiorConstitutional Court of the Russian Federation hasewed
the following dispute. Private noncommercial educational institution
«Management Institute» believed, that in the effectlegislation — are no
definitions «economically justifiable expenses» aquktified costs (expenses)»; is
impossible in the unequivocal image to fix a cirofeadmissible proofs, i.e. data
on the facts, based on which probably to fix havorgabsence of conforming
circumstances, namely economic validity of the eyges realized by the taxpayer,
with the purpose of fixing of object of taxatioraxtbase) under the organization
profits tax. Hence, tax authorities and arbitratimourts can — arbitrarily not to
recognize expenses with the purpose of, fixing bfeot of taxation under the
organization profits tax as expenses actually zedliby taxpayers; to consider
them it is economically not justified, documentanpt corroborated and not
connected with the activity directed on receivifigncome.
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Legal proposition of Constitutional Court of thedRian Federation

The legislator was defensible disallowed from théagistive list of concrete
expenses of the taxpayer which can be consideredl@ilation of tax base, meaning
variety of the content and forms of economic at&siand types of possible expenses
(that at their detailed and all-inclusive normatfizéng would lead to restriction of
rights of the taxpayer) also has given to taxpapessibility independently to fix in
each concrete case (proceeding from actual cir@moes and peculiarities of their
financial and economic activities), the expenses malated to expenses for tax
reasons, or are not present.

Having in the law of the general estimated defom$ in itself does not testify
about their uncertainty.The general criteria oerehce to the expenses designated in
item 252 and other items of chapter 25 of TCR, khdne used in system of force
international legal regulation taking into accouhe purposes and the general
principles of the taxation, as well as positiongConstitutional Court of the Russian
Federation. Chapter 25 of TCR regulates the taatioprofit of organizations and
establishes with this view fixed attributability @dficomes and expenses and their
communication with organization activity on derigiof profit.

Validity of the expenses considered at calculatibtax base, should be estimated
taking into account circumstances, testifying tteiions of the taxpayer to receive
economic benefit as a result of real entreprenkeariather economic activities. At
that it is a question of the intentions and purpdgeientation) of this activity, instead
of about its result.

At the same time validity of receiving of tax irget cannot be subordinated in
dependence on effectiveness of use of the cafiite. tax legislation does not use
term of economic feasibility and does not regulatprocedure and stipulations of
conducting of financial and economic activitiesttlawhy validity of the expenses
reducing for tax reasons received income, cann@shenated from the point of view
of their expediency, rationality, effectiveness received result. By virtue of the
principle of a freedom of economic activities (parof items 8 of Constitution of the
Russian Federation) the taxpayer independentlyzesait on own risk and has the
right independently and individually to estimateéffectiveness and expediency.

On a wave of innovative tendencies, with the puepad stimulation of
modernization of economics to the expenses lialiindeduction from incoméave
been categorized expenses on scientific researahds(or) experimental-design
workings. From income also are deducted the — esggenonnected with buying use
of the computer programs and databases under ctmtveith the legal owner;
expenses connected with initiation of «know-hows weell as industrial engineering
and administration methods (item 264 of TCR); esgsnon formation of reserves of
forthcoming expenses on scientific researches andekperimental-design workings
(item 267.2 of TCR) and so on.

TAX BASE 4s money term of profit.

Peculiarities of fixing of tax base depend on aetgb activity and are in detail
regulated by chapter 25 of TCR.

TAX RATES depend on object of taxation and a type of taxmayjiégem 284 of
TCR).

Thegeneral rate= 20 %; at that by TCR are established &bseer rates. Besides,
laws of Subjects of the Russian Federatiam rates can be lowered for some
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categories of payers. Specific rates are establibe some types of income (for
example, dividends and interests).

TAX PERIOD- is calendar year.

There are simultaneously fixed periods of accobgteshich on a general rule are
declared the first quarter, half-year and nine menif calendar year. If taxpayers
monthly estimate advance payments for them by gerid accounts are declared the
month, two months etc. before the termination ¢érdar year.

CALCULATIONandPAYMENT PROCEDURE

Following the results of each accounting and takopetaxpayers estimate the
advance payment sum of the procedure provideceby 286 of TCR. If at that the sum is
negative or equal to zero, advance payments iroooirig quarter are not paid. Taxpayers
have the right to devolve on calculation of montativance payments proceeding from
actually received profit, having notified abouttttex authority in a lawful period.

Peculiarities of calculation and tax payment arevigled by items 286-287 of
TCR. In any case taxpayers must after each acemuatid tax period to introduce the
tax declarations in tax authorities at the placehef location and to the location of
each separate subdivision. Features of declarmgecified in item 289 of TCR.

TAX PRIVILEGES

Privileges under the profit tax terminologicallyeanot emphasized, but actually
are available in the form of subject, object (iexceptions and deductions) and
specific (items 251-269, 284 of TCR).

Vehiclesof subject privilegess the controlled foreign company (item 25.13-1 of
TCR) which profit is exempted from the taxationcdncerning such organization is
carried out at least one of lawful stipulations:itl)s nhoncommercial organization
which according to the personal law does not distd the received profit between
shareholders or other persons; 2) it is formed raiog to the legislation of member-
state of Eurasian Economic Union and has a confsteation in this state etc.

To object exceptionare related to the income which are not considatdtking
of tax base (there are — property in the form efgledge or deposit guaranteeing the
obligations; deductions of advocates for the gdneeads of advocatory chambers
etc.). To object deductiong is possible to relate the expenses deducted froofit
and, hence, reducing tax base (there are — expemsea payment, insurance
contributions, court costs etc.).

Specific privileges arg¢he — elimination of the double taxation; refurfiduoduly
withheld tax; zero tax rates etc. For exampletdkeate-0 % is used by the organizations
which are realizing educational and (or) medicaivig. At that the activity connected
with sanatorium treatment, is not related to meaicavity (item 284.1 of TCR).

According to data of Audit Chamber of the Russiauétation, the budgetary
indebtedness under the profit tax has increased fandJanuary 1, 2011 (free
compulsion from the western economic measures #0i4 etc.) has made more than
268 billion rubles. From them of 46.7 % — are inéelness with low probability of
recovery. The reason is absence of effective inmnis of the control of charge and
tax payment. It in turn, provokes unconscientioagpayers to tax violations,
including by short-lived companies and by trangigcing'.

! Leonteva T. By the budget // Rossiiskaya Gaze2011. — On March 30.
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Chapter 9. TAXES ON PROPERTY

9.1. Conception of taxes on property.
9.2. Individual property tax.
9.3. Corporate property tax.

9.1. Conception of taxes on property

According to Constitution of the Russian Federationthe Russian Federation
are — recognized and protected similarly privatates municipal and other forms
of ownership (item 8); everyone has the right teefruse of the abilities and
property for entrepreneurial and other economicviids not forbidden by the law
(item 34); the private property right is protectedthe law; everyone has the right
to have material resources in the property, to owse and give orders it as
individually, and together with other persons; ndpaan be deprived the property
differently as under the court decision; forceceadition of property for the state
needs can be realized only under condition of priglary and equivalent
compensation (item 35).

As has underlined Constitutional Court of the RassFederatioh, in the
market state the property as a material basis andanic form of a freedom of
the society and person, not only is a necessapulation of free realization of
entrepreneurial and other economic activities mobitiden by the law, but also
guarantees realization of other rights and libertié the person and citizen, as
well as discharge of duties caused by it, and theate property right as an
element of the constitutional status of the perwes the sense, content and use
of laws, activity of legislative and executive aoitities, local self-government also
is ensured by justice.

At that state interference in property relationacluding connected with
realization of economic activities not forbidden the law, should not be any and
break balance between requirements of interestsa ofociety and necessary
stipulations of protection of basic rights, — tlessumes reasonable proportionality
between used resources and the purpose, so thatemsged the balance of
constitutional protected values and the person matsexposed to an excessive
encumbrance. Anyway legal regulation in this sph&meuld not encroach on the
essence of law or freedoms and lead to loss af thal content.

At the same time, the private property right is radisolute (item 55 of
Constitutions of the Russian Federation). Propagit restrictions can be put into
operation by the federal law, if they are necesgarprotection of other constitutional
significant values, including rights and legitimateerests of other persons, also meet
the requirements of the justice, rationality andoportionality. At that the
constitutional guarantees of protection of a pevatoperty apply both on sphere of
civil-law relations, and on relations of the stated the person in public-law sphere.
Proceeding from such constitutional guarantees,ptioperty belonging to business

! On case of constitutionality test of point 5 @it 20 of Federal law «On state regulation
of manufacture and circulation of ethyl spirit, @iolic and spirit-based production and on
restriction of drinking of alcoholic products» imrmection with the complaint of Limited
responsibility society «SGIV»: ruling of Constitoial Court of the Russian Federation from
March 30, 2016\e 9 [Electronic resources] // URL: http://www.pragov.ru.
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entities on the property right, can be freely ubgdhem for realization of business,
including by celebration of various transactiongiefl-law character (including lease
contracts on which the property is given for a pagtrin temporary seizin and use or
in temporary use as it is provided by item 606 GRJ.

At that CCR establishes (item 243) that in the sgm®vided by the law the
property can be uncompensated is withdrawn fronptberietor under the decision of
court in the form of the sanction for fulfilment tife crime or other violation. On the
same understanding of confiscation of property tfes specific measure of public
responsibility for deed which, on a general rulés irealized by the proprietor of this
property) focus rules of the criminal law and legafrms of criminal and procedure
legislation (item of 104 CCRF; item 81 of CCPR).

The definition property in its constitutional-laversse covers both real rights
and rights of claim. At that the principle of eqialfixed in item 19 of
Constitutions of the Russian Federation, does ntérfere with a distinction
establishing in legal regulation of property rabas, if these distinctions are
objectively defensible, justified and correspondti@ constitutional significant
purposes. From here — are distinctions in legallegn of relations concerning
things (i.e. material objects) and the relationsrmmrted with a circulation of
cashless money resources (i.e. non-material objeetshat does not exclude
necessity of protection of any property rightswaedl as right of claim in the form
of the non-cash money resources which are on thiergaaccount, for maintenance
ensuring of balance of rights and legitimate irdeseof all participants of a civil
turnover — i.e. proprietors, creditors, debtors

At the same time there are cases when the propartybe withdrawn from
possessors without the decision of court and cosgiems.It is question situations
when the property is object of taxatioBround for such withdrawal is item 57 of
Constitution of the Russian Federation according/iach each must to pay lawfully
established taxes and dues.

Taxes on property are complex of taxes of tax system of the RasS&deration
collected in connection with having of materialgeces. According to point 2 of
items 38 of TCR, under property are understoodsygfeobjects civil rights (except
for property rights), related to property accordilmgCCR. Objects civil rights are
listed in item 128 of CCR.

Hence, property (material resources— is the general object of taxation
understood as item 38 of TCR and item 128 CCR, hamthings, money, securities,
other property (natural resources, etc.).

On the character, tax property relations are pubhd based on imperious
submission of one party to other party. Therefdreytare regulated by the civil
legislation if it is directly provided by the fedérlaw, and in case of antinomies
between the tax and civil law operates the tax But. at that relations in connection
with seizin by material resources are propertyti@ig. Organizations and natural
persons can own property.

For correct understanding of specificity of theation of property Constitutional
Court of the Russian Federation has put into operahe category «property legal

! Ruling of Constitutional Court of the Russian Fedien from December 10, 20 31
[Electronic resources] // URL.: http://www.pravo.gay.
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title»’. The matter is thabdrganizations(legal persons) have legally solitary property
and consequently on it as a rule can be appliedniasted recovery.

Natural personsuse their property not only for business, but asopersonal
property necessary for realization of the inalidealghts and liberties guaranteed by
Constitution of Russia. That is, the natural pelsoproperty legally is not
differentiated. Therefore as a rule uncontestedvery on all property of natural
persons is not supposed by the law. Thus, orgammsatnd natural persons have a
various legal status and property — a differenegal title, i.e. degree of legal
differentiation of property

Therefore TCR separately regulated the individuadbpprty tax, corporate
property tax and others. The different legal tifeproperty does not allow regulating
its taxation by uniform law or one chapter of TGRith the purpose of the applicable
control, is formed the state cadastre of the retdte that will allow to optimize the
property taxation.

Besides, taxpayers the — federal civil servantizeris applying for replacement
of the state official capacities of the Russiandfation (on replacement of official
capacities of federal state service); persons caéahe state official capacities of the
Russian Federation; citizens applying for replaggmef supervising official
capacities in state-owned corporations, funds attieroorganizations; persons
replacing supervising official capacities in statered corporations, funds and other
organizations — are obliged to give the data ompgny and obligations of property
charactef.

The state cadastral appraisal of the real estateyedl as its state cadastral
registration is realized based on the special ltifs’®. On features of a legal title of
property, testifies also obligation of the statgis&ration in the Uniform state register
of rights for real estate and transactions wittm iaccordance with item 131 of CCR
the — property right and other real rights on ridsahgs, restrictions of these rights,
their occurrence, devolution and termination. Ssielte registration is a juridical act
of a recognition and acknowledgement by the stdteoarurrence, restriction
(encumbrance), devolution or stop of rights foll esdate according to CCR — and the
unique proof of existence of a recorded entitlementreal estate which can be
challenged only in a judicial procedure (item 2Fbf «On state registration of rights
for real estate and transactions»).

! Ruling of Constitutional Court of the Russian Fedien from December 17, 1996 31
[Electronic resources] // URL: http://www.pravo.gay,

Ruling of Constitutional Court of the Russian Fedien from December 13, 200% 16
[Electronic resources] // URL: http://www.pravo.gay,

Determination of Constitutional Court of the Russkederation from January 18, 2001
Ne 6 [Electronic resources] // URL: http://www.pragov.ru;

Determination of Constitutional Court of the Russkederation from December 6, 2001
Ne 257 [Electronic resources] // URL: http://www.poagov.ru;

Determination of Constitutional Court of the Russkederation from February 7, 2002
Ne 13 [Electronic resources] // URL: http://www.pragov.ru.

2 Ukases of President of the Russian Federation Mamy 18, 200N\eNe — 557, 558, 559,
560 // Rossiiskaya Gazeta. — 2009. — On May 20.

% On estimated activity in the Russian Federatiedefal law of the Russian Federation
from July 29, 1998V 135 [Electronic resources] // URL: http://www.pcagov.ru;

On the state registration of the real estateerfddlaw of the Russian Federation from

July 13, 2015\e 218 // Rossiiskaya Gazeta. — 2015. — On July 17.
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Hence, legislative consolidation of necessity of thtate registration of the
property right to real estate is the recognitionthny state of public-law interest in an
fixing of an accessory of real estate to the caegoerson, — by which means ensured
protection of rights of other persons, stabilityao€ivil turnover and predictability of
its development.

But simultaneously, state registration of trangaiand other legally significant
actions with the real estate is considered as &ligpalement», which inclusion in
civil-law disputes concerning real estate item®ved to equate these disputes to
disputes of public-law character, — that excludessibility of their settlement by
arbitration proceedings.

Relations concerning the state registration cateotonsidered as a substantial
element of the disputable legal relation which esseremains private-law, and the
«public effect» appears only after the certificéte the state of results of the
transaction or other legally significant action.

Besides, as the same legal relations, but conggoiijects of a movable property
do not require (on a general rule) state registnatit cannot be considered as
influencing on the dispute nature as a whole.flecés only specific attention of the
state to a turnover of real estate items, whichsdud remain exclusively in sphere of
the control of participants of civil-law transact®) but gets also to sphere of the
control from the state at each recent legally §icgmt action.

As a formal stipulation of ensuring of state (irthg judicial) protection of
rights of the person forming from contractual rielas who object is the real estate,
the state registration only ascertains a legalceftd corresponding constitutive
documents. It does not touch the content of cal nd does not limit the — freedom
of treaties, juridical equality, and autonomy oflvaind property independence of the
parties.

Thus, state registration of rights for real estated transactiongas the act of
registering state body which is taking place aftdfilment of those or other legally
significant actions with real estate items) — i¢ tie factor changing the nature of
civil-law relations concerning of this material oesces; has for an object ensuring of
their big transparency and authenticity; is an taldal guarantee of applicable
formalization of realized transactions; allows ¢alize the control of their legitimacy,
which necessity is caused by the specific legalistaf real estate and its significance
as object of civil rights

9.2. Individual property tax

Continuous time the individual property tax wasulaged by the special federal
law?, because the legislator tried to form the conoeptf the uniform tax on real
estate and only after that to cancel the law. Hawvewuch idea has failed. Therefore
the legislator has resolved to cancel the Law «@fividual property taxes», and to
include in part 2 of TCR chapter 32 «Individual pecty taxs. Definition of the tax

! Ruling of Constitutional Court of the Russian Fedien from May 26, 201INe 10
[Electronic resources] // URL: http://www.pravo.gy.

2 On individual property taxes: federal law of thasRian Federation from December 9,
1991Ne 2003-1 [Electronic resources] // URL: http://wwwago.gov.ru.

% Federal law of the Russian Federation from OctoheR014Ne 284 // Rossiiskaya
Gazeta. — 2014. — On October 8.
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not proposed by the law and therefore it is deducedh the effective legislation
content.

Individual property tax (IPT)is the direct local tax collected in connectiorthwi
having at natural persons of various kinds of priyp&s objects of taxation.

ELEMENTS
TAXPAYERS

Taxpayers are the natural persons — proprietorthefproperty recognized the
object of taxation.

OBJECTS OF TAXATION

Objects of taxation are the property located withimicipal union, namely:

1) Dwelling house;

2) Residential unit (apartment, room);

3) Garage, a car-place;

4) Uniform real complex;

5) Construction in progress project;

6) Others — building, structure, construction (¢ouction operations), premise
(room).

To dwelling houses also are related to the resaldntildings located on the ground
areas, given for carrying out of the personal slidnsi, suburban economy, truck farming,
gardening, and individual housing construction. TFmeperty as part of the general
material resources of an apartment house is noginezed as object of taxation.

Thus, the legislator was disallowed from the tersakestate».

TAX BASE

The tax base concerning objects of taxation isdfikg its cadastral cos{except
for lawful cases). Such procedure of fixing of thmse can be established by
normative legal acts of representative bodies dafiigipal unions — after the approval
by the Subject of the Russian Federation in accme&avith established procedure
results of fixing of cadastral cost of real estiédens. Otherwise tax base there is an
inventory cosbf property.

At that federal cities Moscow, St.-Petersburg aadaStopol also are included in
municipal unions. The legislative (representatigaplic authority of the Subject of
the Russian Federation (except for federal citieesddw, St.-Petersburg and
Sevastopol) establishes till January 1, 2020 tlifoum date started of use in territory
of this Subject of the Russian Federation of thecedure of fixing of tax base
proceeding from cadastral cost of objects of taxatThe procedure of fixing of tax
base on each type of objects is fixed by items 4@8of TCR.

Hence, unconditional one-stage refusal of inventoogt of property has not
happened. However, since January 1, 2020 tax basg &t inventory cost of objects
of taxation is not realized. Disputes on a propedgastral appraisal are resolved
based on federal laws and rulings of plenums ofr&up Court of the Russian
Federatioh

! On several issues forming at consideration bytsmifrcauses about contest of results of
fixing of cadastral cost of real estate items:nglof Plenum of Supreme Court of the Russian
Federation from June 30, 20X& 28 [Electronic resources] // URL: http://www.Vstf.
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TAX RATES

Tax rates are established by normative legal attegresentative bodies of
municipal unions taking into account lawful pectitias.

In case of fixing of tax base proceeding from aasachl project cost of the
taxationtax rates are fixed in the scales which are nogeding (item 406 of TCR):

[) 0.1 percent concerning:

*Dwelling houses, residential units;

*Constructions in progress project in case if petgd designation of such objects
is the dwelling house;

*Uniform real complexes which structure includesledst one residential unit
(dwelling house);

*Garages and a car-place;

*Economic structures or constructions, the areaamh of which does not exceed
50 square metres and which are located on the drateas given for conducting of
the personal subsidiary, suburban economy, andk tfiacming, gardening or
individual housing construction.

At that listed tax rates can be reduced to zerarerincreased, but no more than
three times by normative legal acts of represemtdtodies of municipal unions.

II) 2 percent concerning the objects of taxatiomad in item 378.2 of TCR, as
well as concerning objects of taxation, cadastost ©f each of which exceeds 300
million rubles;

[I1) 0.5 percent concerning other objects of taxati

In case of fixing of tax base proceeding from iteBn cost tax rates are
established based on increased by a deflator cmeffi of total inventory cost of
objects of taxation, belonging on the property righ the taxpayer (taking into
account participatory shares of the taxpayer iiglat of the general property on each
of such objects), located within one municipal unein followinglimits:

*To 300 000 rubles inclusiveto 0.1 percent inclusive;

*From above 300 000 to 500 000 rubles inclusiveomfabove 0.1 to 0.3 percent
inclusive;

*Over 500 000 rubles — from above 0.3 to 2.0 perceriusive.

TAX PERIOD- is calendar year.
CALCULATION and PAYMENT PROCEDURE

The tax was annually estimated based on last datatahe inventory cost
represented in accordance with established proeddutax authorities till March 1,
2013 taking into account a deflator coefficient.

Tax authorities annually musts to direct to theptaper the tax notice not later
than 30 days before maturity. If the real estate imathe general collective property,
the tax is paid by one of proprietors under theeagrent between them. At an
agreement unattaining, each proprietor pays thestiaxe and share alike. In case of
destruction or full disintegration of the real aéstéax collection is stopped since the
month of conforming event.

At devolution of the property right to the real aest from one proprietor to
another proprietor within a calendar year the tayspthe primary proprietor since
January 1 of year prior to the beginning of thatnthoin which he has lost the
property right. The recent proprietor pays the deece a month in which at him has
formed the property right.
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The bodies which are realizing the cadastral reggish, as well as conducting of
the state cadastre of the real estate and conduttinstate registration of rights for
real estate and transactions, and also the bodiedhare realizing the state technical
registration, — annually musts in the lawful daierttroduce in tax authority the data
necessary for calculation of taxes, artificiallyJahuary 1 of current year.

Calculation of the sum of the tax concerning theemal resources is realized
taking into account coefficient fixed as the ratib number of full months during
which this property was in the property of the t@aygr, to number of calendar months
in the tax period # ensue following events

*Occurrence (stop) at the taxpayer of the propeigit to material resources
during the tax period;

*Alteration of a participatory share of the taxpaye a right of the general
property on object of taxation during the tax perio

If occurrence of the events has occurred to 15t afaconforming month
inclusive, or if stop of the property right to maad resources has occurred after 15th
day of conforming month, — as full month is consétemonth of occurrence (stop) of
such right.

If occurrence of the events has occurred after tlash of conforming month or
stop of the right has occurred to 15th day of confog month inclusive, — month of
occurrence (stop) of the right is not considereiikatg of the designated coefficient.

Concerning the material resources which have dedoby right of succession to
natural person, the tax is estimated from the dfieheritance opening.

Tax calculation is realized under tfeemula (item 408 of TCR).

The taxpayer should pay the tax — in the lawfukdatt the place of location of
object of taxation based on the tax notice diretbetie taxpayer by tax authority

TAX PRIVILEGES

It is possible to choose subject and object préate

Subjectprivileges — depend on a type of taxpayers. Famgple, are completely
exempted from tax payment: heroes of the USSR arssiBn Federation, gentlemen
of the Award of Glory of three degrees, invalidslodnd 2 groups, invalids since the
childhood etc.

Object privileges established in the form of deductionieni 407 of TCR). So,
the — tax base of an apartment decreases for shkadastral cost of 20 square metres
of a total area of this apartment; tax base ofaradecreases for value of cadastral
cost of 10 square metres of the area of this rao@mx;base of a dwelling house
decreases for value of cadastral cost of 50 squatees of a total area of this dwelling
house; tax base of a uniform real complex whiclicstre includes at least one
residential unit (dwelling house), is fixed asatdastral cost reduced by one million
of rubles.

Representative bodies of municipal unions haveitie to increase scales of the
listed tax deductions.

In case at use of tax deductions the tax basevexeiegative value, with the
purpose of tax calculation such tax base is acdesmjgal to zero.
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9.3. Corporate property tax

The corporate property tax is regulated by TGRd laws of Subjects of the
Russian FederatiénDefinition of the tax is not proposed by the lamd therefore it is
deduced from the content of chapter 30 of TCR.

Corporate property tax (CPTjs the direct regional tax collected in connection
with having at organizations of objects of basiseés. The tax is installed by the law
of the Subject of the Russian Federation and iigatary in its territory.

ELEMENTS
TAXPAYERS
*Russian organizations.
*Foreign organizations.
OBJECT OF TAXATION

*Movable property.
*Real estate.
Objects should be related to basic (fixed) assets.

TAX BASE

Tax base on a general rule — is object averageahnalue.

At the same time, according to item 378.2 of TCR tax base is fixed as the
cadastral cost of property approved in accordandd wstablished procedure,
concerning following types of the real estate detldy object of taxation:

*Business-administration centres and trading cenftemplexes) and premises in
them;

*The non-living premises, which designation — adaog to cadastral passports of
real estate items or documents of the technicastratjon (inventory) of real estate
items — provides placing of offices, trading obgeabbjects of public catering and
consumer services, or which are actually used facipg of offices, trading objects,
objects of public catering and consumer services;

*Real estate items of the foreign organizationschtdre not realizing activity in
the Russian Federation by permanent missions, hsasvéhe real estate items of the
foreign organizations which are not related to\atgtiof the organizations in the
Russian Federation through permanent missions;

*Dwelling houses and the residential units whick aot considered on balance as
of objects of basic (fixed) assets in a procedstal#ished for accounting conducting.

It is good, if cadastral cost of property becomagonm and unique tax base.
However cadastral appraisal techniques are ndatlédlf In most cases cadastral cost
exceeds the index justified by the market, in haddrtimes. The cadastral registration
is not optimum. So, uniform industrial complexes taé registration break into
separate components and consequently join notdapgkindustrial objects» and in
the most different groups of property. As a resiudt dining room is estimated in one

! Chapter 30: it is put into operation with 1/1/200% federal law of the Russian
Federation from 11/11/200® 139 // Rossiiskaya Gazeta. — 2003. — On Novem®er 1

2 0n the corporate property tax: law of PrimorskyKfrom November 28, 200% 82: it
is enacted by Legislative Assembly of Primorsky Ko November 27, 2003 // Gazettes of
Legislative Assembly of Primorsky Kray. — 2003Ne40. — P.6.
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group with restaurant, plant management — in ol@gmwith business centre. Such
situation results to overestimate of taxes. Cosh dairge scale appraisal directly
depends on data, which contain in the state infoomaesources about real estate
item, — and they are not infrequently unreliableorof the appraiser is not always
conscientious. At that the Subjects of the RusBidteration and municipal unions are
interested in appraisal overestimate — they placerder an appraisal, they approve
results. According to specialists, the main thieg-ito make appraisal plan clear,
authentic, transparent and inspected. TaxpayersldHme notified already on the
decision to realize the next appraisal. It is nsagsthat the organization could correct
in advance any unreliable data in a cadastre giv@to the appraiser authentic data.
For situation correction in Russia is put into @iien the institution of the state
cadastral appraisers. However it is necessaryain them. At that responsibility of
appraisers is the low
All peculiarities of fixing of tax base are reg@dtby TCR (items 375-378.2).

TAX RATE
The tax rate is no more than 2.2%.
TAX PERIOD

There are tax and periods of accounts.

The tax period is calendar year.

Periods of accounts are the first quarter, halfsy@anonths.

The representative body of the Subject of the RnsBederation has the right not
to establish periods of accounts.

CALCULATION and PAYMENT PROCEDURE

Following the results of each period of accountstdxpayer estimates and pays
advance payments with final settlement following thsults of the tax period.

After each accounting and tax period taxpayersodtyed to represent to tax
authority tax calculations on advance paymentstaxndeclarations.

Peculiarities calculation and tax payments aredfixg TCR (items 382-386).

TAX PRIVILEGES

Tax privileges are provided in the form of objexteptions.

For example, are exempted from the taxation thebjects of wildlife
management; property of religious organizationgidee religious activity etc. (items
374, 381 of TCR).

THE LITERATURE LIST
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Chapter 10. TARGET TAXES

10.1. Conception of target taxes.
10.2. Mineral extraction tax.
10.3. Water-tax.

10.4. Land-tax.

10.5. Road taxes.

10.1. Conception of target taxes

As a rule, payments were considered target aswieeg enlisted not in budgets,
and in target off-budget funds. Russia of last deaaf the XX-th century went on this
way, forming at the expense target taxes road fumldsilable housing funds,
ecological funds and so on.

However now, the state tries to leave from targebodget funds, as they were
not infrequently used not on a special-purposegtesion, and used on other purposes
(including mercenary). More reliable is the direatiof taxes and dues in budgets, and
from them money already can go on strictly fixedpmses by Federal Treasury, —
which is obliged to finish the resources to receiveHence, concept «target
payments» it is impossible to define by their diet in target off-budget funds, and
it is necessary to start with literal sense ofwloed «target».

Target payments- are the complex of taxes and dues collecteddiredted to
budgets for the subsequent use on the concretdisggaposes.The payments are
direct and are not related to the indirect taxati@s their elements are rigidly
coordinated to specific types of property.

Criteria of classification of target taxes are was. Weon importance degree
choose and discuss followitgpes of target payments:

*Payments in nature management sphere;

*Road payments.

The legal norms regulating listed taxes (dues) comstantly infrequently
essential are varying. At that the tax burden oe types are amplifies, and on
another — decreases. The state tries — to optitakzeystem, to emphasize in it the
most significant taxes and dues, to increase ttwiecting and receipts in budgets.
But such instability of target payments guards #&eps and frightens off investors.
Therefore in the long term it is necessary to biised from alteration in the
legislation for strictly certain and enough conbos period.

If tax reform it will be real it is finished, — sp@l-purpose financing problems
will be solved, in our opinion, not by initiatiorf mew target taxes and dues, and
redistribution of tax revenues of budgets withie thmits uniform tax system of the
Russian Federation.

TAXES IN NATURE MANAGEMENT SPHERE

Theme of taxes in sphere of nature managementdresgly linked with problems
of rational nature management and environmentdeption to which is devoted the
whole layer of jurisprudenteFinancing problems in ecological sphere taking in

! Beloshapko Yu.N. Territorial complex schemes aftgmtion of the nature: concept and legal
characteristic // Vestnik Moskovskogo Universitet&eriya 11. — Pravo. — 1986\e-2. — Pp. 28-33;

Beloshapko Yu.N. Territorial complex schemes oft@ction of the nature (organizational
and law issues): dis ... PhD in jurisprudence: 1260+ M., 1986;

Jalbulganov A.A. On the issue of ecological funesiof fiscal and tax payments // The
Financial Law (journal). — 2013.Ne 10.
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account tax aspects also are invariable objectiehtific researchésDefinition of
taxes in nature management sphere is not propgstitebegislatiof, and therefore it
is deduced from the content of TCR and other dffedeqgislation.

Taxes in nature management spheege complex of the payments collected in
connection with nature management and preservafitme environment. The taxes in
a science are related to target as they shouldngiinancing of actions for rational
nature management and compensation of harm toozmént.

FL «On environmental protection» (items 16-16.9jgds to everyone to pay for
nature management and negative impact on the eméof.

Government of the Russian Federation fixes pedtidiarof such paymeht

As has explaine€onstitutional Court of the Russian Federatiénaccording to
Constitution of the Russian Federation the land @thér natural resources are used
and protected in the Russian Federation as a bhsidife and activity of the people
living in conforming territory (part 1 of item 9%eizin, use and disposal by land and
other natural resources are realized by their prtgrs freely, if it does not put
damage to environment and does not break rightslegitimate interests of other
persons (part 2 of item 36).

As exploitation of natural resources, their drawintp economic circulation do
harm to environment, — subjects of the economicahdr activity rendering negative
impact on the environment should compensate atsaws realization by the state of
actions for its restoration. At the same time, gihilic power carries theonstitutional
responsibility for nature and environment preservation and caresgty also is
obliged to take the measures directed on the nestod environmental pollution,
prevention and minimization of ecological risks.

According to Declaration for Environment and Deyslent enacted by
Conference of U.N.O.. for environment and developh{Rio de Janeiro, on June 3-
14, 1992), — the right on development should beendesl thus, that has been
guaranteed the fair satisfaction of requirementh@fpresent and future generations in
the field of development and environment (principje

Let's consider concrete taxes in nature managesere.

! Marin E.V. Financing of environmental protectiondarational nature management:
budgetary-law and tax mechanisms // The Finana@al (journal). — 2012. e 6.

2 0On environmental protection: federal law of thes&an Federation from January 10, 2002
Ne 7 é/ Collection of Legislative Acts of the Russkeederation. — 2002.Ne 2. — Item 133.

Ibidem.

“ On rates of charges for negative impact on théremment and additional coefficients:
decree of Government of the Russian Federation Beptember 13, 201% 913 [Electronic
resources] // URL: http://www.pravo.gov.ru;

On assessment and charges for negative impacteoantironment collection: decree of
Government of the Russian Federation from MarcB®,7 Ne 255 [Electronic resources] //
URL: http://www.pravo.gov.ru.

® On case of constitutionality test of part 2 ofiit®9, part 2 of item 100 of Forest Code of
the Russian Federation and provisions of Decrégovkernment of the Russian Federation «On
calculation of scale of the harm caused to forkegtimfringement of the forestry legislation» in
connection with the complaint of Limited responkibi society «Zapoljarneft»: ruling of
Constitutional Court of the Russian Federation frdome 2, 2015Ne 12 [Electronic
resources] // URL: http://www.pravo.gov.ru.
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10.2. Mineral extraction tax

The tax is established by TER interaction with other legislatiénDefinition of
the tax is not proposed by the law, and therefoie deduced from the content of
chapter 26 of TCR.

Mineral extraction tax (MET) is the direct federal tax collected in connection
with mining operations. MET becomes target, if dnpletely or partially goes on
recultivation and other needs of a rational sulbssal.

ELEMENTS
TAXPAYERS

Payers of the tax are subsoil users, namely:
*Qrganizations
*Individual businesspersons.

OBJECT OF TAXATION

Object of taxation is the minerals extracted froobs®il or from waste of
extractive production. Hence, object of taxatios lieextractedminerals.

Minerals in TCR are understood as production of m@ing industry and
working out of open-cast mines (i.e. oil, gas, cetd.), containing in actually
extracted (taken) from subsoil (waste, losses) mineaw materials (i.e. rock,
liquid and other mix). In other wordsjineralsare the components of subsoil, as
well as complex of such components conforming td&RTreéquirements. Production
received at the further processing (enrichmenthrietogical repartition) of a
mineral being manufacturing industry production anigot be recognized a
mineral. Themining operationsare their extraction from subsoil or from waste of
extractive production.

At fixing of concrete type of the extracted mineiliis necessary for taxpayer to
be applied to the — conforming standards; technicaject of working out of the
deposit fixing as an end-product the concrete tfpaineral; flowsheets on extraction
and ore processifg

TAX BASE

Tax base is cost of the extracted minerals, exoepawful cases.

Tax base at the coal mining, oil dewatered, desaltel stabilized, associated gas,
gas of fuel natural from all types of deposits ofdiocarbon material and gas
condensate from all types of deposits of hydrocanmaterial — is fixed asmountof
the extracted minerals in kind form.

! Chapter 26 of TCR — is put into operation sincB2002 by federal law of the Russian
Federation from 8/8/200e 126 [Electronic resources] // URL: http://www.poagov.ru.

2 Rules of the approval of specifications of loss#fs minerals at the extraction
technologically connected with the enacted schemdetechnology of working out of deposits:
confirmed by ruling of Government of the Russiadération from December 29, 2084 921
[Electronic resources] // URL: http://www.pravo.gay.

® Determination of Constitutional Court of the RassiFederation from March 1, 2010
Ne 430 [Electronic resources] // URL: http://www.poagov.ru.
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TAX RATE

Tax rates depend on the type of objects of taxatdod are established in
percentage and fixed on the special scale (itemd34CR). To the basic problems
are related to — correlation of tax rate with therla prices for oil (the more the price,
the above the rate); disregard of peculiaritiesnoferal deposits etc. All it promotes
inflation growth.

Therefore the Chairperson of Government of the iBasSederation has given to
conforming ministers the instructions to prepam shiggestions considering: refusal of
correlation of MET rates with the world prices @k, initiation of the correction indexes
considering specific features of in force depaasiis working out of new deposits étc.

TAX PERIOD
The tax period is equal to one calendar month.
CALCULATION and PAYMENT PROCEDURE

The tax sum is estimated as multiplication of e fate and tax base following
the results of each tax period on each extractedenal, proceeding from a
participatory share of the mineral extracted onheagbsoil plot, in total of the
extracted mineral of the conforming type.

Tax payment depends on an extraction pld®ersons, extractive minerals in
Russia, pay the tax at the place of locations @i eabsoil plot. Persons, who realize mining
operations outside of the Russian Federation, paytax at the place of locations of
organization or residence of individual businessperIn any case taxpayers introduce to
the tax declaration in tax authorities at the pleEidecations or residence of payer.

TAX PRIVILEGES

The tax privileges terminologically are not empredibut actually are contained in TCR.

For example, — item 342 of TCR has established nommseobject exceptions in
the form of the zero rate of interest rate on swhgects (i.e. at associated gas
extraction, at mining operations regarding theimmative losses, etc.). ltem 343.1 of
TCR has established the procedofaeduction of the sum of the tastimated at a
coal mining, on the expenses connected with engwfnsafe of the conditions of
work and labour protection.

10.3. Water-tax
The water-tax is established by T&Rnteracting with other legislation

Definition of the tax is not proposed by the legigin, and therefore it is deduced
from the content of chapter 25.2 of TCR.

! Domcheva E, Panin T. Business took odd // RossiisiGazeta. — 2005Ne 227. —P. 1, 5.

2 Chapter 25.2 of TCR is put into operation by fedléaw of the Russian Federation from
7/28/2004Ne 83 [Electronic resources] // URL: http://www.pragov.ru.

% Water Code of the Russian Federation: federaldhthe Russian Federation from June
3, 2006Ne 74 /I Collection of Legislative Acts of the RussiBederation. — 2006. Ne 23. —
Iltem 2381; On the procedure of the approval oftdehnique of calculation of scale of the
harm caused to water bodies by infringement ofathater legislation: decree of Government of
the Russian Federation from November 4, 280639 // Collection of Legislative Acts of the
Russian Federation. — 2006Ne-46. — Item 4791.
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Water-tax (WT)is the direct federal tax imposed on special am) $pecific
water use.

Special and (or) specific water use is realizedoating to Water Code of the
Russian Federation. It has fixed, that the watersusvhich are putting into practice
use of water bodies based on decisions of Governofethe Russian Federation or
decisions of enforcement authorities of SubjectthefRussian Federation or based on
licences on water use and contracts of use of booliewvater enacted, given and
covenanted before putting into effect of Water Cofithe Russian Federation, — keep
rights of long-term or short-term use of bodiesvater based on licences on water use
and contracts of use of bodies of water.

The tax is target if it completely or partially gon ensuring of rational water use.

ELEMENTS
TAXPAYERS

Payers of the tax are the organizations and napgedons which are realizing
special and (or) specific water use.

OBJECTS OF TAXATION

Objects of taxation are recognized following typésvater use (except for lawful
cases): water intake from water bodies; use of matea of water bodies, except for
rafting in rafts and round boom rafts; use of wadtedies without a water intake for
water-power engineering; use of water bodies f@fiain rafts and round boom rafts.

TAX BASE

Tax base is theharacteristicof object of taxation.

At a water intakethe tax base is fixed amlumeof the water which has been
taken away from water body for the tax period.

At use of water areaf water bodies (except for a raft in rafts andn@ boom
rafts), the tax base is fixed as @reaof the given water space.

At use of water bodiewithout a water intakdor water-power engineering, the
tax base is fixed aguantityof the electric power made for the tax period.

At use of water bodiefor a raft in raftsand round boom rafts, the tax base is
fixed asmultiplication of cubic capacity alloyed in rafts and round boaftsr for the
tax period signified in thousand cubic metrasd the raft distancesignified in
kilometers, cleavage on 100.

TAX RATES

Tax rates are established on basins of the rilekes, seas and economic region
in the scales specified in special tables (item B38f TCR).

At a water intake over the fixed quarter (annuatjits of water use, tax rates
regarding such excess are established in fivefdtedrom the fixed tax rates.

In case of absence at the taxpayer of the apprquader limits, the limits are
fixed as one fourth the approved annual limit.

At a water intake from water bodies for populativater supply, the water-tax
rate is fixed at a rate of 70 rubles for one thadseubic metres of the water which
have been taken away from water body.

TAX PERIOD

The tax period is quarter.
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CALCULATION and PAYMENT PROCEDURE

The taxpayer independently estimates the tax surording to items 333.12-
333.13 of TCR.

The tax liable to payment in the lawful date, wgikiing of the tax declaration at
the place of locations of object of taxation indimstablished for tax payment.

At that taxpayers (item 83 of TCR) related to theegory of largest, introduce tax
declarations (accounts) to tax authority at theglaf the registration as the largest
taxpayers.

Taxpayers — foreign persons also introduce the ofpkie tax declaration to tax
authority on the location of the body which hasegithe licence on water use, in time
established for tax payment.

TAX PRIVILEGES

Privileges terminologically are not emphasized, &ctually are available in the
form of object exceptions.

So, are not declared by objects of taxation: infaa underground water bodies
of the water containing minerals and (or) naturatative resources, and thermal
waters; use of water area of water bodies for fislaad hunting etc. (item 333.9 of
TCR).

10.4. Land-tax

The land-tax is established by TERnteracting with other legislatidnlt is
installed by the legal act of a representative boflynunicipal uniof Definition of
the tax is not proposed by the law, and therefbie deduced from the content of
chapter 31 of TCR.

Land-tax (LT) is the direct local tax collected in connectionthahaving of land.
It is the target tax, if it in full or in part goem financing of actions for the land
tenure, cadastre administration, expansion oftbeyriland protection etc.

ELEMENTS
TAXPAYERS

*Proprietors of land.

*Land possessors on a right of constant (termless)

*Land possessors on a lifetime inheritable poseasdght.

There are not subjects of the land-tax the landsgs®ors on a fixed-term use
without consideration right, as well as lessees.

! Chapter 31of TCR is put into operation 1/1/2006 fegeral law of the Russian
Federation from 11/29/200% 141 [Electronic resources] // URL: http://www.pcagov.ru.

2 Land Code of the Russian Federation: federal ldwhe Russian Federation from
October 25, 200Ne 136 // Collection of Legislative Acts of the RuamsiFederation. — 2001. —
Ne 44. — Item 4147,

On the state cadastre of the real estate: fedmrabt the Russian Federation from July 24,
2007 Ne 221 // Collection of Legislative Acts of the RumsiFederation. — 2007. Ne 31. —
ltem 4017.

% On the land-tax in Vladivostok city: decision ofida of Vladivostok city from October
28, 2005Ne 108 // Vestnik of Duma of Vladivostok city. — 2Q05Ne 15. — P. 3.
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OBJECTS OF TAXATION

Objects of taxation are tlggound areas.

According to item 11.1 of Land Code of the Rusdtaderation, the ground area
is the proportion of the earth's surface which bosdire fixed according to the federal
laws.

TAX BASE

Tax base igadastral cosof land.

Land cadastre- is the systematized complex of documentary datguantitative
and qualitative characteristics of lands. Cadastat of the ground area (artificially
of on January 1 of the calendar year) should b= dfecharge rendered to the payer of
the tax.

At that land-tax legal regulation has complex chmaand consists of acts both
the tax and land legislation, which is used forttation.

Such legal regulation should be realized with coamgle of guarantees of rights
of taxpayers.

Accordingly, normative legal acts of enforcementhatities of Subjects of the
Russian Federation on the approval of cadastralotdee ground areas generate legal
consequences for citizens and their associationsvamyers — and they operate in
time in that procedure what is certain by the fabllergislator for coming into force of
acts of the legislation on taxes and dues in TCR

According to item 66 of Land Code of the Russiadédfation, — for a fixing of
cadastral cost of the ground areas is realizedsthte cadastral appraisal of lands
according to the legislation on estimated actfviyhe basic problem — is authentically
to fix the cost of each ground area.

The state cadastral appraisal is realized undesébision of an executive body of
a state authority of the Subject of the RussiareFabn or (in lawful cases) under the
local government decision.

The form of the documentontaining data on the ground areas and payers is
approved by the decree of Minfin of Russia (iterd 80 TCR).

Disputes on a property cadastral appraisal areletded based on the federal
laws, legal propositions of Constitutional Courttloé Russian Federatiband rulings
of plenums of Supreme Court of the Russian Feaefati

! Ruling of Constitutional Court of the Russian Fedien from July 2, 2013V 17
[Electronic resources] // URL: http://www.pravo.gay,

Determination of Constitutional Court of the Russkederation from February 3, 2010
Ne 165 [Electronic resources] // URL: http://www.poagov.ru.

% On estimated activity in the Russian Federatiedefal law of the Russian Federation
from July 29, 1998Ne 135 // Collection of Legislative Acts of the RuesiFederation. —
1998. —-N\e 31. — Item 3813.

% On case of constitutionality test of provisionpafrt 1 of item 24.18 of Federal law «On
estimated activity in the Russian Federation» imneztion with the complaint of
administration of municipal union of Bratsk cityling of Constitutional Court of the Russian
Federation from July 5, 201%& 15 [Electronic resources] // URL: http://www.pragov.ru.

4 On several issues, forming at consideration bytsonf causes about contest of results
of fixing of cadastral cost of real estate itemgling of Plenum of Supreme Court of the
Russian Federation from June 30, 201 28 [Electronic resources] // URL:
http://lwww.vsrf.ru.
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TAX RATE

We can emphasize the general and special rates.

Thegeneralrate is1.5 %from tax base.

The specialrateis 0.3 %.It is established for some types of the grounas(ee.
for the —agricultural production, housing constiattetc.).

TAX PERIOD

TCR has established tax and accounting periods.t&heeriodgeneral for all
subjects is calendar year.

Accounting periodgi.e. first quarter, half-year and 9 months of yearakekshed
only for organizations and individual businesspesswith the purpose of recovery
from them advance payments.

CALCULATION and PAYMENT PROCEDURE

Organizations and individual businesspersons shpalg the tax in advance
payment after each accounting period with givingheftax declaration.

Natural persons pay the tax in the lawful date unabe notices of tax authorities
without formalization of tax declarations. The &xthority also can direct tax notices
to individual businesspersons.

Peculiarities of payment of the land-tax
(Item 396 of TCR)

In case of occurrence (stop) at the taxpayer ofdbiimate right concerning the
ground area, tax calculation is realized taking etcount the factor fixed as the ratio
of number of full months of realization of suchhigo number of calendar months in
the tax (accounting) period.

The ground area on which is located the apartmeunsédr and other real estate
items as the part of such house — free of chargeleks in the general share property
of proprietors of premises (rooms) in the houseugittg Code of the Russian
Federation).

Proprietors of premises (rooms) of an apartmens@aue payers of the land-tax
proportionally to their participatory shares of theperty — since the moment of
formation of the ground area and assignment tbaadastral number.

If the apartment house completely belongs to mpalcunion on the property
right — the conforming ground area does not liabllevy by the land-tax.

If on the ground area which is in the municipalpgandy, is located the apartment
house which is in the property of municipal uniamdan the private property of
citizens and legal persons — the land-tax is paidclizens and legal persons
proportionally to their participatory shares in tieneral share property.

If the ground area is in the general property —t#ixebase pays off: at the general
share property — proportionally to shares; at #eegal collective property — share and
share alike.

So, if the dwelling house with the part of the grdwarea which has been had by
this house and necessary for its use is in theeptppf several owners — the tax base
for each of them is fixed proportionally to its sh@ the general property.

At that absence of constitutive documents at actis&l by the person of the
ground areas and nonacceptance by the person sunesato formalization of right
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on these areas cannot be fundamental for his eefea® tax payment — if the person
is not the tenant of land or the uncompensated firem user.

TAX PRIVILEGES

Privileges can be classified snbject and object.

Exampleof a subjectprivilege: from the land-tax are exempted orgatiize
having the ground areas which have been had bstalte highways of the general use.

Fromobject privilegest is possible to emphasizxceptions and deductions.

Exampleof exceptionsby the tax are not assessed the — ground aré¢adraivn
from a circulation; ground areas which are a pérthe general property (material
resources) of an apartment house etc. Exampldeductions from tax base are
deducted 10 000 rubles counting on the — one subgro of the Russian Federation,
invalid since the childhood, etc.

10.5. Road taxes

Road taxesare complex of taxes, at the expense which areddrmad funds.
Road funds are regulated by not separate FL, arBlublgetary Code of the Russian
Federation (it contains item 179.4 «Road funds»).

Road fundis the part of budgetary funds which is subjeatse with the purpose
of financial provision of road activity concernirgf highways of the general use.
There are- Federal road fund, road funds of Subjects oRhssian Federatibnand
municipal road funds.

Concerning-ederal road fund, every year in the federal budget is fixed thesbas
volume of budgetary appropriations, including a¢ ttxpense of thexcise taxes
liabling to transfer in the federal budget. Theefés established by techniques which
are approved by governmental decfees

Road fund of the Subject of the Russian Federatiois formed by the law of the
Subject of the Russian Federation (except for &we df the Subject of the Russian
Federation on the budget of the Subject of the BRngederation).

The volume of budgetary appropriationsf road fund of the Subject of the
Russian Federation is approved by the law of tHgesti of the Russian Federation on
its budget for the next fiscal year (next fiscaayand planning period) — at a rate of
not less predicted volume of incomes of the buddethe Subject of the Russian
Federationincluding from

*Excise taxeson the — automobile gasoline, directly distillegsgline, diesel olil,
engine oils for diesel and carburettor (injectienyines — made in territory of the Russian
Federation and transferred to the budget of thgeBubif the Russian Federation;

*Transport tax

Municipal road fund, as well as procedure of its formation and udernsed by
the decision of a representative body of municipabn.

! On road fund of Primorsky Kray: law of Primorskyay from October 6, 201 819:
it is enacted by Legislative Assembly of Primordkyay on September 30, 2011 [Electronic
resources] // URL: http://www.primorsky.ru.

2 0On a fare of transports on federal paid highwaythe general use, paid sites of such
highways (including if a paid site of a highwaytige separat) artificial road construction):
decree of Government of the Russian Federation flanuary 30, 2016 47 [Electronic
resources] // URL: http://www.pravo.gov.ru.
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The resources of theny road fundsvhich have been not used in current financial
year remain in the funds.

Thus, only one tax — transport tax — finally haptke the appellation a direct
accessory to roads. Therefore we also will consitier detail.

TRANSPORT TAX

The transport tax is established by FCRhe tax is installed by the law of the
Subject of the Russian Federafioand is obligatory to payment in its territory.
Definition of the tax is not proposed by the legiign and therefore it is deduced from
the content of chapter 28 of TCR.

Transport tax (TT)is the direct regional tax collected in connectwith having
of transports. The tax is target, if it completetypartially directions on road building
and (or) on development of roads.

ELEMENTS
TAXPAYERS

Taxpayers — are the natural persons and (or) argons on which are lawfully
registered conforming transports. Exceptions ofrthe can be provided only by TCR.

OBJECT OF TAXATION

The object of taxation (it should be legally regist) is classified on following
groups

*Self-propelled cars (machines) and mechanisms meumatic and caterpillar
course. There are the — cars, motorcycles, motmtsrs, buses and so on;

*Water and air transports. There are — planeschyters, steam-ships, yachts,
sailing ships (sails), etc.

TAX BASE

The tax base depends on a type and features afigptort, namely:

*Engine power in horsepowers — concerning the meaingransport having
engines;

*Jet thrust in kilogramme-force — for aircrafts wihe jet-propulsion engine;

*Gross tonnage in register tons — concerning watar self-propelled (towed)
transports;

*Transport unit (for exampleone sail-plane) — concerning other water and air
transports.

TAX RATES

Tax rates depend on a tax base type. Exampleswetrengine power to 100
h.p. — 2.5 rbl; tows — 20 rbl. Concerning cars werage value from 3 million rubles
(i.e. for luxury) are fixed improving index to th@nsport tax sum.

! Chapter 28 — is put into operation since 1/1/2@93federal law of the Russian
Federation from 7/24/200%: 110: since the moment, transports are not assdsgetie
individual property tax [Electronic resources] RU: http://www.pravo.gov.ru.

2 On the transport tax: law of Primorsky Kray fronswember 28, 2003¢ 24 // Gazettes
of Legislative Assembly of Primorsky Kray. — 2082\e 9. — P. 14.
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Regional representative bodies fix the tax ratéhanlimits established by TCR.
At that Subjects of the Russian Federation haveitfie to increase tax rates no more
than ten times.

TAX PERIOD

The tax period — is calendar year.

For payers — organizations are put into operatiocoanting periods (i.e. first
quarter, second quarter, third quarter), allowiegorering advance payments. But at
that the representative body of the Subject of Rassian Federation has the right
accounting periods not to establish.

CALCULATION and PAYMENT PROCEDURE

The payment procedure depends on a type of payers.

Organizationsestimate and pay the tax independently, with stibmgiof the tax
declaration (form and filling procedure is estdidid by orders of Ministry of Finance
of the Russian Federation). The tax fatural personsestimates tax authority, with
direction to the person of the conforming paymentice.

The necessary information to tax authority is sutadi by bodies of the state
registration of transports. The tax is paid atglae of transport locations.

TAX PRIVILEGES

Tax privileges terminologically are not emphasidsdchapter 28 of TCR, but
actually are available in the form of object excemé. So— Item 358 of TCR
eliminates as objects of taxation eight groupsrahgports (i.e. the veselnye boat,
invalid cars, combines etc.).

Government of the Russian Federation establishedighof objects of taxation
on which are used the deferment or instalmentsayinent of the tax Besides,
Subjects of the Russian Federation by the lawsagniitiation can provide (at the
expense the regional budget) tax privileges andrgte for their use by the taxpayer.

Some deputies repeatedly introduced bills of trartsgax abrogation in State
Duma. However the majority of deputies are agasnsh abrogation, as it can lead to
occurrence of dropping out incomes from federal ragibnal budgefs
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Section II. SYSTEM OF INDIRECT TAXES

Chapter 11. TAXES ON ACTIVITY

11.1. Conception of taxes on activity.
11.2. Excise taxes.

11.3. Value-added tax.

11.4. Tax on gambling industry.

11.1. Conception of taxes on activity

We defineactivity as juridical (legal) facts in the form of actions ( purchase,
consumption, sale, transfer, moving, use, otherstaetions, circulations and business
in concrete sphere of economics) realized by stdbjefcfinancial legal relations with
the purpose of satisfaction of the interests.

At first sight, the activity cannot be object oka#ion or levy by dues, as subjects of a
tax duty have already paid direct taxes. Howeverahy states and municipal unions
always required and require in additional tax rerasrfor formation of a profitable part of
budgets. Therefore legislators of all countrieseifaund convenient object — activity in its
various forms, which great number and which havalhimclusive listing. Besides, by
virtue of presentation activity is easier for ctisgkthan incomes.

Ideological substantiation of such taxation thdofeing: the taxation part is
shifted from businesspersons (which and so coraider direct taxes pay) on
consumers which have actual ability to pay theftam the personal resources and for
which his payment will be not so burdensome; if piheblem of filling of budgets to
solve only at the expense the capital of busingseps — it will run low, and they will
lose stimulus for business continuation.

The tax in this case undertakes from the pricet, ¢asff, or other aspects of
activity. It is theindirect taxation If the person in can to pay — he will not growopo
when the part of the money will transmit in tregsuf the person cannot pay, it has
the right not to realize an activity (though thesingssperson, being simultaneously
the inevitable consumer, is not infrequently corlgeklto realize transactions
necessary for his business).

At that the indirect taxation tries to disguise e@nthe direct. So, the turnover tax
is understood as the fixed part of the net profith® businessperson, directed to
budgets. However, actually object of taxation i$ th@ income, but activity of the
businessperson.

Examplesof taxes on activityare the — tax on road users (it cancelled since
1/1/2003), tax on buying of foreign monetary synsbft cancelled since 1/1/2003),
sales-tax (it cancelled since 1/1/2004). There wengained the — excise taxes, VAT,
tax on gambling industry, sales due.

After years after sales-tax abrogation some exarts deputies of State Duma
(especially in 2014) have started to propose agaput into operation the sales-tax.
As believed Minfin of Russia, sales-tax initiatioould bring in regional budgets in
2015 — 195 billion rubles, in 2016 — 211 billionbtas, and in 2017 — 230 billion
rubles. However experts of the Center of Macroenoadresearches of Savings Bank
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of Russia have formulated other predictions: stdgsnitiation by all Russian regions
will increase inflation by 2.1%. Advisory Council Gommittee of State Duma of the
Russian Federation under the Budget and Taxesengsiaded, that the sales-tax it is
heavy to administer — thus, that earlier it brougbtillion rubles all over the country
at the rate of 5% Besides, the sales-tax has not justified itselivorld practicé In
this connection the legislator was not resolvegubinto operation the sales-tax. But
he has resolved to fill up budgets in another way make tax base of the individual
property tax not inventory, but cadastral costefiteal estate. Besides, sales due have
been put into operation, though it a few differanfr the sales-taX¥n our opinion
sales-tax initiation is inadmissible, as it coriflico Constitution of the Russian
Federation and Tax Code of the Russian Federatibich do not suppose the double
taxation. Because the consumer which has paicaful taxes on the incomes, will
be again to pay the sales-tax compelled at the nmegpehe same incomes.
Comprehension of such injustice will obviously doas consumer demand and, as
conseqguence, will not increase, and will reduceipof tax revenues in budgets.

Inconvenience of taxes on activity is in that, thla¢y are compelled to pay
conforming subjectswvithout dependence from resule$ financial and economic
activities. Such situation seriously constrainsedepment of national economy, as it
does unprofitable expansion of production alsorfates with income of investments
and development of hi-tech productidnEherefore the President of Russia in 2001
has fixed one of priorities of tax reform — pereargt liquidation of the taxes
estimated from a circulatién

However world financial and economic crisis of 2G08&1 2014-2016 has shown
that is inexpedient completely to liquidate taxesaotivity.

11.2. Excise taxes

The excise tax is established by TCIR interrelation with other legislatién
Definition of the tax is not proposed by the legiigin and therefore it is deduced from
the content of chapter 22 of TCR.

Excise tax (ET)is the indirect federal tax on transactions witle by-excise
goods and production. Besides, excise taxes omrogstlassification are related to

! Markelov R. We buy it for the budget // Rossiisadyazeta. — 2014. — On April 8.

% Lashkina E. Tax alarm // Rossiiskaya Gazeta.0826 On March 26. — Pp. 1, 3.

% Hazov O. The tax climate becomes softer // Réssis Gazeta. — 2002. — On December 24.

* The President's Message of the Russian FederatiBaderal Assembly of the Russian
Federation // Rossiiskaya Gazeta. — 2001. — Onl Apri

® Chapter 22 is put into operation since 1/1/200%eoleral law of the Russian Federation
from 8/5/200QNe 117 [Electronic resources] // URL: http://www.poagov.ru.

® On customs regulation in the Russian Federatiegterfal law of the Russian Federation
from November 27, 2018 311 // Collection of Legislative Acts of the RumsiFederation. —
2010. —Ne 48. — Item 6252;

On state regulation of production and circulatmfnethyl spirit, alcoholic and spirit-
based production: federal law of the Russian Feiderdrom November 22, 1998 171 //
Collection of Legislative Acts of the Russian Fediem. — 1995. Ne 48. — Item 4553;

On excise marks for alcoholic products marks: oroe Government of the Russian
Federation from July 27, 201Re 775 // Collection of Legislative Acts of the Ruemsi
Federation. — 2012. No 32. — Item 4562;

On features of marks of some types of alcoholodpcts by federal special marks and on
alteration in some acts of Government of the RusBiederation: order of Government of the
Russian Federation from June 16, 20D 593 [Electronic resources] // URL:
http://www.pravo.gov.ru.
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internal taxes, and therefore are regulated noy d@ak, but also the customs
legislation.

ELEMENTS
TAXPAYERS

Taxpayers can be classified on juridical and actual
Subjects de jurare — organizations; natural persons (item 17BGR).
Subjects de factare — persons who actually at own expense pagexaxes.

OBJECT OF TAXATION

Object of taxation is transactions with the by-ercgoods and production (i.e.
sale, transfer, importation on customs territorytted Russian Federation and etc. —
item 182 of TCR).

TAX BASE

Tax base are (depending on the type of objectxattitan):
*Volume of the realized or devolved goods (prodorc}i
*Cost of the realized either devolved goods anddpction).

TAX RATES

Tax rates depend on the tax base type, are sgknifile special table (item 193
of TCR) and are uniform in all territory of Russia.

If tax base isvolume(for example: one litre of waterless ethyl spidhe kg of
tobacco, one ton of automobile gasoline etc.pieces(for example, cigars — one piece)
or engine power the tax rate is established in a fixed quaofitponey (i.e. in rubles).

If the tax base isost(for example, for natural gas), the rate is fikegercentage.

TAX PERIOD
The tax period is calendar month.
CALCULATION and PAYMENT PROCEDURE

The scale of the concrete excise tax is estimaadxabase multiplication on each
type of the goods (production) on the conformingrége with the subsequent addition of
all got sums, with giving of the tax declaratioral€@ilation of the sum of excise taxes is
realized by the juridical payer of the excise tmd the actual payer pays.

At moving by natural persons of the by-excise goowsnded for personal,
family, house and other needs not connected wisinbas — the procedure of payment
of the excise tax in connection with moving of teods through territory of the
Russian Federation and other territories whichusger its jurisdiction, is regulated
by thecustoms legislatian

TAX PRIVILEGES

The tax legislation analysis allows emphasizotgject privileges in the form of
exceptions and deductions (items 183, 200-201 dR)TExample ofexceptionsdo
not liable to the taxation — gas cap repressurngniderground storage; realization in
Russian Federation natural gas for personal consmpo natural persons etc.
Example ofdeductionsare deducted from tax base and it is reducecéyatlvance
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sums paid at acquisition of excise marks on thexwnise goods, liabling to obligatory
marks.

11.3. Value-added tax

The tax is established by TEMBesides, VAT on customs classification is related
to the internal taxes, and therefore are regulatécbnly tax legislation, but also the
customs legislation. Definition of the tax is naioposed by the legislation and
therefore it is deduced from the content of chapieof TCR.

Value-added tax (VAT)s the indirect federal tax charged on the adaestl.

Constitutional Court of the Russian Federdtibas defined VAT as the margin
between cost of the realized goods, works and ces\and cost of the material inputs
which have been related to production costs anditbalations. At that the Court has
underlined, that the tax, being the withdrawal fomthe budget of a part of the value
added formed on all phases of production, is amenttax (i.e. tax on consumption),
because — realization of the goods (works, seryitesealized under the prices
(tariffs) increased the sum of tax on value added] the burden of its payment,
accordingly, lays down on the purchaser of the gdaabrks, services).

To the purchaser, in turn, is given the right tduee own obligation on payment
of the tax by tax deductions at a rate of the stinthe tax presented to him by the
seller to payment at realization of the goods (wpdervices). At that to payment in
the budget following the results of the tax periathle negative margin between the
sum of tax deductions and the sum of this tax ed#éch by the taxpayer on
transactions declared by object of taxation. Aa pmsitive margin — it is compensated
from the budget to the taxpayer.

VAT is enlisted in the federal budget that redubesiness solvency of other
subjects. In this connection, O.N. Gorbunova belg\that the local self-government
cannot live only at the expense of central finagcias the state is not capable to
consider all expenses of subordinate links of btaigesystem and completely to
ensure their by financial resources. Therefore dhéhor justly (in our opinion)
proposes to enlist VAT in budgets of different liste

ELEMENTS
TAXPAYERS

Taxpayers can be classified on juridical and actual

Subjects de jurare — organizations; natural persons (item 14BGR).

Subjects de factare — persons who actually pay VAT at acquisitbthe goods,
works, and services or at importation of the goads territory of the Russian
Federation and other territories which are undgjuitisdiction.

OBJECT OF TAXATION

Object of taxation is transactions with the goodsrks and services.

! Chapter 21 — is put into operation since 1/1/2@@1federal law of the Russian
Federation from 8/5/2008 117 [Electronic resources] // URL: http://www.poagov.ru.

2 Ruling of Constitutional Court of the Russian Fedien from June 3, 2014e 17
[Electronic resources] // URL: http://www.pravowgal.

% Gorbunova O.N. Revisiting the efficiency of usiN@T (Value Added Tax) // The
Financial Law (journal). — 2015.Ne 12. — Pp. 9-11.
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TAX BASE

Tax base of VAT (if to analyze the appellation lné tax and conforming rules of
tax law) is the value added. Its definition in sant in TCR and is deduced from the
content of the items regulating tax base.

Value addedVA) — is cost of the goods, works and servicddniginto account
of excise taxes (for the by-excise goods) withoAf\nclusion.

For example, goodsosttaking into account excise taxes = 1000 rbl.

In this case VA = 1008 VAT rate.

Hence, if the VAT rate = 18%, the value added =180

However we have proposed an ideal variant whenisastcumbered by nothing
(for example, the previous transactions with thedgoin which cost VAT was already
put). In other words, there are peculiarities ginfjj of tax base on some transactions —
and they are regulated by items 154-162 of TCR,walf as the decrees of
Government of the Russian Federatibased on TCR.

The disputes connected with correctness of fixfrigobase, are not infrequently
transferred to Constitutional Court of the Russid®deration. For example,
Constitutional Court has declared as provisionutfpgragraph 4 of point 1 of item
162 of TCR mismatching Constitution of the Russtaderatioh

Thereforewe come to conclusidhat because of having of every possible feature,
to count value added expediently by qualified aldilg experience accountants,
instead by lawyers.

TAX RATES

Tax rates depend on object of taxation (items 1&E-df TCR).
The rate of 10% — is used at realization of thel&boffs, goods for children etc.
Concerning other transactions the rate = 18%.

TAX PERIOD
The tax periods one quarter.
CALCULATION and PAYMENT PROCEDURE

The duty of calculation of VAT is assigned to theidical payers who are
realizing concrete transaction. The juridical payeist to give to tax authority the tax
declaration under the form fixed by the conformdegree of the Ministry of Finance
of the Russian Federation.

Actually, VAT is paid by the consumer of the goodsrks and service®e jure
andde factosubjects can be in one person — at importatidheofyoods on territory of
the Russian Federation and other territories warehunder its jurisdiction.

TAX PRIVILEGES

(Items 149-150, 165, 170-172 of TCR)

The analysis of the legal norms of TCR allows emsptiag object privileges in
the form of exceptions and deductions.

! Rossiiskaya Gazeta. — 2001. — On August 29.
2 Ruling of Constitutional Court of the Russian Fedien from July 1, 2015V 19 //
Rossiiskaya Gazeta. — 2015. — On July 10.
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Exceptions

TCR provides thdist of the transactionsvhich are not assessed by VAT, which
is concretized by Government of the Russian Feiderat

To the transactions is realization:

*Funeral accessories — i.e. funeral nimbus, coffirgath, cliche on a tomb €tc.

*Things of religious designation — i.e. religioitetature eté.

*Lenses and spectacle frarfies

*Means for invalids — i.e. canes, crutches, heaaiidg, armchairs-carriages étc.

*Medical services to the population on diagnostmgventive maintenance and
treatment, irrespective of the form and sourcéeirtpaymerit

By VAT also are not assessed consumable matemalsdientific researches
(laboratory animals, spirit butilovyj etc.) whichaogues are not made in the Russian
Federatioh

Deductions

From tax base are deducted and it reduce:

*Sums of VAT withheld at foreign taxpayers, not s@ting on the registration in
tax authorities of the Russian Federation, whichehaalized the goods, works and
services — provided that all sum of VAT from themfull volume is paid by tax
agents — buyers (items 161, 171 of TCR).

*Sums of taxes estimated by the payer from the somsdvance or other
payments, received on account oncoming delivefiéiseogoods (item 171 of TCR).

! On customs regulation in the Russian Federatietterfal law of the Russian Federation
from November 27, 2018 311 // Collection of Legislative Acts of the RussiFederation. —
2010. —Ne 48. — Item 6252;

On the approval of the list of the medical goodhjcl realization on territories of the
Russian Federation and which importation on tawitof the Russian Federation and other
territories which are under its jurisdiction, da tiable to levy (are exempted from levy) by the
tax on value added: order of Government of the RasSederation from September 30, 2015
Ne 1042 [Electronic resources] // URL: http://www.poagov.ru.

2 Order of Government of the Russian Federation fioiy 31, 200INe 567 [Electronic
resources] // URL: http://www.pravo.gov.ru.

% Order of Government of the Russian Federation fitench 31, 200Ne 251 [Electronic
resources] // URL: http://www.pravo.gov.ru.

* Order of Government of the Russian Federation fitamch 26, 200INe 240 [Electronic
resources] // URL: http://www.pravo.gov.ru.

® Order of Government of the Russian Federation fidetember 21, 2000t 996
[Electronic resources] // URL: http://www.pravo.gay

® Order of Government of the Russian Federation fidetember 21, 2000t 996
[Electronic resources] // URL: http://www.pravo.gay.

" On the list of consumable materials for the sdfientesearches which analogues are not
made(realized) in the Russian Federation which magion on territory of the Russian
Federation and other territories which are undejutisdiction, does not liable to taxation on
value added: order of Government of the Russiarefegidn from October 24, 201 1096
[Electronic resources] // URL: http://www.pravo.gay.
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Zero rate of VATitem 165 of TCR)

For example, the zero rates are used at realizafitme goods (works, services)
for official use by international organizations &hdir representative offices, realizing
activity in territory of the Russian Federation

Disputes on zero rates not infrequently are comsalby Constitutional Court of
the Russian Federation. So, it has fixed, thatipiav of paragraph 5 of subparagraph
2 of point 1 of item 165 of TCR supposes excessiterference of the state in sphere
of economic activities and does not be respongiblerinciples of justice, equalities
and proportionalit:

11.4. Tax on gambling industry

The tax is established by T&Rnteracting with other legislatidnit is enacted by the
law of the Subject of the Russian Federatidine organizers of gambling games are can
be exclusively juridical persons, registered imitiaty of the Russian Federation. Cost of
pure actives of the organizer of gambling gamemduall period of realization of activity
on the organization and realizing of gambling gacamot be level less established by
the law. The actives provide financial stability afgambling institution. Thus for the
purpose of protection of the rights and legitimaterests of participants of gambling
games activity on the organization and realizingarhbling games in bookmaker office
or a totalizator is supposed only at presenceeit tiganizer of éank guaranteef
execution of obligations to participants of the géing game$

Under the law, gambling institutionseXcept for bookmaker offices and
totalizaton) can be open exclusively in gambling zones initteies of following
Subjects of the Russian Federation: Altay Kraym@rsky Krai, Kaliningrad Oblast,
Krasnodar Kray, Sochi and the Republic Crimea. IReabrks on the organization of
a gambling zone have begun in lawful term onlyhie Krasnodar Kray. It is «Azov-
city» zone. According to experts, realization o fbroject for formation of «Azov-
city» gambling zone provides by 2022 receipt in drtd of different levels of
procedure of 198 billion rubles of tax paymén®nly after many years have been
constructed gambling zones «Siberian Coin» in Akagy’, «Tiger de Cristal» in

! Order of Government of the Russian Federation fioig 22, 2006Ve 455 [Electronic
resources] // URL: http://www.pravo.gov.ru.

2 Ruling of Constitutional Court of the Russian Fredien from December 23, 200@ 20
[Electronic resources] // URL: http://www.pravo.gay

% Chapter 29 — is enacted 1/1/2004 by federal lawthef Russian Federation from
12/27/2002Ne 182 [Electronic resources] // URL: http://www.poagov.ru.

“ On activity state regulation on the organizatiod aealizing of gambling games and on
alteration of some acts of the Russian Federateateral law of the Russian Federation from
December 29, 2008: 244 // Rossiiskaya Gazeta. — 2006. — On Decenther 3

®> On tax on gambling industry: law of Primorsky Kriigm November 6, 2008 75: it
enacted by Legislative Assembly of Primorsky Krag ©@ctober 22, 2003 [Electronic
resources] // URL: http://www.primorsky.ru/

® The paragraph operates in editorship of Fedemaldathe Russian Federation from
October 16, 20120 168 // Rossiiskaya Gazeta. — 2012. — On October 19

" Karasev |. Rates are made // Rossiiskaya Gaz&@16- — On January 20.

8 Kuznetsova T. Ring of «Siberian coin» // Rossijsk&azeta. — 2014. — On November 18.
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Primorsky Krat and others. Tax on Gambling Industry fills up betdgy funds (this
tax we consider in especial part of our schoolbook)

On the logic (as it is question business) — incoffnesy a gambling business
should be object of taxation. But in the tax systdraady is available taxes on income
(i.e. organization profits tax, individual incomaxj. Besides, true incomes from a
gaming cannot be controlled.

Hence, the tax on gambling industry is a tax onldtentincomeand for it does
not approach the direct taxation. To underlioendaboutnessf the tax, its object in
the appellation is specified as business, i.eviagtiAt that in the TCR text are
uniquely fixedbbjects of taxation and tax base.

Definition of the tax is not proposed by the lavddherefore is deduced from the
content of chapter 29 of TCR.

Tax on gambling industry (TGIl)is the indirect regional tax on business in
gaming sphere. Thgambling industryis understood as the business connected with
extraction by businesspersons of incomes in the foi winnings and (or) payment
for carrying out of the gambling and (or) bet, hming realization of the goods
(property rights), works or services. Functionsdavelopment of a state policy and
normative-legal regulation in gambling industry sph realize Minfin of Russia
Federal Tax Service is had by gambling industrgriging.

ELEMENTS
TAXPAYERS

Taxpayers — are the organizations which are putimig practice business in
sphere of a gambling industry.

OBJECTS OF TAXATION

Objects of taxatiorare theconcrete placesf realization of a gambling industry,
namely:

*Gambling-table

*Game machine

*Totalizator processing centre

*Processing centre of bookmaker office

*Receiving centre of rates of totalizator

*Receiving centre of rates of bookmaker office

Definitions of the listed objects were proposedliearin item 364 of TCR,
however then the FL-319 from 11/16/2011 has lefy aefinitions of the gambling
industry and game field. Definitions of other oltfeis primary it was interpreted any
way (to pleasure of violators), but then have apgekan the FL-244.

The FTS test a technical condition of gaming eqepmaccording to the
administrative provisioh

! Drobysheva I. Dzhekpot on-primorski / Rossiisk@azeta. — 2015. — On January13.

2 Order of Government of the Russian Federation fidecember 21, 20052 793 //
Rossiiskaya Gazeta. — 2005. — On December 27.

3 Administrative provision of discharge by FederaixTService of the state function on
inspection of the technical condition of gaming ipgquent: it is confirmed by the decree of
Minfin of Russia from October 11, 2018 128 // Bulletin of statutory acts of federal
enforcement authorities. — 2012Ne-24.
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Feature of the object of taxation is that for ti@ations connected with it the tax
responsibility is established in chapter 29 of TBR, is not established by part first of
TCR.

TAX BASE

Tax base is the total of conforming objects of taxaon each type of object.
For example, tax base — is quantity (amount) of gydields on one gambling-
table.

TAX RATES

Tax rates depend on the type of object of taxadiwth are established in the fixed
quantity of money for object unit. Limiting scalektax rates are fixed by item 369 of
TCR (for example, for one receiving centre of raiéa totalizator is from 5 000 to 7
000 rubles). The concrete rate is established dyebional law.

TAX PERIOD
The tax period is calendar month.
CALCULATION and PAYMENT PROCEDURE

The payer independently estimates sum of tax, plyitig tax base on each
object of taxation on the rate for each object.

The tax declaration represented in a lawful dat@¢ginto account to change of
guantity of objects of taxation for expired taxipdr

Tax payment is realized following the results @& thx period in the lawful date.

Peculiarities of calculation and tax payment, daresspecified in items 370-371
of TCR.

TAX PRIVILEGES
Tax privileges are not provided by the legislation.
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Section III. SYSTEM OF DUES

Chapter 12. DUES AS THE TAX SYSTEM PART

12.1. Dues for use by objects of fauna and forhysebjects of water biological
resources.

12.2. State Duty.

12.3. Sales due.

12.1. Dues for use by objects of fauna and for use by objects of water
biological resources

These dues are established by TGReracting with other legislatiénDefinition
of the dues is not proposed by the legislationthedefore it is deduced by the content
of chapter 25.1 of TCR.

Dues for use by objects of fauna and for use byemt$ of water biological
resourcesare direct federal dues for use by objects of daueis extraction and (or)
catching.

ELEMENTS
PAYERS

Payers — are organizations and natural personsviregein accordance with
established procedure thermiton use by objects of fauna in territory of the Rarss
Federation, as well as on use by objects of watdodical resources in the — internal
waters, territorial sea, continental shelf of thesan Federation, exclusive economic
zone of the Russian Federation, Azov, Caspian,Bar@eas and around archipelago
Spitsbergen.

The care of environmental protection and ecologisalety (as it requires
Constitution of the Russian Federation) does mtifyi full refusal of use of natural
resources at employment by the entrepreneurial cdhdr economic activities not
forbidden by the law. Hence, the legislator shdiiddan optimum legal regime of
hunting, considering objective peculiarities of lizgtion of various types of this
activity and simultaneously excluding unfair conith@t possibility. Convention of

! Chapter 25.1 is put into operation by federal lafvthe Russian Federation from
11/11/2003\e 148 [Electronic resources] // URL: http://www.poagov.ru.

2 On fishery and preservation of water biologicalowrces: federal law of the Russian
Federation from December 20, 2004 166 [Electronic resources] // URL:
http://www.pravo.gov.ru;

On hunting and preservation of the hunting resaies® on alteration in some legislative
acts of the Russian Federation: federal law of Russian Federation from July 24, 2009
Ne 209 [Electronic resources] // URL: http://www.poagov.ru;

On measures on ensuring of realization of commitmeri the Russian Federation,
contextual Convention on international trade inetypf the wild fauna and flora, being under
the threat of disappearance, from March 3, 1973)ceming sturgeon fishes: order of
Government of the Russian Federation from Septengiir 2005 Ne 584 [Electronic
resources] // URL: http://www.pravo.gov.ru.
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U.N.O. on a Biological Variety speaks about the esgiRio de Janeiro, on June 5,
1992). Hence, legal regulation in the field of hngtand preservation of the hunting
resources should guarantee compliance of balanosgesésts of subjects of hunting-
economic activity (since it is connected with ihce on fauna and other natural
resources) and interests of the person and a goa&ta whole in ensuring of
ecological well-being

OBJECTS

Objects of levy are the objects of fauna and objettwater biological resources
according to the lists established by item 333.20R.

BASE

The base is not separately emphasized by TCR anefftine it defined by us.
Base of lewyis thetype of object of levy

RATES

Due rates depend on the type of object aralfixed in rublegor each objecin
special tables (item 333.3 of TCR).

Examples:

*Kosulja, wild boar, kabarga, lynx, glutton — 456 fa piece

*Sable, otter — 120 for a piece

*Pollack of Sea of Okhotsk — 3 500 for ton

*Halibut — 3500 for ton

PERIOD
The due period is from the moment of the demandi$et
CALCULATION and PAYMENT PROCEDURE
(Items 333.4-333.7 of TCR)

Payers:

1) Due sum for use by objects of fauna pay at pgemiiving on use by objects
of fauna;

2) Due sum for use by objects of water biologiedaurces pay in the form of
single and regular inpayments.

Payment of due for use by objects of fauna is zedliby payers at the place of
locations of the body which has given the permitisa by objects of fauna.

Payment of due for use by objects of water biolalgiesources is realized:

*By payers — physical persons (except for individbasinesspersons) — at the
place of locations of the body which has given pieemit on use by objects of water
biological resources;

*By payers — organizations and individual businesspns — at the place of the
registration.

The sums of dues for use by objects of water bickdgesources are enlisted into
accounts of bodies of Federal Treasury — for thelrsequent distribution according to
the budgetary legislation of the Russian Federation

! Ruling of Constitutional Court of the Russian Fedien from June 25, 2018e 17
[Electronic resources] // URL.: http://www.pravo.gay.
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The bodies giving the permit on use by objectsaninf and water biological
resources, in the lawful date adduce in tax auflesrat the place of the registration of
data about the — paid permits, due sum under earchitpand due payment dates.

Organizations and individual businesspersons whaealizing use by objects of
fauna and objects of water biological resourceseuride permit, in the lawful date
adduce in tax authority at the place of locatiohdhe body which has given the
permit, data about the — received permits, sunatief and sums of actually paid dues.

PRIVILEGES

Privileges terminologically are not emphasized, &ttually are available in the
form of subject conditional privileges (item 3332TCR).

So, objects of fauna and objects of water bioldgesources, use with which are
not objects of levy are realized:

*By representatives of the radical small peopl¢hef North, Siberia and Far East
Russian Federation for supply of personal needglgurthe list approved by
Government of the Russian Federation);

*By persons who are not related to the radical bpedple, but constantly live in
places of their traditional residing and traditibm@onomic activities — for which
hunting and fishery are the subsistence basis.

12.2. State Duty

CONCEPTION OF DUTIES

The overall definition of the duty is not propodeg the law and therefore it is
deduced from the effective legislation content.

Duty is the type of dues for fulfilment of legally sifioant actions. Thus, duties
it is possible to refer tdues on activity, i.e. to indirect paymeributies are classified
by various criteria.

Types of duties on levy bodies:

*Duties levied by notarial bodies.

*Duties levied by bodies of the REGISTRY OFFICE.

*Duties levied by judicial bodies.

*Duties levied by customs bodies.

*Other lawful duties.

Types of duties on use sphere:

*State Duty.

*Customs duty.

*Other duties.

Only State Duty is included into tax system.

General features of duties:

*Duty is individual due since it is levied from tlsencrete person.

*Duty is levied in connection with services of publaw character and is
conditional by realization of the functions by astgte body.

*Purpose of levy of the duty and its content do ecmiticide. The purpose of levy
of any duty is the compensation of costs of thefamomng recoverer. Actually the
duty scale exceeds the expenses connected witheterservice.

*Rates of duties do not depend on solvency of tagepTCR provides cases of
release from the duty, and deferments or instalmefitpayment of the duty.
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Therefore even the insolvent person can proteletviful cases the rights without duty
payment.
*QOther features.

STATE DUTY

It is established by TCRinteracting with other legislatiénDefinition of the
duty is not proposed by the legislation and theeefois deduced by the content of
chapter 25.3 of TCR.

State Duty (SDJs indirect federal due for fulfilment by lawfuepsons of legally
significant actions.

State Duty is unique and sufficient payment fofiliment of conforming legally
significant actions by authorized body, and (unlike tax) has feature @fidividual
onerousnessruling of Constitutional Court of the Russian Eeation from February
28, 2006Ne 2, determinations of Constitutional Court of thasBan Federation —
from March 1, 200 Ne 326, from December 16, 2008 1079, etc.).

At the same time State Duty is the specific kindpablic financial payments,
which scale not necessarily should be equivaleekpenses.

State Duty is fixed by the federal legislator basedprinciples of justice and
proportionality, for the purpose of ensuring of theblic orderliness in concrete
sphere of public relations, as well as proceedivgfcharacter of the rights which
realization contacts necessity of payment of Satiy. At that the issue about in what
cases State Duty liable to refund, also is solwedhke federal legislator — within the
limits his discretions and with compliance of ttamstitutional requirements to lawful
establishing of taxes and ddes

ELEMENTS
PAYERS
Payers of State Duty are any interested organizatod natural persons.
COLLECTORS

Collectors of State Duty are the bodies authorlzethe law:
*Courts.

*Registering bodies.

*Licensing bodies.

*Bodies formalizing and giving the documents.

*Other lawful bodies and officials.

! Chapter 25.3 — is put into operation since 1/1%20§ federal law of the Russian
Federation from 11/2/2004 127 [Electronic resources] // URL: http://www.poagov.ru.

2 Arbitral Procedure Code of the Russian Federatifeuteral law of the Russian
Federation from July 24, 200%. 95// Collection of Legislative Acts of the Russian
Federation. — 2002. Ne 30. — Item 3012;

Code of Civil Procedure of the Russian Federatiederal law of the Russian Federation
from November 14, 200R. 138 // Collection of Legislative Acts of the RumsiFederation. —
2002. —Ne 46. — ltem 4532;

The legal acts specified iNe 127-FL from 11/2/2004 [Electronic resources] // lUR
http://www.pravo.gov.ru.

% Ruling of Constitutional Court of the Russian Fedien from May 23, 2013\ 11
[Electronic resources] // URL: http://www.pravo.gay
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OBJECTS

Objects of levy are legally significant actions:
*Applications, complaints, addresses in courts.
*Notarial actions.

*Registration actions.

*License actions.

*Other lawful actions.

BASE

Base of levy is the type of legally significantiant
Examples are: statement of claim in court of propeharacter or non-property
character; registration of the real estate or cegjistration etc.

RATES

State Duty rates depend on base of levy.

Rates are established in the fixed quantity of njoaed in percentage of its
excess over the base price. Besides, the rate saalalepend on the type of the
addressee (i.e. arbitration court or general jiciszh court, notariate etc.).

PERIOD
The due period iffom the moment of the demand for legally significaction.
PROCEDURE and PAYMENT DATES

Duty calculation is realized by the payer.

SD on a general rule is paid in non-cash (for ogdions) and cash (for natural
persons) the form, as a rule, before fulfilmentegfally significant actions, but at the
place of their fulfilment. Exceptions of the rulacbe established only by TCR.

At that SD payment dates are established by TCRerd#ipg on the type of
legally significant actions. The control of paymehSD is realized by tax authorities.

TCR provides casesf refundof SD (for example, at the — overpayment, refusal
in acceptance of the statement of claim etc.).

Refund of SD is put into practice under applicatidthey are given in tax body)
with the appendix of the original of the paymentuiment and the document which is
the ground for refund of SD (for example, courtedtination on State Duty refund).

For non-payment or inadequate payment of SD sarstare not established,
since at the addressee of SD in this case is aibfitgsnot to realize legally
significant actions, i.e. the interested persorighes itself.

PRIVILEGES

Privileges under SD can be classified on the stibpdject and specific.

Example of subject privileges isxemption from SD of consumers under claims
on protection of rights of consumers. In this cds®emain thing, that the claimant is
theconsumer

Example of object privileges :isexemption from SD under requirements,
contextual labour relations. Here the main thingoigect of dispute (i.elabour
relationg, instead of the type of the applicant.

Example of specific privileges :ideclarative privileges, i.e. the privileges
received under the application of the person inneation with his property status.
Their peculiarity consists that giving of privilegaelepends actually not on legal
norms, and fromvill of the addresseef State Duty.
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12.3. Sales due

Sales Due is established by TCRefinition of the due is not proposed by the
law, and therefore it is deduced from the effectagislation content.

Sales due (TD)is indirect local due for trading activity realimn. The due is
enacted and stops to operate according to TCR hynaiive legal acts of
representative bodies of municipal unions, ans @hligatory to payment in territories
of these municipal unions. Moscow, St.-Petersbund &evastopol are equal to
municipal unions with the purpose of Sales Due. dities put into operation the due
by the laws. These cities have begun use Salebptree first.

ELEMENTS
PAYERS

Payers are the organizations and individual buspersons who are putting into
practice the types of business in territory of noip@l union. The registrations of
payers are realized based on notices of the pdiykreoto the tax authority.

OBJECT

Object of levy isuse of the object of movable or real estate folizai@on by the
payer of the due of the type of business, concgrmihich is established the due, at
least once within a quarter.

Commerce types as well as activity on formationhef retail markets are related
to the business types, concerning which due ibkstied.

BASE

The term «base of levy» is absent in chapter 3BGR, but actuallybaseis (in
our opinion) that on what is multiplied the ratedofe — i.e. it is actual significances of
the physical characteristic of conforming objectedlization of commerce.

PERIOD
Levy period is quarter.
RATES

The due rates are established by normative ledal afc municipal unions in
rubles for a quarter counting on object of realarabf commerce or on its area.

At that on a general rule, the rate of due canroeed the computed sum of the
tax, liabling to payment in the conforming munidipaion in connection with use of
patent system of the taxation based on the patetihe conforming type of activity
given for three months.

At that the rate of due cannot exceed 550 ruble$ sguare metre of the area of
the retail market. This rate liable annual indexation the deflator coefficient
established for conforming calendar year. Normatagal acts of municipal unions
can establish the differentiated rates of due ddipgron the — territories of realization
of concrete type of trading activity, category dfetpayer of due, features of
realization of some types of commerce, as welleasures of objects of realization of
commerce. At that the rate of due can be lowereid zpro.

! Chapter 33 — is put into operation since 1/1/2®i5federal law of the Russian
Federation from 11/29/2014 382 [Electronic resources] // URL: http://www.poagov.ru.
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CALCULATION AND PAYMENT PROCEDURE

On a general rule, the due sum independently é&lfby the payer for each object
of levy — as multiplication of the rate of due cenung to the type of business and the
actual value of the physical characteristic ofdbgct of realization of commerce.

Due payment is realized in the lawful date.

PRIVILEGES

From due payment on business types are exempteddiedual businesspersons
practicing patent system of the taxation and thgagers practicing the uniform
agricultural tax with use of the conforming objectsnovable or real estate.

THE LITERATURE LIST

Include basic sourceglook chapter 1)and:

Special literature

Gureev V.l.Concept and distinctive attributes of the tax,,diigty // The State
and law (journal). — 2005. — Pp. 49-54.

Legal acts

Arbitral Procedure Code of the Russian Federatiederal law of the Russian
Federation from July 24, 2002 95// Collection of Legislative Acts of the Russian
Federation. — 2002. Ne 30. — Iltem 3012.

Code of Civil Procedure of the Russian Federatfederal law of the Russian
Federation from November 14, 2002 138 // Collection of Legislative Acts of the
Russian Federation. — 2002Ne-46. — Item 4532.

On fishery and preservation of water biologicaloteses: federal law of the
Russian Federation from December 20, 2804L66 [Electronic resources] // URL:
http://www.pravo.gov.ru.

On hunting and preservation of the hunting resauered on alteration in some
legislative acts of the Russian Federation: federalof the Russian Federation from
July 24, 200Ne 209 [Electronic resources] // URL: http://www.poagov.ru.

On measures on ensuring of realization of commitmeof the Russian
Federation, contextual Convention on internatidnadle in types of the wild fauna
and flora, being under the threat of disappearainos) March 3, 1973, concerning
sturgeon fishes: order of Government of the RusBiteration from September 26,
2005Ne 584 [Electronic resources] // URL: http://www.poagov.ru.

Juridical practice

On case of constitutionality tesf point 1 of item 333.40 of Tax Codes of the
Russian Federation in connection with the complafritimited responsibility society
«Vstrecha»: Ruling of Constitutional Court of thesRian Federation from May 23,
2013Ne 11 // Rossiiskaya Gazeta. — 2013. — On May 31.

On case of constitutionality test parts 3 of item 71 of Federal law «On hunting
and on preservation of the hunting resources arglteration in some legislative acts
of the Russian Federation» in connection with inguwf Supreme Court of the
Russian Federation: ruling of Constitutional Cooftthe Russian Federation from
June 25, 20158k 17 // Rossiiskaya Gazeta. — 2015. — On July 10.

186



Chapter 13. DUES WHICH ARE NOT ENTERING
INTO TAX SYSTEM

13.1. Conception of specific dues.

13.2. Special duties.

13.3. Ecological inpayments.

13.4. Dues and payments in merchant shipping aridtemal water transport.

13.1. Conception of specific dues

Specific duesare complex of dues and other obligatory paymesish are not
included in tax system of the Russian Federationitlzan be objects of taxation as types
of income, or it can be used with the purpose ohé&ion of tax privileges, or are fiscal
incomes of the budget. Sometimes it is named —sigaees. In our opinion, similar
terms are unsuccessful because of their artifigialid inconvenience of perception.

Let's result one indicative example: in 2014 specdues have exceeded
700 billion rubles. It almost five times more thitue scale of anti-recessionary fund in
the budget-2016 and more than twice is more tharstim intended in it on crediting
of regions. At the same time these payments bedounden for the enterprises.
Experts say that it can grow to one percent ofghess domestic product. In this
connection correctly (in our opinion) it is offereéd form the register of nontax
payments, as well as to pass the base law on sychemté.

Let's consider specific dues on sphere of their use

EXECUTION FEE (EXECUTION DUE)

Execution fee is money, raised from the debtor. Tdte of the due is seven
percent from the debtor property. If execution pexting is stopped on exonerative
causes (for example, at cancellation of the jutliact as illegal), Federal Bailiff
Serviceis obliges to return to the former debtor the ekecufee and all expenses.
Execution fee in full volume is pay in the fedesablget.

DUES AND PAYMENTS IN SPHERE OF RENDERING OF HOUSANG-
MUNICIPAL SERVICES

(Payments for the gas, water, warmly, electric poete.)

There are established by suppliers of the servi@s a rule, there are
monopolists). Monopolists regularly increase théfsawhich scale often mismatch to
laws of economics and quality of services.

INPAYMENTS ON MAJOR REPAIRS OF THE GENERAL PROPERTY
IN AN APARTMENT HOUSE

The proprietor of the premise (room) in an apartnheuse must to bear expenses
on the maintenance of the premise (room) belontprity as well as to participate in
expenses on the maintenance of the general profergn apartment house in
proportion to the participatory share in the rigiitthe general property on this

! Fat’kina L.P. Tax law. Course of lectures: the uwsn— M.: Book World publishers,
2010 [Electronic resources] // URL: www.kmbook.ru.

2 Panina T. Dues on centesimal // Rossiiskaya Gaze&t@15. — On December 20.

% On execution proceeding: federal law of the Rus$iaderation from October 2, 2007
Ne 229 // Collection of Legislative Acts of the RassiFederation. — 2007 Ne 41. — Item 4849.
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property —by enteringof the paymentor the maintenance of a residential unit and
inpayments on major repaigem 158 of Housing Code of the Russian Fedanatio
According to item 179 of Housing Code of the Russkederation, the resources
received by the regional operator from proprietore at homegan be used on
returnable basis for financing of major repairs tfe general property in other
apartment housedJnfortunately, Constitutional Court of the Russkederation has
declared such provision of item 179 (in our opinittris absolutely unconstitutional)
not conflicting to Constitution of the Russian Fedion-.

HEAT-RECOVERY DUE

Heat-recovery dués nontax incomeof a federal budget (item 51 of Budgetary
Code of the Russian Federation) and it is intenfigdensuring of recycling of
transports. It is put into operation by the fedéaaf; however concrete requirements
are established by Government of the Russian FeéalgtaThough the due is not
included into tax system — its administration isigged to FTS of Russia. Heat-
recovery due is object of scientific researéhes

Payers of heat-recovery daee persons, which:

*Put into practice importation of transports (chs)sg Russian Federation;

*Realize production, manufacturing of transportdagsis) in territory of the
Russian Federation;

*Have bought transports (chassis) in territory foé tRussian Federation at the
persons who not paying or have not paid heat-regaige.

ROAD DUES

Road dues- are complex of payments (except for taxes) lidg purpose of
formation of road funds. Road funds are regulate®ibdgetary Code of the Russian
Federation which has been added by item 179.4 «Rmais?.

There are:

*Dues for journey of the vehicles registered in territories of tloeefgn states —
on highways in territory of the Russian Federatidn. such states are related to
Germany, Poland, Latvia, Lithuania, &tc

1 On case of constitutionality test of provisionspeirt 1 of item 169, parts 4 and 7 of
items170 and part 4 of item 179 of Housing CodthefRussian Federation in connection with
inquiries of groups of deputies of State Duma:ngilof Constitutional Court of the Russian
Federation from April 12, 2018e 10 [Electronic resources] // URL: http://www.pragov.ru.

2 Collection of Legislative Acts of the Russian Fedien. — 1998. Ne 26. — Item 30009.

% On heat-recovery due concerning the wheel tramsord chassis and on alteration in
some acts of Government of the Russian Federatiecree of Government of the Russian
Federation from December 26, 20481291 // Collection of Legislative Acts of the Riass
Federation. — 2014. N 2. — Item 115;

On heat-recovery due concerning self-propelled eerd (or) trailers to them and on
alteration in some acts of Government of the RusBrderation: decree of Government of the
Russian Federation from February 6, 20MNs 81 [Electronic resources] // URL:
http://www.pravo.gov.ru.

* Reut A.V. Fiscal and regulating(adjusting) funosoof heat-recovery due // The
Financial Law (journal). —2013.Ne 3.

® Federal law of the Russian Federation from Apri2611Ne 68 // Rossiiskaya Gazeta. —
2011. — On April 8.

® On due for journey of the vehicles registered émitory of the foreign states, on
highways of the Russian Federation: decree of Gouent of the Russian Federation from
December 24, 2008 1007 // Collection of Legislative Acts of the Rizss Federation. —
2009. —Ne 2. — Item 216.
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*Pay on account compensation of the harmaused to highways of federal
significance by the means of transport, transpgrtiveavy and (or) large-sized
cargoes;

*Pay on account compensation of the hareaused to highways of the general
use of federal significance by the means of trarispaving the assented maximum
weight over 12 tons;

*Pay for rendering of servicesn joining of objects of road service to highways
of the general use of federal significance.

In this connectionConstitutional Court of the Russian Federation magiced
that the maintenance of highways of general udedsfral significance at the expense
the resources charging in the federal budget irtythe of tax, dues and other public-
law payments — does not exclude possibility ofipgton of the duty on additional
financing of road activity on subjects, which mastensively maintain highways,
receive the direct economic gain from their develept and at the same time it
essential accelerate deterioration of a road cldtius, the pay on account harm
compensation should be qualified not as the taxiu®, and as obligatory public
individually-compensated payment of compensataydi charactér

DUES AND PAYMENTS ON A TRANSPQRE. water, railway, air, automobile
etc.)— are regulated by some normative legal acts andnatediscussed in our
schoolbook.

OTHER SPECIFIC DUES are discussed in following paragraphs of the theme.

From all above-statedt is possible to draw the conclusiothat in Russia
actually are two tax systems:

*Tax system by TCR;

*Tax system which is camouflaged under privateuiaace, customs etc. and
renders at that still big than tax, oppressionh@ gopulation without effective legal
measures of protection against such system.

In the subsequent paragrapbsour schoolbook we place for consideration most
specific dues — special duties, ecological inpaysjedues and payments in the
merchant shipping and on internal water transport.

13.2. Special duties

The overall definition of special duties is not posed by the law, and therefore it
is deduced by our from the effective legislationtemt.

Special dutiesare the type of specific dues for fulfilment ofjédly significant
actions, not entering into tax system.

Types of specialutiesare

1. Customs duty.

2. Author's duties.

! On case of constitutionality test of provisionstefn 31.1 of Federal law «On highways
and on road activity in the Russian Federation amalteration in some legislative acts of the
Russian Federation», Decree of Government of tresiBo Federation «On pay collection on
account compensation of the harm caused to highwdyshe general use of federal
significance by transports, having the assentedirmam weight over 12 tons» and item
12.21.3 of Code of the Russian Federation on adinéttive violations in connection with
inquiry of group of deputies of the State Dumaingilof Constitutional Court of the Russian
Federation from May 31, 201%& 14 [Electronic resources] // URL: http://www.pragov.ru.
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CUSTOMS DUTY

The customs duty since 1/1/2005 is only the typeustoms payment and does not
enter into tax system of Russia; it is regulatedhieycustoms legislatidiiout at that FCS
of Russia is included into system of Minfin of Rassiong with FTS of Russia).

Customs duty is obligatory payment in the federadidet levied by customs
bodies in connection with moving of the goods tigtoborder and in other cases fixed
by international treaties of the Russian Federatidfe proposed own definition of the
customs duty

Customs duty (CDJs the obligatory customs payment which is a $ifon of
moving of the goods (production) through Russiamefation frontier and (or)
through customs border of Eurasian Economic Union.

The customs duty differs from State Duty on foligveittributes:

1. CD is the specific type of customs payments whschegulated only by the
customs legislation and does not enter into tategys

State Duty is included into tax system.

2. Concrete rates of CD are fixed by acts of Govemmof the Russian
Federation. Such practice allows changing opetgtiveduties depending on
circumstances.

Concrete rates of State Duty are fixed by TCR.

3. There are established all types of legal respditgifor evasion from payment
of CD —i.e. administrative, criminal, civil-law.

Punishment is not established for evasion from matnof State Duty. At worst
concerning the payer will not be executed legatiniéicant actions.

Types of customs duties

1) Seasonal duties- are established by Government of the Russiaarggdn for
operative regulation of exportation of the goods.tiat the rates of customs duties
provided by customs tariff, are not used. The rafeseasonal duties established at
exportation of the goods, cannot exceed statuttales. Period of validity of seasonal
duties cannot exceed six months in a year.

2) Specific duties- are established in specific cases.

There are:

*Special duties — are used as the protective medsuidamage prevention to the
domestic manufacturer.

*Antidumping duties — are established at importatid the goods under the price
below the nominal.

*Countervailing duties — are established, if sulesidare used at production or
exportation of the goods.

Before use of specific duties is made the statestigation by which results is
realized the decision on use of the specific dlihe rate of the specific duty is fixed

! On customs regulation in the Russian Federatiederfal law of the Russian Federation

from November 27, 20180 311 // Rossiiskaya Gazeta. — 2010. — On Noveméer 2

On special protective, antidumping and compemgateeasures at import of the goods:
federal law of the Russian Federation from Decen8h@003Ne 165 [Electronic resources] //
URL: http://www.pravo.gov.ru.

2 On the customs tariff: law of the Russian Federafrom May 21, 1993\ 5003-1 //
Gazettes of Congress of People's Deputies of trssi&u Federation and Supreme Soviet of
the Russian Federation. — 1993Ne-23. — Item 821; Collection of Legislative Acts thfe
Russian Federation. — 1999Ne-7. — Item 879.
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by Government of the Russian Federation followihg tesults of investigation of
each concrete case.

CUSTOMS DUTY ELEMENTS

PAYERSare the any persons moving the goods through horde

COLLECTORSure the customs bodies.

OBJECT:is the legally significant action in the form ofetlassenting on goods
moving through border.

BASEis customs cost of the moved goods.

RATE- depends on base.

Rates of customs duties can be classified on foitaytypes:

*Ad valoremduties — are charged in percentage to customsotdbe assessed
goods.

*Specific tariffs— are charged in the established scale on unth@fassessed
goods.

*Combinedduties — are combine both above-named types.

The complex of rates of customs duties is cadledhecustoms tariff. The rates
establish Government of the Russian Federationgpxior the cases provided by
federal laws and international treaties of the RusBEederation.

CALCULATION and PAYMENT PROCEDURE

Calculation, payment and collection of customs ehitis realized based on
customs cost of the goods according to legal naftise customs legislation.

TARIFF PRIVILEGES

Tariff privileges concerning the goods importediRussia, are rendered according
to RF international treaties. Tariff privileges ceming the goods which are taken out
from Russia (there are privileges in the form téase from payment of the customs duty
or decrease in the rate of the customs duty) -established by FL «On the customs
tarifft»; are rendered on the terms of reciprocity umilaterally at realization of the
commercial policy of the Russian Federation; cahagt individual character.

TARIFF PREFERENCES AND TARIFF QUOTAS

Tariff preference- is release from payment of import customs dut@serning
the goods from the countries, forming together Rtissian free trade area; or signed
the agreements having for an object formation @hszone, or decrease in rates of
import customs duties concerning the goods, fromeldping or least developed
countries using uniform system of tariff preferencé EEU. Russia renders the tariff
preferences according to international treaties.

Tariff quota— is the measure of regulation of importation tesfta of some types
of the agricultural goods originating from the thoountries. It provides use of lower
rate of the import customs duty at importation @ftain quantity of the goods (in kind
or cost form) in comparison with the rate of thgaort customs duty used according to
Uniform Customs Tariff of EEU. To the goods impartéto Russia over fixed
guantity (quota), is used the rate of the impostems duty according to the Uniform
customs tariff of EEU.

Tariff quota concerning the goods which are takenftom Russia is measure of
regulation of exportation from Russia of the goadigch are originating from Russia.
It provides use of lower rate of the import custodugy at importation of certain
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guantity of the goods (in kind or cost form) in quemison with the rate of the export
customs duty established by Government of the Badsederation. The Government
establishes tariff quotas on exportation of thedgoo

Constitutional Court of the Russian Federatiom ruling Ne 15 from 7/13/2010
has resolved the problem of an appraisal of thedga its importation by natural
persons. In this case should be fixed customsafa$te goods, instead of its market
cost in territory of Russta

FCS of Russia regularly publishigsliciary practice review®n disputes, connected
with refund (credit) of unduly paid or unduly reeped customs duties, taxes, as well as
on disputes connected with payment of the perasedion such payments in connection
with infringement by customs bodies of the dattheir refund.

Supreme Court of the Russian Federaty@meralizes practice of consideration of
customs disputes by coutts

AUTHOR'S DUTIES

Statute of Government of the Russian Federatioaraggly regulates the patent
and other duties for realization of legally sigoéint actions connected with the —
patent for the invention, useful model, productmototype; state registration of the
trade mark and service mark and (or) devolutiomxaflusive rights to other persons
and contracts about the disposal these rights.salme statute fixes the list of legally
significant actions and duty scéles

13.3. Ecological inpayments

Federal law «On environmental protection» (itemsL&6Y obliges everyone to
pay for nature management and negative impact erettvironment. This problem
also is investigated by a sciefice

The pollution charge is levied for its followinggs:

*Pollutant emissions in atmospheric air by statigrsources;

*Pollutants discharges as the part of sewage iemaddies;

*Disposal of industrial and consumer waste.

Government of the Russian Federation approves dteharges for negative
impact on the environment and additional coeffitsen

! Rossiiskaya Gazeta. — 2010. — On July 23. — P. 13.

2 Example: Judiciary practice review on the disputesnected with refund (credit) of
unduly paid or unduly recovered customs dutiesgsars well as with payment of the percent
added on such payments in connection with infringetnpy customs bodies of the date of their
refund for the first quarter of 2015: informatioh BCS of Russia [Electronic resources] //
URL: http://www.pravo.gov.ru.

® On several issues of uses by courts of the cuslegislation: ruling of Plenum of
Supreme Court of the Russian Federation from May2026Ne 18 [Electronic resources] //
URL: http://www.vsrf.ru.

“ It is approved by Order of Government of the Rarsdfederation from December 10,
2008Ne 941 [Electronic resources] // URL: http://www.poagov.ru.

®> On environmental protection: federal law of thes&an Federation from January 10, 2002
Ne 7 /I Collection of Legislative Acts of the Russkederation. — 2002.Ne 2. — Iltem 133.

® Mar'in E.V. Financing of environmental protectiand rational nature management:
budgetary-law and tax mechanisms // The Finan@al [journal). — 2012. Ne 6.
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Entering of charges for negative impact on the remvhent does not exempt
payers from — realization of measures on negatimpact on the environment
decrease; duties on compensation of the harm cdaseavironment as the result of
realization by them economic and (or) other agtjviesponsibility of infringement of
the legislation in the field of environmental prctien.

The pollution charge is transferred to the budgétsudgetary system according
to the budgetary legislation of the Russian Federat

As has explainedConstitutional Court of the Russian Federatignone of
environmental protection principles is the prineipbollutant pays» Pollution charge
also are obliged to pay legal persons and inditiduainesspersons, which realize in
territory of the Russian Federation, continentalisand in exclusive economic zone
of the Russian Federation economic and (or) otbevity rendering negative impact
on the environment.

Cash basis for charges for negative impact onnke@ment calculation is the —
volume or weighof emissions (dumps) of pollutants, either voluoneveight placed
in the accounting period production wastes and wopsion.The pollution charge
independently is estimated by payers. The rulesaffulation and collection of such
payment establish Government of the Russian Federat

The payment of interest for use by concrete natesaurces is proclaimed by the
special ecological laws (i.e. Land Code, Water Céaeest Code, subsoil legislation
etc.). About necessity to pay lawfully establishegyments it is spoken in the
legislation on the exclusive economic zone of Russid continental shelf of the
Russian Federation; other legislation regulatindiesp of nature management.
However the payments specified in the listed la@anstitutional Court of the Russian
Federation understands as nofta&herefore it are not included in tax system @ th
Russian Federation and not regulated by Tax CotleedRussian Federation.

And now we will be applied to concrete examplesioh payments:

PAYMENTS AT SUBSOIL USE

The analysis of the mountain legislation showst #itasubsoil use following
payments are paid:

1. Single payments for subsoil usat occurrence of the certain events
stipulated in the licence — are enlisted in theefatl budget and budgets of

! On rates of charges for negative impact on théremment and additional coefficients:
decree of Government of the Russian Federation Beptember 13, 201& 913 [Electronic
resources] // URL: http://www.pravo.gov.ru.

2 0n case of constitutionality test of parts 2 efiit99, parts 2 of item 100 of Forest Code
of the Russian Federation and provisions of DeofeBovernment of the Russian Federation
«On calculation of scale of the harm caused tostsrdy infringement) of the forestry
legislation» in connection with Limited responsilyilsociety complaint «Zapoljarneft »: ruling
of Constitutional Court of the Russian Federatioonf June 2, 2015V 12 [Electronic
resources] // URL: http://www.pravo.gov.ru.

% On case of constitutionality test of provisionsobparagraphG of point 4 of decree of
Governments of the Russian Federation «On the sppod the procedure of fixing of a pay
and its limiting scales for pollution of surroundienvironment, disposal of waste, other types
of adverse effect» in connection with inquiry ofpBeme Court of Republic Tatarstan: ruling
of Constitutional Court of the Russian Federatioonf May 14, 2009Ne 8 [Electronic
resources] // URL: http://www.pravo.gov.ru.
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Subjects of the Russian Federation according tobtsgetary legislation of the
Russian Federation.

2. Regular paymentor subsoil use- are levied for rendering of exclusive rights
to subsoil users in subsoil use sphere.

3. Payment for the geological information on subkseicharges in the income of
the federal budget. Government of the Russian tidarapproves rules of use of the
geological information on subsbil

4. Due for participation in competition (auction) €harges in the income of
budgets of the Subjects of the Russian Federagignlating process of subsoil use on
the plots.

5. Due for delivery of licences eharges in the income of the federal budget.

At the same time, the due sum for delivery of lm@son use by the subsoil plots,
containing deposits of widespread minerals or sulgdots of local significance —
charges in the income of budgets of Subjects ofRbesian Federation regulating
process of subsoil use on the plots.

ECOLOGICAL DUE

Ecological due (ED)s due on each group of the goods which are sulpec
recycling after loss by them of consumer charasties, paid by manufacturers,
importers of the goods who do not guarantee witthependent recycling of a
waste from use of the goods. The due is provideddig 5 of FL «On production
wastes and consumptiohand is detailed in acts of Government of the Rarssi
Federatiof

Federal Service for Supervision of Nature Resouleeies the due, as well as
puts into practice the control for correctness afcualation, completeness and
timeliness of its payment. Payment of ecologica¢ dsirealized by the payer by
transfer of money resources in currency of the RmsBederation into the account
of territorial body of Federal Service for Superois of Nature Resources in
Federal Treasury.

Availability of ecological due in Russia really aatly, since level of
recycling and neutralisation of all types of wasgte Russia is obviously
insufficient. It is necessary to draw practicalfy 20 times more investments into
processing sphetelt is only not clearly, why this due is not inded into tax
system of the Russian Federation.

! On the approval of rules of use of the geologiofrmation on the subsoils which
possessor is the Russian Federation: decree ofr@uoeat of the Russian Federation from
June 2, 2016 492 [Electronic resources] // URL.: http://www.poagov.ru.

2 On production wastes and consumption: federaldathe Russian Federation from June
24, 1998Ne 89 // Collection of Legislative Acts of the RussiBederation. — 1998. No 26. —
Item 4556.

% On the procedure of collection of ecological dasder of Government of the Russian
Federation from October8, 2015Ne 1073 [Electronic resources] // URL:
http://www.pravo.gov.ru;

On establishing of rates of ecological due onhegooup of the goods liabling to
recyclings after loss by them of consumer charesties, paid by manufacturers, importers of
the goods who do not ensure independent recyclingeowaste from use of the goods: order
of Government of the Russian Federation from A@riR016Ne 284 [Electronic resources] //
URL: http://www.pravo.gov.ru.

“ Petrov V. To save up cleanliness // Rossiiskayze@a — 2016. — On May 25.
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13.4. Dues and payments in merchant shipping and on internal water
transport

The dues are provided by conforming Codes (i.e. MGRTCRY)', interacting
with tax, customs and other Iegislaﬁon

Distinction between terms « pay» and «payment»oislaoked through in the
merchant shipping and on inland water transport.

Besides, similar pays, payments, dues exist anthemailway, automobile, air
transport. Conserning to tax law, there are tygeaamme liable to taxes, if there are
not listed in budgets. The proprietors — organizegi or individual businesspersons
should be taxpayers from such incomes, which tlaase meceived in the form of pay,
payments, and dues for execution of work or remdeof services.

DUES IN MERCHANT SHIPPING AND ON INLAND WATER TRAN$ORT

Dues in merchant shipping and on inlangvater transport — are the lawful
guantities of money levied for realization of ldgadignificant actions on sea and
water bodies.

Terminologically and ad rem, such dues completallyunder concept of due in
accordance with item 8 of TCR, however are notudet in tax system of Russia.
Hence, the dues can be considered in tax law anlybgect of taxation in a type of
income (profit) of the receiver of due.

Merchant Shipping Code of the Russian Federation QR) provides following
specific dues:

*Pilotage due.

*Due for average adjustment.

*Port dues and other similar dues.

PILOTAGE -is levied from the ships using pilots (items 858 MCR).

Sea pilots- are the citizens of the Russian Federation wlaavarkers of pilotage
service. Each pilot should have thidotage certificateof the right of piloting of ships
in certain districts (it is given by the captainsafaport).

Pilotage services, as a rule, are the state orgmis. However Government of
the Russian Federation has the right to form peiaganizations on piloting of ships,
and to fix the list of ports in which it is suppdsactivity of private organizations on
piloting of ships.

In this connection Constitutional Court of the Rassd-ederation has noticed, that
the federal legislator wrongfully has not fixed teria and reference points of
establishing of peculiarities of private organiaas on piloting of ships, and has left
all it to the discretion of Government of the Rassk-ederation. Besides, the legislator
wrongfully has not specified the purpose and groofnaecessity of establishing of the

! Merchant Shipping Code of the Russian Federatitms 106, 307; Inland Water
Transport Code of the Russian Federation. — IteBnd 57.

2 On seaports in the Russian Federation and oratitiarin some legislative acts of the
Russian Federation: federal law of the Russiarefagin from November 8, 200% 261 //
Collection of Legislative Acts of the Russian Fediem. — 2007. Ne 46. — Item 5557,

On approval of the List of the dues levied froips in river ports (port dues), and the
List of the dues levied for services in use of mfnaistructure of inland waterways: decree of
Ministry of transport of Russia from June 4, 2089 90 [Electronic resources] // URL:
http://www.president.ru.
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list of seaports, in which it is supposed (or ig sopposed) activity of private
organizations on piloting of ships. Hence, probadnty interpretation of the volume
and content (so — restriction of rights and liles}iby the act of Government of the
Russian Federation

Piloting is put into practice with the purpose ataring of security of navigation
and prevention of incidents with ships, as welith the purpose of protection of the
sea environment — on approaches to seaports; withiar area of seaports; between
seaports; in the high sea.

Receivers of due are pilots. However the profitftax the received dues should
be recovered not from the pilot, but from piloteggevice — if dues are not listed in
budgets.

DUE FOR AVERAGE ADJUSTMENT
(Items 284, 305-307 of MCR)

Average statementis calculation on general average distribution.

General average- are losses intended and reasonably sufferedtidgttpurpose
of preservation from the common peril of the proparsing in the joint marine
adventure (i.e. — ship, freight, cargo). The averatatement is formed bgverage
adjusters (dispacheurs) i.e. the persons having knowledge and experidnce
maritime law sphere.

The party requiring distribution of general averaigeobliged to prove, that the
declared losses really should be recognized thergkaverage.

For average adjustment is levied due, which jamnari average statement and is
distributed between all interested persons — ptapwily to participatory shares of
their participation in general average.

The dispacheur is the receiver of due.

If the dispacheur is not the worker of organizateomd if due is not listed in
budgets — the payer of the tax from the receivedrire in the form of due is the
dispacheur.

If the dispacheur is the worker of organizatiome- drganization should be the payer
of the tax from the received income in the forndwé, if it is not listed in budgets.

PORT AND OTHER CONFORMING DUES

MSC simply mentions these dues. By hame port deeedisted initem 190of FL
«On seaports in the Russian Federation and oratiterin some legislative acts of the
Russian FederatioA»Port dues are paid by the Russian and foreign-@hiners or
the persons authorized by them for — ship callimgart; exit of a ship from port;
transit pass of harborage by a ship.

! On case of constitutionality test of provisiongofnt 2 of item 87 of Merchant Shipping
Code of the Russian Federation and Decree of Gmeh of the Russian Federation from
July 17, 2001Ne 538 «On activity of private organizations on gitgt of ships,vessels» in
connection with the complaint of International paldrganization «Sea Pilots Association of
Russia» and Independent noncommercial organizatiBociety of Sea Pilots of St.-
Petersburg»: ruling of Constitutional Court of fRassian Federation from April 6, 2004 7
[Electronic resources] // URL: http://www.pravo.gay.

2 On seaports in the Russian Federation and oraetiarin some legislative acts of the
Russian Federation: federal law of the Russian fa¢gide from November 8, 200§ 257 //
Collection of Legislative Acts of the Russian Fediem. — 2007. Ne 46. — Item 5557.
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In sea port can be established followipgrt dues (harbour dues):

1) Tonnage due —is levied for port call and eki ghip from port;

2) Channel due - is levied for a ship passage erchiannel at port call and port
exit, and for transit pass of harborage;

3) Ice-breaker due — is levied for port call anckait of a ship from port or transit
pass of harborage;

4) Pilotage due — is the independent type of duscoordance with MCR (about
that we spoke earlier). However in accordance Wlti257 pilotage due — is one of
types of port dues, because it also is levied fachepilotage operation(i.e. —
anchoring or on mooring buoy; unanchoring or frommonng buoy; all fast; de-
berthing; input of a ship into dock and conclusidithe ship from dock);

5) Light due (beaconage) — is levied for port eaitl exit of a ship from port or
for transit pass of harborage;

6) Navigating due —is levied for a port call andt ef a ship from port;

7) Dock due (wharfage) — is levie by wharfinger fise of a mooring for loading
on a ship of the goods or unloading goods fromif sh

8) Ecological due — is levied in the ports havieghnique for reception of the
ship waste (i.e. — dust, petrocontaining and sewexgpt for ballast waters);

9) Due of transport security of water area of seapads levied for port call and
exit of a ship from port or transit pass of harlgera

The list of the port dues levied in the concrete gert is established by Ministry
of Transport of Russia. Rates of port dues andrles of their use are established
according to the legislation of the Russian Fedtamain natural monopoliés

Inland Water Transport Code of the Russian Fedewti IWTCR)

Specific dues on an inland water transport on-essemincide with dues in
merchant shipping. So, IWTCR has established duetlfe average adjustment,
similar to the same due in merchant shipping (ité4@, 157 of IWTCR). Port dues
also have established IWTCR. Government of the iRnsBederation fixes types;
rates and rules of use the port dues. However ttietsre of IWTCR differs from
structure of MSC, i.e. between them is insufficieatrrelation. For example, by
IWTCR is provided piloting of ships on the reimbaike basis. However at that
IWTCR not use the terrdue» (item 41 of IWTCR).

! On natural monopolies: federal law of the RusBiesteration from August 17, 1996 147 //
Collection of Legislative Acts of the Russian Fedien. — 1995. Ne 34. — Item 3426;

On state regulation of the prices (tariffs, duaspervices of subjects of natural monopolies in
the transport terminals, ports, airports and sesvin use of an infrastructure of inland waterways:
decree of Government of the Russian Federation fAqmil 23, 2008 Ne 293 // Collection of
Legislative Acts of the Russian Federation. — 260®.17. — Item 1887,

On the statute approval on Federal Antitrust Servidecree of Government of the
Russian Federation from June 30, 20@431 // Collection of Legislative Acts of the Ruessi
Federation. — 2004. Ne 31. — Item 3259;

On the approval of rules of use of rates the pantsdin seaports of the Russian
Federation: decree of FAS of Russia from March2l,6 Ne 223/16 [Electronic resources] //
URL: http://www.pravo.gov.ru.
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PAYMENTS IN MERCHANT SHIPPING AND ON THE INLAND WATER
TRANSPORT

The payments are established by conforming Codes KICR, IWTCRJ,
interacting with tax, customs and other legislation

Payments in merchant shipping and on an internal tea transportare lawful
sums of money as payment for spent on sea bothr whjects of work and rendered
services. These payments only terminologically cioi& with the word «payment»,
which is used at tax fixing by item 8 of TCR. Adiyaand legally payments in
merchant shipping and on an inland water transp@tnot related to taxes or dues,
and therefore it can are only as objects of taratiothe form of income of their
receivers — if these payments do charge in budgets.

MSC provides following paymen{#ems 132, 160, 163, 352):

*Pay for demurrage days.

*Payments at cargo delivery.

*Payments at cargo carriages (transportations).

*Intermediate payments.

PAY FOR DEMURRAGE DAYS

Lay-days (laytime}- is contractual time of loading of the ship.

Demurrage days are an additional waiting time of the ship whitle carrier
should adduce for cargo loading and holds undetihgawithout additional payments
(item 131 of MCR). Thus, the demurrage days arélntime of the ship. For such
demurrage days the guilty must to consign a paghvkize is called «demurrage» (i.e.
demurrage is board size for demurrage days). Dexgerns fixed by the agreement of
the parties. In the absence of such agreementeimeirrage is fixed under the rates
usually enacted in conforming port. If there is agreement of the parties or usual
rates — the board size is fixed by expenses ddhigeand its crew (item 132 of MCR).

PAYMENTS AT CARGO DELIVERY
(Item 160 of MCR)

Payeris the receiver of cargo.

Thereceiver of cargo at delivery to him must:

*To refund the expenses realized by the carrigheexpense of cargo.

*To consign the pay for demurrage days in unloagioq.

*To pay the freight (i.e. the pay for cargo).

*To consign the pay for demurrage days in the pbitbading — if it is provided
by the consignment or other transportation document

*To consign the emergency inpayment or to renderagpplicable maintenance in
case of the general average.

Carrier — has the right to keep cargo before paymentestims or before giving
of applicable ensuring. After delivery of cargahe receiver the carrier loses the right
to require from the sender or charterer the sumshwhave been not paid by the
receiver — if only the carrier could not keep camyocircumstances independent of
him. If the carrier has used the general lien figarequirements are supplied at the
expense cargo costs based on CCR.

! Merchant Shipping Code of the Russian Federatidtems 132, 160, 163, 352.
Inland Water Transport Code of the Russian Féidera— Items 75, 138.
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PAYMENTS AT CARGO CARRIAGES
(Item 163 of MCR)

There arall payments to the carrieflhey are paid by the sender or chartdifer.
between the carrier (on the one hand) and the semdgharterer (on the other hand)
reaches the agreement and data about it are intlndbe consignment — in this case
is supposed transfer of payments to the receiver.

INTERMEDIATE PAYMENTS
(Item 352 of MCR)

There are established at rescuing of ships and aarghe sea. Rescue operations
give the right to compensation of rescuers. Congriine rate of commission or duty
to pay compensation, there is can to accrue thmugis Such dispute is delivered to
court. The court has the right to pass ihermediate decisioron payment to the
rescuer by the advance of such sum, which consldese fair and reasonable —
proceeding from concrete facts of cause.

Inland Water Transport Code of the Russian Federii IWTCR)

Payments on an inland water transperaire in detail regulated by IWTCR (items
6, 75, 138).

The Code has established that — carriage of cargassengers and their luggage;
towage of ships and other floating objects; loading unloading of cargoes, rendering of
services in river ports (i.e. river harbours); remaly of services on use of an infrastructure
of inland waterways and other services of an inleatér transport are paid

The fare (i.e. pay for carriages of cargoes, pasgenand their luggage) — is
established by carriers. The towage of ships amer dfoating objects — is established by
towers.

In case of granting of subsidies by public autfesiof the Subject of the Russian
Federation and (or) local governments (with theopse of compensation of expenses or
the half-received incomes in connection with reimderof services on carriages of
passengers and their luggage on transit, suburbdnlazal routes of carriages of
passengers) — the fare size is fixed by carriezedndination with these bodies.

Board size for services in use of an infrastructofanland waterways and for
services in river ports, not related to sphere attiral monopolies — is fixed based on
contracts.

Dues (tariffs) from ships for services in the riymort, rendered by subjects of
natural monopolies; list of such dues (tariffs) anigs of their use; dues (tariffs) from
ships for services in use of an infrastructurenddnd waterways; list of such dues
(tariffs) and rules of their use — are establishedording to the legislation on natural
monopolies.

Intermediate payment coincides with similar paynmiannerchant shipping (item
136 of IWTCR).
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Section IV. SYSTEM OF SPECIFIC LEGAL REGIMES
OF THE TAXATION

Chapter 14. SPECIFIC SYSTEMS OF THE TAXATION

14.1. Federal system of the taxation.
14.2. Regional system of the taxation.
14.3. Local system of the taxation.
14.4. Combined system of the taxation.

CONCEPTION OF SPECIFIC SYSTEMS OF THE TAXATION

Specific systems of the taxatigim our opinior) — are complex of the tax legal
regimes which purpose is promotion to developmentanomics, finances and
business in certain territories of Russia. There faderal, regional, local and
combined systems of the taxation. Let's consideamtin course.

14.1. Federal system of the taxation

The system is established and is enacted by Tar Gbthe Russian Federation.
It is possible to include the following elementstitis system — uniform agricultural
tax, system of taxation in the context of the penfance of production sharing
agreements, taxation system in special economiezand simplified system of the
taxation. Thus, we see thalt elements of federal system of the taxatione-sgrecial
tax regimes

UNIFORM AGRICULTURAL TAX

The regime is completely regulated by TCRefinition of the regime is not
proposed by the law and therefore it is deduceth ftbe content of chapter 26 of
TCR.

Uniform agricultural tax (UAT) is the federal special tax regime for agricultural
commodity producers. It is established and pute mperation only by TCR and
operates in all territory of the Russian Federatidence, an arbitrariness of the
Subject of the Russian Federation is excluded.

Devolution to UAT or return to general regime oé tiaxation is voluntary by the
notifying procedure in the lawful date.

Devolution to UAT provides replacement with unifopayment of following
taxes:

*Individual income tax or organization profits tax;

*Individual property tax or corporate property tax;

At that individual businesspersonare exempted from such taxes only under
condition of direct correlation of objects of tawat (i.e. incomes, property) with
business. Concerning organizations, such stipulaie not present.

*VAT (except for VAT at importation of the goods Russia).

! Chapter 26.1 — is put into operation since 1/2920y federal law of the Russian
Federation from 12/29/200% 187 [Electronic resources] // URL.: http://www.poagov.ru.
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Other taxes and dues subjects pay on a universid. Besides, subjects pay
insurance contributions.

ELEMENTS
TAXPAYERS

Taxpayers — are agricultural commodity produceas)ely:

*Qrganizations.

*Individual businesspersons.

*Agricultural consumer co-operative societies.

*Qther lawful persons.

For devolution to UAT subjects should correspontbtlmwing stipulations:

1. They should produce, remanufacture and reagjgewdtural production.

2. The participatory share of the income from mdion of the production should
be not less than 70 % from the aggregate profinfrealization following the results
of previous calendar year.

3. They cannot be producing the by-excise goods.

4. They cannot realize a gambling industry.

5. They cannot be budget-funded entities.

6. Other lawful stipulations.

If following the results of the tax period the pagees not answer corresponds at
least to one of stipulations — he loses the rightige UAT and must for the tax period
in the lawful date to pay all taxes from which Festbeen exempted on the regime of
UAT, but without levy of the fine and penalties.

OBJECT OF TAXATION

Object — is the incomes reduced by value of expe@ise profit).
Procedure and features of the fixing and recogmitibincomes and expenses are
established by TCR.

TAX BASE

Tax base — is money term of object of taxation.
Features of fixing of tax base are established BR.T

TAX RATE
Tax rate —is 6 % from tax base.
TAX PERIOD

There are the tax and accounting perigdiscounting period- is half-year.Tax
period— is calendar year.

CALCULATION and PAYMENT PROCEDURE

Taxpayers consider and pay an UAT in advance patyaftgr each accounting
period with final settlement following the resutithe tax period and with filing of
the tax declaration.

The paid sums of UAT are enlisted into accountSexferal Treasury and only by
this body the sums are distributed under budgetd| d¢vels in the scales established
by 48 of BCR.
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At the same time it is noticed, that UAT is insciiintly flexible and does not
consider peculiarity of some branches of agriceltfior example — dairy animal
industries).

TAX PRIVILEGES

Tax privileges on UAT terminologically are not ddished. Actually to
privileges it is possible relate to the deductifmmn tax base of expenses, listed in
items 346.5-346.6 of TCR (there are — expenses aguisition of fixed assets;
expenses on acquisition of non-material activessde following the results of the
previous tax periods etc.).

TAXATION SYSTEM AT REALIZATION OF PRODUCTION-SHARING
AGREEMENTS

The regime is established by T€teracting with other legislatidn

Production-sharing agreementPSA) — is the contract according to which Russia
authorizes to the investor-businessman on lawfaisbidne exclusive rights to search,
prospecting, extraction of mineral raw materialgton contractual subsoil plot, and on
conducting of works connected with it— and theestor undertakes to realize
carrying out of the works at own expense and on gsln PSA — is the example of
interaction of all fundamental financial and legadtitutions: budgetary law, tax law,
investment law, and law of a securities marketlitdlaw, currency law, and insurance
law. The mechanism of their interaction is intetpdein financial law courde

From the listed institutions, our interest is tawlregulating system of the
taxation at realization of PSA.

System of taxation at realization of production-givag agreementsis the
federal special tax regime according to which paynoé a part of taxes and dues of
tax system of Russia is replaced with productianige.

Representative bodies of Subjects of the RussidarB#on and municipal unions
have the right to exempt investors from paymemnegfonal and local taxes and dues.

! Rozov I. About what threshold has stumbled agrizal tax // Rossiiskaya Gazeta. —
2004. — On January16.

2 Chapter 26.4 — is put into operation since 6/1086y federal law of the Russian
Federation from 6/6/2008e 65 [Electronic resources] // URL: http://www.pragov.ru.

® On production-sharing agreements: federal law lif Russian Federation from
December 30, 1995k 225 // Collection of Legislative Acts of the RuessiFederation. —
1996. -N\e 1. — item 18;

On subsoil plots, the right of use with which canauthorized on the terms of production
section (Taseevsky gold deposit): federal law @& Russian Federation from May 27, 2000
Ne 79 [Electronic resources] // URL: http://www.pragov.ru;

On subsoil plots, the right of use with which canauthorized on the terms of production
section (Harampursky oil-gas condensate fieldedefal law of the Russian Federation from
October 8, 2000 129 [Electronic resources]//the URL: http://wwwapo.gov.ru;

On subsoil plots, the right of use with which canauthorized on the terms of production
section (Komsomol oil-gas condensate field): fetdémav of the Russian Federation from
October 8, 2000 130 [Electronic resources] // URL: http://www.poagov.ru;

On subsoil plots, the right of use with which canauthorized on the terms of production
section (Tjansky oil field): federal law of the Riemn Federation from October 8, 2080131
[Electronic resources] // URL: http://www.pravo.gay.

4 Beloshapko Yu.N. Financial law of Russia: the stinook / Yu.N. Beloshapko. —
Vladivostok: Vladivostok State University of Econiasand Service publishers, 2015. — 264 p.
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Otherwise, expenses of investors on payment oftalkes and dues liable to
compensation to the investor of at the expense ocofig reduction of the
participatory share of production devolved to ttages

Taxation essential elements are not fixédpayment of taxes and dues is
replaced with production section.

If such replacement is not presentin this case are considered elements of each
tax and due which are paid by the investor. At tihat list of the taxes and dues
liabling to payment by the investor, and peculiesitof their essential elements of levy
are regulated only by chapter 26-4 of Tax CodehefRussian Federation — but they
depend on stipulations of production-sharing predidy the item 8 of FL «On
production-sharing agreements».

At realization of PSA, providing favourable stiptidais of the production-sharing
in accordance with item 8 of the Law, the invegiays: VAT, organization profits
tax, mineral extraction tax, payments for use byirs resources, charges for negative
impact on the environment, pay for use of bodiewatier, State Duty, customs fees,
land-tax, excise taxeBut all of them are compensated to the invedioother words,
the investor pays for favourable stipulations oARfany taxes and dues, but also it is
a lot of cases of their compensation at the expehReissia.

At realizationPSA on less favourable stipulatiopsovided by point 2 of item 8
of the Law, the investor pays less: State Dutytaus fees, VAT, pay for negative
influence for surrounding to harm. However in ttéseonly regional and local taxes
are compensated at the expense of Russia

Investors direct to tax authorities at the placelagfations of the contractual
subsoil plot tax declarations — separately on ¢laehiax and on everyone PSA.

If legal norms of chapter 26.4 of TCR are includietd the antinomy with legal
norms of other chapters of TCR — is used chapter @6TCR.

SIMPLIFIED SYSTEM OF THE TAXATION

The regime is established by TERSome terms are absent in chapter 26.2 of
TCR, and therefore they are defined by us basdteanalysis of the content of TCR
and legislation corresponding to it.

Simplified taxation system (STS}y the federal special tax regime for special
subjects. Devolution to STS or return to genergime of the taxation is voluntary by
the notifying procedure, but in the lawful dates.

ELEMENTS
TAXPAYERS

*Individual businesspersons.

*Organizations — subjects of the medium-sized andlsbusiness, corresponding
the requirements of TCR.

Item 346.12 of TCR containthe all-inclusive listing (numerus clausus) of
subjects which have not the right use STS, namely:

*Private notaries.

*Advocates who have founded advocatory formatiames ¢ffices, etc.)

! Chapter 26.2 — put into operation since 1/1/20§3fdderal law of the Russian
Federation from 7/24/20Q% 104 [Electronic resources] // URL: http://www.poagov.ru.
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*Organizations and individual businesspersons wéiehdevolved on the uniform
tax on imputed income for some types of activitpomuniform agricultural tax.

* And others.

At the same time, works the rule according to whooganizations and individual
businesspersons that have devolved on the unified on imputed income of
individual entrepreneurs — has the right to usepbiiad system of the taxation
concerning other types of business. Besides, dmet tawful persons has the right to
devolve on STS.

Devolution to STS attracts the legal consequencepahding on the category of
payers.

STS for organizations replacement of payment of the organization dax,
corporate property tax — by payment of the unifdiam estimated by results of
economic activities of organizations for the taxige:.

STS for individual businesspersassreplacement of payment of the individual
income tax, tax by property — by payment of thefarmi tax estimated by results of
economic activities of the person for the tax perio

Besides, organizations and individual businesspergwacticing STS are not
recognized by payers of VAT (except for lawful cgse

The subjects pay all other taxes according to teernl regime of the taxation,
and insurance contributions — pay according to lbgislation of the Russian
Federation.

OBJECTS OF TAXATION AND TAX RATES

There are two objects — and rates on them different

1) Objectis —incomes. The&ax rateon the object is — 6 %.

2) Objectis — incomes reduced by value of expenses.tdakeateon the object
is — 15 %.

The payer independently (except for lawful caség)oses object of taxation —
and at that he can annually change it in the praeea@stablished by TCR (item
346.15).

Subject of the Russian Federation has the righhbyaw to adjust the tax rate in
limits from 5 to 15 %.

There isinteresting the dispute connected with the taxatid alimony and
concluded by Constitutional Court of the Russiaddfation. According to the legal
proposition of Constitutional Court of the RussiBaderation: Tax Code of the
Russian Federation does not interfere with theviddal businesspersons who has
devolved on simplified system of the taxation -stmw documentary proofs of the
any expenses suffered by them (i.e. including aliyhdor fixing of the rights and
duties in others legal relations., besides tax.ofgingly, the law enforcement bodies
which are realizing calculation and levy of theralny — at fixing of scale of incomes
of such individual businessperson are obliged tosicter suffered by him in
connection with realization of business expensesge of their acknowledgemént

! On case of constitutionality test of subparagraph of point 2 of the List of types of
wages and other income from which deduction iszedlof the alimony on minor children, in
connection with the complaint of citizen L.R. Amiggna: ruling of Constitutional Court of the
Russian Federation from July 20, 204017 // Rossiiskaya Gazeta. — 2010. — On July 28.
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TAX BASE

Tax base — is money term of object of taxation.uRaties of fixing of the tax
base are expounded in item 346.18 of TCR.

TAX PERIOD
The tax period — is calendar year.
CALCULATION and PAYMENT PROCEDURE

The payer following the results of the tax periadépendently fixes the sum of
the tax and adduces the tax declaration. With tnpgse of the financial and tax
control, organizations and individual businesspesgoractising simplified system of
the taxation — are obliged keeps the Book of inmed expenses, in which are
legally reflected all business transactions forttéheperiod.

TAX PRIVILEGES

Tax privileges terminologically are not emphasizedt, actually are available in
the form of object exceptions and deductions. Exarmapexceptions- is the incomes
provided by item 251 of TCR for profit tax (item@&45). Exampleof deductions- is
the expenses deducted from incomes and reducittgjsrconnection tax base (i.e. —
expense on a payment, rent payments for rentecegzoptc. under item 346.16 of
TCR).

The comparative analysis shows that the businessp®using STS are in more
preferential status in relation to subjects of mhgpecial tax to regimes — because
they have many lawful possibilities for lawful rexion of tax base by a deduction of
expenses. And at that anybody, except the fedemislator, has not the right to
increase him tax rates and to establish such rates.

14.2. Regional system of the taxation

The system is established by Tax Code of the Ru$®deration, but it is enacted
by regional law. Now only element of regional systef the taxation is patent
system of the taxatiofPST), replaced simplified system of the taxatiased on the
patent.

PATENT SYSTEM OF THE TAXATION

PST is object of scientific researcheBefinition of PST is not proposed by the
law, and therefore it is deduced from the contérhapter 26.5 of TCR

Patent system of taxation (PSTg the regional special tax regime for individual
businesspersons. PST is established by TCR, biit ibyenacted by the law of the
Subject of the Russian Federation on its territory

Y II'yin A.Yu. Legal fundamentals of use of patepstem of the taxation // The Financial
Law (journal). — 2013. Ne 7.

% Chapter 26.5 — put into operation by federal ldwhe Russian Federation from June 25,
2012Ne 94 [Electronic resources] // URL: http://www.ptagov.ru.

% On patent system of the taxation in territory dfirsky Kray: law of Primorsky Kray
from November 13, 201®e 122: it is enacted by Legislative Assembly of Ryaky Kray on
October 31, 2012 [Electronic resources] // URLpiitivww.primorsky.ru.
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Devolution to the regime or return to general regiofi the taxation is voluntary
by the notifying procedure, but in the lawful dates

ELEMENTS
TAXPAYERS

Taxpayers are the individual businesspersons whke Havolved on PST in the
procedure established by TCR.

PST is used, if its subject wishes to be had &t leae of the types of business
listed by item 346.43 of TCR (there are: repair tailbring of sewing, fur and leather
products; rendering of motor transportation sewvige carriage of passengers by
motor transport; realization of private detectivetivaty by the person having the
licence etc. — only 47 appellations). Subject ef Russian Federation can add this list.

At that the legislator has proposed the definitiafisvarious terms with the
purpose of their uniform interpretation (in totad a-16 definitions).

Examples:

*Shop- is the specially equipped building (its parteimded for sale of the goods
and rendering of services to buyers and ensuredtrédging, subsidiary, and
administrative-household premises, as well as byn@es for reception, storage of the
goods and their preparative to sale;

*Booth— is the structure which has no trading hall asdcalculated on one
workplace of the seller;

*Tent— is the collapsible construction equipped wittbanter, not having a trade
hall.

At use of patent system of the taxation, the irtiial businessperson has the right
to involvehired workers but no more than 15 persons.

Regional laws fix scales of potentially probablewal income, the minimum and
maximum scales of it liable to indexations on tledlator coefficient established for
conforming calendar year.

Use of PST provides exemption of the subject froenduty on payment of dues:

1) Individual income tax (except for lawful cases);

2) Individual property tax (except for lawful cages

3) VAT (except for lawful cases).

Other taxes payers pay on a universal basis. Tdieidimal businessperson loses
the right on PST in the cases fixed by TCR.

The document ascertaining the right on use of B patentfor realization of
one of the established types of business. The {pgitezs the tax authority at the place
of statements of the individual businesspersorherrdgistration — for the period from
one to twelve months inclusive under the applicattmd choice of the individual
businessperson. If the taxpayer simultaneously BS8sand STS — at fixing of value
of incomes from realization are considered incooreboth the special tax regimes.

OBJECT OF TAXATION

Object of taxation is potentially probable annuatdme of the individual
businessperson on the type of business, establishtt regional law.

TAX BASE

Tax base is money term of potentially probable ahimcome of the individual
businessperson on the type of business.
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TAX RATE
Tax rate is 6 percent.
TAX PERIOD
Tax period is calendar year (except for lawful sdse
CALCULATION and PAYMENT PROCEDURE

The individual businessperson keeps the Book afnmes separately under each
received patent.

The tax is estimated as the percentage of taxdmsesponding to the tax rate.

The tax is paid at the place of registrations i dathority — without submitting
of the tax declaration.

TCR fixes peculiarities of calculation and paymehthe tax.

We pay attention, that the tax sums are complegeljsted in the municipal
budget.

TAX PRIVILEGES

Tax privileges terminologically are not establishbdt actually are available in
the form of specific rights of Subjects of the RassFederation on mitigation of the
regime, on deduction of insurance contributions @em 346.43 of TCR).

14.3. Local system of the taxation

The system is established by Tax Code of the Rus®deration, but it is enacted
by the normative legal act of representative boflynanicipal union. Now only
element of local system of the taxation is tinéied tax on imputed income

UNIFIED TAX ON IMPUTED INCOME

Definition of the system is not proposed by the kawd therefore it is deduced
from the content of chapter 26.3 of TCR.

Unified tax on imputed incomdUT]I) is the local special tax regime for some
kinds of business. The regime is established byJade of the Russian Federation
but it is enacted local governmént

Devolution to UTII since 1/1/2013 is voluntary (ke it was obligatory); has
notifying character, but in lawful dates. The sebjeas the right devolve to UTII, if
he in territory of the municipal union which hag jmto operation the regime, is had
at least byone of types of activitysted by item 346.29 of TCR:

*Rendering of services (i.e. household, veterinamgior transportation and other
services);

*Retail trade;

*Distribution and placing of outdoor advertising;

*Other lawful services

On other types of activity, the taxation is realizsy the general rules of tax law.

! Chapter 26.3 — is put into operation since 1/1®20§ federal law of the Russian
Federation from 7/24/20Q% 104 [Electronic resources] // URL: http://www.poagov.ru.

2 On system of the taxation in the form of unifiek bn imputed income of individual
entrepreneurs in the Vladivostok city: decisiorDafma of Vladivostok city from October 28,
2005Ne 109 [Electronic resources] // URL: http:// www.yig.
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ELEMENTS
TAXPAYERS

Taxpayers are — organizations and individual bissipersons.

Devolution to UTII attracts th@uridical consequencedepending on the type of
payers, namely:

*Qrganizationsdo not pay the organization profits tax and caap®property tax.

*Individual businesspersondo not pay the individual income tax, individual
property tax.

*Besides, organizations and individual businesspersals not pay VAT (for
lawful cases).

Subjects pay other taxes and dues according tmergeregime of the taxation,
and insurance contributions on obligatory pensiasuiance pay according to the
legislation of the Russian Federation.

As has noted in this connecti@onstitutional Court of the Russian Federation
validity of use of unified tax on imputed incomeinélividual entrepreneurs depends
on compliance by taxpayers of lawful restrictiom&l aequirements. At that in force
legal regulation excludes possibility of the doulabeatior.

OBJECT OF TAXATION

Object of taxation — is thienputed incomef the taxpayer.

Imputed income- is potentially probable income, which value iieedl onbase
profitablenesgit is conditional monthly profitableness in thest form fixed based on
adjusting factors- there are the criteria showing degree of inftgeaf any stipulation
on result of business).

Levels of base profitablenease fixed in the firm quantity of money depending
on the type of business, but they can be adjustgedminicipal unions by
multiplication to the coefficients depending on ttedastral cost of land and cost
appraisalof other factors. At the same time therthérestriction factor criterion is
fixed for a calendar year in limits from 0.01 t®Q, and its alteration probably only
from beginning of following tax period.

TAX BASE

Tax base — is value of the imputed income, i.eisitmultiplication of base
profitableness and value of the physical charatierdf the type of businesBhysical
characteristic examples araumber of personnel, floor space, trading place e

TAX RATE
Tax rate is 15% of tax base.
TAX PERIOD

Tax period is one quarter.

1 On case of constitutionality test of provisionspoints 6 and 7 of item 168 and point 5
of item 173 of Tax Code of the Russian Federatioodnnection with complaint of Limited
responsibility society «Trading house «Kamsnabsinguof Constitutional Court of the
Russian Federation from June 3, 201 17 [Electronic resources] // URL:
http://www.pravo.gov.ru.
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CALCULATION and PAYMENT PROCEDURE

The legislator was disallowed from an advance nwtbbpayment of the tax.
Taxpayers estimate and pay the tax following tiselte of the tax period — with filing
of the tax declaration.

The sum of the tax is enlisted into Federal Treasgcounts — for the subsequent
distribution to budgets of all levels and budgdtstate off-budgetary funds.

TAX PRIVILEGES

Tax privileges terminologically are not establishet the same time it is
specified, that the sum of UTIl decreases by paymrsthe sum of insurance
contributions etc. (item 346.32 of TCR).

On UTI, form various disputes which become a cdestion matter in
Constitutional Court of the Russian Federation. &ample, Constitutional Court of
the Russian Federation has resolved the issuetthdiw the level of income of the
businessperson using UTIl — for compensation to diithese sums at health damage.
For acknowledgement of the income actually receibgdsuch victim, besides data
from the declaration, can be used and other authelata properly recorded in
documents, provided by the legislation (i.e. priyritl of lading etc.).

14.4. Combined system of the taxation

Combined system of the taxatiin our opinion) — is combinations of tax legal
regimes for various specific territories: speciedmomic zones, free economic zones,
zones for territorial development, territories fadvancing social and economic
development, free ports, innovative centres etesé&ltax legal regimes are not special
tax regimes in accordance with TCR.

TAX LEGAL REGIME FOR SPECIAL ECONOMIC ZONES

Special economic zones of Russia have the hiskagm the middle of 1990th,
they existed in the form of free economic zones #redcenters of the international
busines$

Now, special economic zone (SEZ3 the part of territory of Russia with the
special regime for business. Therefore, SEZ arelaggd by the special legisla-

! On case of constitutionality test of provisionpaint 2 of item 1086 of Civil Code of the
Russian Federation in connection with the complaihtcitizen J.G. Timashov: ruling of
Constitutional Court of the Russian Federation frdome 5, 2012Ne 13 [Electronic
resources]//URL: http://www.pravo.gov.ru.

2 Regulations on free economic zone around of thehbidka of the Primorsky Kray: it is
confirmed ruling of Ministerial council of RSFSFofn November 23, 1998 540 [Electronic
resources] // URL: http://www.pravo.gov.ru;

On zone of economic preference in territory of thgush Republic: decree of
Government of the Russian Federations from June 1994 Ne 740; On Center of the
international business «lngushetia»: federal lavthef Russian Federation from January 30,
1996Ne 16 [Electronic resources] // URL: http://www.pragov.ru;

On measures of the state support in overcomingentiepressive phenomena in economy
of Altay Kray: decree of Government of the Russkederation from October 21, 1996
Ne 1256 [Electronic resources] // URL: http://www.poagov.ru.
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tion'. Pay attention — SEZ in the Kaliningrad and Magadeeas in view of their
uniqueness regulated by several special federal law

Main objectiveof SEZ is development of the finances and severahches of
economy. For realization of the purpose in SEZ arginated preferential tax
treatment as well agree customs areandfree warehouse- i.e. customs regimes for
operations on favorable terms.

Thefeatures of SEZ are:

* SEZ forms only Russian Government and only on dftage and municipal
earths.

* SEZ can be forms only on the ground areas, whiehirathe state and (or)
municipal property.

* Other lawful features.

SEZ are classified on variotygpes

Industrial and production SEZ is a zone for manufacture, processing and
realization of the goods and production. Concré&&E forms Russian Governmént

Technical and initiation SEZ is a zone for creation and realization of sciemtifi
and technical production with its finishing befaredustrial application. Concrete
ZONE forms Russian Governmént

! On special economic zones in the Russian Fedarafemleral law of the Russian
Federation from July 22, 2008e 116 // Collection of Legislative Acts of the Ruemsi
Federation. — 2005. Ne 30. — Item 3127,

On special economic zone in Kaliningrad Oblast andalteration of some acts of the
Russian Federation: federal law of the Russian fagida from January 10, 2008 16
[Electronic resources] // URL: http://www.pravo.gay,

On special economic zone in Magadan Oblast: fedanabf the Russian Federation from
May 31, 1999Ne 104 // Collection of Legislative Acts of the RuasiFederation. — 1999. —
Ne 23. — Item 2807;

Issues of Ministry for Economic Development of tRessian Federation: ukase of the
Russian President from October 5, 200@ 1107 [Electronic resources] // URL:
http://www.pravo.gov.ru.

2 On formation in territory of Grjazinsky districtf ahe Lipetsk Oblast of the special
economic zone of industrial and production typecrde of Government of the Russian
Federation from December 21, 200%c 782 [Electronic resources] // URL:
http://www.pravo.gov.ru;

On formation in territory of the Elabuzhsky districf the Republic Tatarstan of the
special economic zone of industrial and productigre: decree of Government of the Russian
Federation from December 21, 200%: 784 [Electronic resources] // URL:
http://www.pravo.gov.ru.

% On formation in territory of Moscow of the spaiceconomic zone of technical and
initiation type: decree of Government of the Russkederation from December 21, 2005
Ne 779 [Electronic resources] // URL: http://www.poagov.ru;

On formation in territory of St.-Petersburg of #ecial economic zone of technical and
initiation type: decree of Government of the Russkederation from December 21, 2005
Ne 780 [Electronic resources] // URL: http://www.poagov.ru;

On formation in territory of Dubna (Moscow Oblaspecial economic zone of technical
and initiation type: decree of Government of thes§an Federation from December 21, 2005
Ne 781 [Electronic resources] // URL: http://www.poagov.ru;

On formation in territory of Tomsk of the speciatoeomic zone of technical and
initiation type: decree of Government of the Russkederation from December 21, 2005
Ne 783 [Electronic resources] // URL: http://www.poagov.ru.
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Tourism and recreational SEZ is a zone for development of tourism and
population restConcrete ZONE forms Russian GovernmefRor example, Krasnodar
Kray and Republic Adygei has formed whole tourlaster.

Port SEZ is a zone for development pbrt activity (i.e. exchange and wholesale
trade and other lawful kinds of activity). The et of SEZ -port has the right to
realize in the special economic zone only portvétgtiand in the cases provided by.
Concrete SEZ forms Russian Government

Any SEZ functions within the limits of the genefadancial systemwith lawful
features of several financial institutions. Forragée, budgetary law is used at transfer
in the budget of obligatory payments for the staigt municipal realty in SEZ.

Demands for formation of SEZ actively arrive fronamy territories of Russia.
Only one zone allows to originate to 14 thousandkplaces and to make production
on 6 billion rubles a year.

Primary intentof formation of SEZ — is development of financesl andividual
branches of economics. For effective realisatiothef purpose, freeustoms areas
formedin SEZ (i.e. customs regime for fulfilment of tracions on favourable terms
in limits of SEZ), as well a§AX LEGAL REGIME.

The regime is established by TCR (items 151, 168, 185, 241, 262, 283, 381,
395 and others), interacting with other legislatiofhe regime is not considered by
Tax Code of the Russian Federation as a speciattame.

! On formation in territory of Stavropol Kray of tispecial economic zone of tourism and
recreational type: decree of Government of the RosEederation from February 3, 2007
Ne 71 [Electronic resources] // URL: http://www.pragov.ru;

On formation in territory of Irkutsk regional maipal union of the Irkutsk Oblast of the
special economic zone of tourism and recreatioy:tdecree of Government of the Russian
Federation from February 3, 2007Ne 72 |[Electronic resources] /I URL:
http://www.pravo.gov.ru;

On formation in territory of Zelenograd district #faliningrad Oblast of the special
economic zone of tourism and recreational type:rekecf Government of the Russian
Federation from February 3, 2007Ne 73 [Electronic resources] // URL:
http://www.pravo.gov.ru.

On formation in territory of Russian Island of Viedstok city district of Primorsky Kray
of the tourism and recreational special economitezalecree of Government of the Russian
Federation from March 31, 2010Ne 201 [Electronic resources] // URL:
http://www.pravo.gov.ru.

2 On formation tourist's cluster in North Caucasiederal district, Krasnodar Kray and
Republic Adygei: decree of Government of the Rusdtaderation from October 14, 2010
Ne 833 [Electronic resources] // URL: http://www.poagov.ru.

% On formation in territory of Ulyanovsk Oblast diet port special economic zone: decree
of Government of the Russian Federation from Dean@D, 2009Ne 1163 [Electronic
resources] // URL: http://www.pravo.gov.ru;

On formation in territory of Khabarovsk Kray of tipert special economic zone: decree
of Government of the Russian Federation from Deeen®il, 2009Ne 1185 [Electronic
resources] // URL: http://www.pravo.gov.ru.

* On special economic zones in the Russian Fedarafémleral law of the Russian
Federation from July 22, 200& 116;

On special economic zone in Kaliningrad Oblast abdut alteration of some acts of the
Russian Federation: federal law of the Russian fa¢ide from January 10, 2006 16;

On special economic zone in Magadan Oblast: fedanabf the Russian Federation from
May 31, 1999N\e 104;

On development of Crimean federal district and fem®nomic zone in territories of
Republic of Crimea and federal city Sevastopolefatllaw of the Russian Federation from
November 29, 2014Ne 377 // Collection of Legislative Acts of the RumsiFederation. —
2014. -No 48. — |tem 6658.
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Peculiarities of the tax legal regime of SEZ:

*It does not replace payment of group of taxes duds by one payment, and
renders essential privileges to residents of SE¥feumdividual taxes. Non-residents
discharge a tax duty on a universal basis.

*SEZ in Kaliningrad and Magadan oblasts are regalaby individual federal
laws'.

*Other lawful features.

WE INDEPENDENTLY DEDUCE TAXATION ESSENTIAL ELEMENTS
(UNDER THE SAME SCHEME IT IS NECESSARY TO DEDUCE
TAXATION ESSENTIAL ELEMENTS OF ALL OTHER SPECIHRRITORIES)

ELEMENTS
TAXPAYERS

Taxpayers — are individual businesspersons and evomah organizations (except
for the unitary enterprises), which aesidents of SEZthat is corresponding to legal
requirements and have entered into the agreemehtagency of administration of
SEZ (i.e. Ministry for economic development of Ressian Federation).

OBJECT OF TAXATION, TAX BASE, TAX RATES, TAX PERJOD
PROCEDURE AND PAYMENT DATES

The listed elements depend on the type of the subjed are established by the
conforming legal norms of TCR regulating the — eabdded tax, excise taxes,
organization profits tax, corporate property tang éand-tax.

TAX PRIVILEGES

General privilege:novel rules of tax law (except for the legal nomagulating
the by-excise goods), worsening situation of regislef the SEZ, are not used to them
during period of validity of the conforming agreemé-L-116 from 7/22/2005).

Privileges under VAT(items 149, 151, 164, 165 of TCR):

*VAT is not paid at allocation of the goods undhle tcustoms regime of free
customs area.

*VAT is levied under the 0 % tax rate at realizatiof the goods placed under the
customs regime of free customs area.

*From VAT is exempted work (rendering of servicds) residents of the port
special economic zone in the port special econamme.

Privileges under excise taxdgems 183, 184, 185 of TCR):

*From the excise is exempted tax importation of ltlyeexcise goods in the port
special economic zone from other part of territofythe Russian Federation, as well

! On special economic zones in the Russian Fedarafemleral law of the Russian
Federation from July 22, 200& 116;

On special economic zone in Kaliningrad Oblast abdut alteration of some acts of the
Russian Federation: federal law of the Russian fa¢ide from January 10, 200€ 16;

On special economic zone in Magadan Oblast: fedanabf the Russian Federation from
May 31, 1999\e 104;

On development of Crimean federal district and fem®nomic zone in territories of
Republic of Crimea and federal city Sevastopolefatllaw of the Russian Federation from
November 29, 2014 377.
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as is exempted importation on customs territoryhef Russian Federation of the by-
excise goods which are placed in the port spec@i@mic zone.

*Excise tax is not paid at moving of the by-exc@®ods under the customs
regime of a free warehouse and the customs redimdree customs area.

Privileges under organization profits tafitem 262 of TCR):

*Expenses on scientific researches and experimdetgn workings out realized
by residents of the SEZ are deducted from incorhessadents-organizations and thus
reduce their tax base.

*Lowered tax rate liabling to transfer in regiormldgets, can be established for
residents-organizations by the laws of Subjecth®fRussian Federation (item 284 of
TCR).

Privileges under corporate property tafitem 381 of TCR):concerning their
balance property within 5 years

from the moment of registration of the property.

Privileges under land-tax(item 395 of TCR): residents-organizations are
exempted from the tax for the period

of 5 years from the moment of occurrence of theerty right to each ground
area located in the SEZ.

TAX LEGAL REGIME FOR FREE ECONOMIC ZONES

Rigid requirements to special economic zones netayd correspond to
individual Russian realities. In other words, urderritories cannot be regulated by
the legislation on special economic zones.

It is question on Crimea and Sevastopol in whichittgies is formed the free
economic zore We see that the legislator had to recollect fhelation which was
used in the Russian Federation before special eticrennes.

Free economic zone (FEZ is territories of Republic of Crimea and fedanigy
Sevastopol, on which operates the specific regionerdalization of entrepreneurial
and other activity, as well as is used the custorasedure of a free customs area.

The specific regime of realization of entreprenaluand other activity includes,
in particular:

*Specific taxation regime according to the legislaton taxes and dues;

*Granting of budgetary subsidies on compensatioaxpienses of participants of
the free economic zone, including expenses for gayraf customs duties, taxes and
dues — concerning the goods (except for the bysexgoods) imported for their use at
the building, equipment and hardware of objectscenmsary for realization of
investment projects.

The potential resident of FEZ should: 48 registered in territory of Republic of
Crimea or territory of federal city of Sevastop);to consist on the tax registration in
tax authority.

If the novel tax laws$eading to alteration of tax rates under fedemaés (except
for the excise taxes, tax on value added on thelg@voduced in territory of the
Russian Federation) and tariffs of insurance cbutibns in state off-budgetary funds
(except for contributions in Pension fund of thesflan Federation); or if they made
alterations to the federal laws and other normatiegal acts of the Russian

! On development of Crimean federal district ande fezonomic zone in territories of
Republic of Crimea and federal city Sevastopolefatllaw of the Russian Federation from
November 29, 2014 377.
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Federation, which result to increase in cumulataseloading at the participant of the
free economic zone (including establishing of ddtiigy payments or increase in their
scales); or if they fix the regime of interdictioosrestrictions concerning realized by
the participant of the free economic zone of inwestts (in comparison with
cumulative tax loading and the regime operatindaé of inclusion of the participant
of the free economic zone in the uniform regisfeparticipants of the free economic
zone) — such the federal laws and other normagigel lacts of the Russian Federation
are not used during contract period of validity atbactivity stipulations in the free
economic zone concerning the resident of the FEfeugondition of realization by
him of legal requirements.

TAX LEGAL REGIME FOR ZONES OF TERRITORIAL DEVELORWE

Zone for territorial development (ZTDB)- is the territory of the Subject of the
Russian Federation, on which are granted meas@itbs state support to residents of
the ZTD with the purpose of acceleration of soaiadl economic development of the
Subject of the Russian Federation by formation afofable conditions for
involvement of investments into its economics.

ZTD is formed for the period of twelve years inriry of one municipal union
or territories of several municipal unions. In thmunicipal union territory is not
supposed formation of special economic zone.

Resident of ZTD- is the legal person or individual businesspersariuded in
the register of residents of ZTD. Subjects of reltunonopolies, state and municipal
unitary enterprises; as well as economic partnpsshand societies shares
(participatory share) in the authorized capital wiiich belong to the Russian
Federation, Subjects of the Russian Federationjaipah unions — all of them do not
liable to inclusion in the register of residents.

TAX REGIME OF ZTD is concluded in rendering of the tax privileges an
investments tax credit to residents according ¢degislation on taxes and dues.

Investments tax credit can be rendered for the tgyio ten years (in detail about
that — in items 66-67 of TCR). However if the resitdtorganization has broken the
obligations — it is obliged in the lawful date)gay all sum of the not paid tax, as well
as interests for this sum which are charged foh ezendar day, since the day
following by day of cancellation of the contracfdre the day tax payments (item 68
of TCR).

TAX LEGAL REGIME FOR TERRITORIES OF THE ADVANCING 3L
AND ECONOMIC DEVELOPMENT

Territory for advancing social and economic devetopnt (TADY is the part of
territory of the Subject of the Russian Federatmmwhich is established the special
legal regime for realization of business and otaetivity with the purpose of the
formation of favorable conditions for attraction ofvestments, supports of the
accelerated social and economic development andhatmn of comfortable

! On zones for territorial development in the Rus$taderation and on alteration in some
legislative acts of the Russian Federation: fdd&xew of the Russian Federation from
December 3, 201N 392 // Rossiiskaya Gazeta. — 2011. — On December 9

2 On territories for advancing social and econongicalopment in the Russian Federation:
federal law of the Russian Federation from Decend®eR2014Ne 473 // Rossiiskaya Gazeta. —
2014. — On December 31.
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conditions for support of ability to live of the palation. Financial guaranteeing of
placing of objects of an infrastructure of terntdor advancing social and economic
development is realized by the federal budget, budd Subject of the Russian
Federation and local budgets, as well as off-budgetces of financing.

TAD should play one of key roles in developmentsabjects of the Russian
Federatioh For example, realization of investment projecistiie Far East will
guarantee 89.5 billion rubles of tax, dues, anéynpents until 2025 and will allow
making almost 8.5 thousand workplacekherefore, the first-ever TAD has provided
in the Far East. For example: 2 TAD in KhabarovskaiK(«Khabarovsk»,
«Komsomolsk») and 1 TAD in Primorsky Krai («Nadeirtstty>»).

Taxpayers — are residents of the TAD.

Resident — Russian organization should correspamdintiously during the tax
periods and simultaneously to followingguirements

1) State registration of the legal person is redaliin the TAD territory;

2) Organization does not have the incorporated ragpasubdivisions located
outside of the TAD territory;

3) Organization does not use the special tax regpnevided by TCR;

4) Organization is not the participant of the cdigsted group of taxpayers;

5) Organization is not the — noncommercial orgaioma bank, insurance
organization (insurer), private pension fund, psefenal participant of a securities
market, clearing organization;

6) Organization is not the resident of a speciahemic zone of any type;

7) Organization is not the participant of regioimalestment projects.

Residents of the TAD receive essential tax privédsginder the following taxes:

VALUE-ADDED TAX (VAT)

The privilege under the VAT is received by the desits given with the tax
declaration (in which alleged right on tax compdiosa the contract of guarantee of
management company (or copy of the contract ofaquee), providing commitment
of the management company based on tax authortyireaments to pay in the budget
instead of the taxpayer the tax sums unduly redenwn) (offset to him) as the result
of tax compensation in a declarative procedurethefdecision about compensation of
the tax sum will cancelled in full or in part iretltases provided by TCR.

ORGANIZATION PROFITS TAX

Tax rate — O percent — under the tax liabling &msfer in the federal budget, is
established for residents-organizations. Besides sfiach organizations, can be
established the lowered tax rate of the profit taahling to transfer in budgets of
Subjects of the Russian Federation.

In case of stop of the status of the resident obT#he taxpayer loses the right on
use of the preferential tax rate from beginninghaft quarter in which he has been
excluded from the register of residents.

! Drobysheva I. Recent view on the East // Rossiskgazeta. — 2014. — On December 16.

2 Buharova O. From Khabarovsk to Komsomolska // Relssya Gazeta. — 2015. — On
February 25.

% Dotsenko |. Dmitry Medvedev has confirmed threestfiTAD in the Far East //
Rossiiskaya Gazeta. — 2015. — On June 26.

218



MINERAL EXTRACTION TAX

Preferential coefficient characterizing territorf extraction of the mineral, is
used by the participant of the conforming regioimalestment project or by the
resident-organization — since the tax period inclwithe organization is consigned in
the register of participants of regional investmamjects or has received the status of
the resident of TAD. Such coefficient is zero befdhe beginning of use by the
resident of the tax rate established by item 288GHR.

TAX LEGAL REGIME FOR FREE PORTS

Let's consider the regimen the example of VLADIVOSTOK . In pre-
revolutionary history of Vladivostok, already theweas the period when in port
operated the regime of duty-free commerce (i.ee fert). The tsarist government
then has cancelled duties, which at the expengavofvement of of traffic flows to
accelerate economic development of Far Easterntesarea and to solve the problem
of supply of region by essential commodities. Ag ttesult, in far 1914 port
Vladivostok has overtaken Hamburg and London oargaturnover.

The modern history of Vladivostok has begun summeof 2015.

Free Port Vladivostok (FPV)s the part of territory of Primorsky Krai on whic
established measures for the state support of dsssiaccording to the federal laws.
Collegiate body of Port administration is SupemyjdBoard of Free Port Vladivostok. The
operative management of the Port realizes Managef®empany. The Port includes
following territories of Primorsky Krai — Artem uath district, Vladivostok urban district,
urban district Bol'shoy Kamen', Nahodka urban idistPartizansk urban district, urban
district Spassk-Dal niy, Ussuriisk urban distribtadezhdinsky metropolitan borough,
Kotovsky metropolitan borough, Oktyabr'skiy metrijpn borough, Olga metropolitan
borough, Partizansk metropolitan borough, Pogramielmetropolitan borough, Khasan
metropolitan borough, Khanka metropolitan boroumpitjuding territories and water
districts of the seaports located in territoriesh&f municipal unions. To the Port are not
related territories on which formed the special necoic zone, zone of territorial
development or territory of advancing social anchemic development.

Financial provision of formation (modernization) afjects of the transport, power,
utility, engineering, social, innovative and otirdrastructures in the Port is realized at the
expense of the off-budget sources with use of nmésims of state-private partnership
(and also in the procedure provided by the budgekagislation of the Russian
Federation), at the expense of federal budget, diunfgPrimorsky Krai, budgets of the
municipal unions which territories are part of Bat. Residents of the Port (i.e. individual
businesspersons and juridical persons) have tastoros and other privileges and
advantages. In check points of the Port is realizednechanism of "single window" by
profert in customs body by the carrier to the edézd person all documents and the data
necessary for realization of the customs, transpprarantine and sanitary, veterinary,
guarantine phytosanitary control (supervision). &lseounting of the goods resident of
Port realizes by the in electronic form with usenébrmation systems of the accounting,
and by computer-based (i.e. automated) systene@fatounting of the goods.

In pre-revolutionary history was a period when itadivostok operated the
regime of duty-free commerce (i.e. free port). Tsarist government has cancelled

! On Free Port Vladivostok: federal law of the RamsFederation from July 13, 2015
Ne 212 // Rossiiskaya Gazeta. — 2015. — On July 15.
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duties that at the expense of attraction of cusr@fttrade to accelerate economic
development of Far Eastern remote area and to sioévproblem of supply of region
essential commodities. As a result, in 1914 poediXiostok has overtaken Hamburg
and London on a turnover of goods.

TAX-LAW REGIME OF FPV is regulated by the base federal law, TCR, and
international treaties of the Russian Federatiaming the process of the analysis we
will to emphasize coincidence in the tax regime&BY and other specific territories,
as well as to emphasize peculiarities of theirmegi.

So,for the organizationsvhich have received the status of the reside R} or
TAD, tax rate — O percent— under the tax liablirensfer to the federal budget, is
used in the procedure provided by item 284.4 of T@RI the laws of Subjects of the
Russian Federation can establish the lowered t#ex afithe profit tax liabling to
transfer to the budgets of Subjects of the Rudseateration.

Residents of FPV or TAD have the right to use peafgal tax rates at realization
of following stipulations

1) Their incomes from activity in FPV or TAD formonless than 90 interests of
all incomes considered at fixing of tax base uridertax;

2) They realize the separate accounting of the nies (expenses) received
(suffered) from activity in FPV or TAD, and the omes (expenses) received
(suffered) at realization of other activity.

The zero tax rate of the organization profits titgent 284 of TCR) is used during
five tax periods since the tax period in which adomy to data of the tax registration
has been received the first profit on activity.

At that scale of rate of the tax liabling to traersto budgets of Subjects of the
Russian Federation, cannot exceed 5 percent dfisiagtax periods, since the tax
period in which the first profit has been receivedlso it cannot be less than 10
percent during following five tax periods.

At realization of the legal regime of FPV, Russtan legislation interacts with
the customs legislation, as well as with the legaims regulating activity of Eurasian
Economic Union (EEU). For example, in lawful caaegnportation in territory of the
port plots and logistical plots of the goods of Efldced under the customs procedure
of export — is realized exemption from payment led VAT, excise tax or refund
before paid sums of the VAT and excise tax.

In case of stop of the status of resident of FPVAID, the taxpayer is considered
lost the right on use of features of the prefeedntix rate since beginning that quarter
in which he has been excluded from the registdrAd or FPV.

TAX LEGAL REGIME FOR INNOVATIVE CENTERS

Let's consider the regime example ofSKOLKOVO *.

Innovative centre «Skolkovo» (ICS) is complex of the infrastructure of its
territory and mechanisms of interaction of its jggvants.

ICS has the specific legal status.

*Nation-wide control and supervision is kept in IQ#it powers of regional and
local authorities are limited.

*Participants of realization of innovative projeetghin 10 years:

! On Innovative Centre «Skolkovo»: federal law of tRRussian Federation from
September 28, 2018 244 // Collection of Legislative Acts of the RumsiFederation. —
2010. —Ne 40. — Iltem 4970.
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1) Exempted from accounting keeping (if the prosedd not exceed 1 billion
rbl.);

2) Receive subsidies in the form of advance paysiaotn the federal budget on
compensation of expenses on payment of customsegragm

3) Exempted frontax payment of thealue added and organization profits tax

4) Pay the lowered insurance contributions in stéftbudgetary funds;

5) Has others lawful privileges and advantages.
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Section V. INTERNATIONAL ASPECTS
OF THE TAXATION

Chapter 15. LEGAL FUNDAMENTALS OF TAX PLANNING

15.1. Conception of tax planning.
15.2. Tax losses.
15.3. Specialized offshore companies.

15.1. Conception of tax planning

Legal science is constantly applied to various espef tax planniny therefore
the theme is interest at this time. At that, thbeppens narrow approach to the
probleni. We defend the complex approach to theme devefbping

From the moment of tax duty occurrence, taxpayémslaountries aspired and
aspire to reduce scale of taxes given to the svatguite to avoid the taxatiohere
were some methods of activity on tax base mitigatar to full exemption from the
taxation. There are tax evasiontax immunityandtax planning.

TAX EVASION

Tax evasions a tax violation. In the majority of the couesiincluding Russia,
tax evasion is penal deed — by virtue of high degeits public danger (the state
receives less the necessary sums of budgets).

Violators use refined schemes of evasion:

*Formation of short-lived companies;

*Use of influential politicians;
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*Formation of the foreign funds, fictitious compasj ethnic noncommercial
organizations;

*Use of cashless transfers by the phones and kttesind so on.

So, have accessed wide circulation titaasfer schemesased on transfer pricing.
Their essence that one company realizes produtt@ow cost to own offshore
structure registered in tax haven, which does @agttpxes by virtue of the offshore
status. Russian insurers in complicity with theefgn insurance companies by such
attractive resafety schemes (i.e. by an artificd abuse of confidence) entice (i.e.
steal) at clients hundred millions dollars and $fanthem to offshore zorfes

Tollingovye transactionsare not less harmful to the budgé@blling— is the
specific legal regime of customs formalization aefgo, according to which the raw
materials are supplied on reprocessor in othertepuwhence the finished goods go
back without payment of taxes and duties. Essefidbeoscheme is realization of
services only on processing of another's raw nagerit allows not to pay taxes and
customs duties both at raw materials importationRinssian Federation and at
exportation of received production abroad RussiagdeFation. The offshore
companies receive net profit. To stop tolling — ne#o fill up the budget with tax
revenues on billions US dolldrs

Tolling long time was considered favourable frome tipoint of view of
preservation of productions, workplaces and taxmgEs. Really, in 90th years it was
the method to keep branch. But it is obvious ndvat ttolling destroys an inland
mining industry. Hence, taxes on tolling should lmesome branches, it is necessary
to consider their specificity. For example, inceeasf taxes in gas sphere can
negatively effect on investment programs. Now, istate tax policy is observed
selective decrease in taxes with the purpose ofutdtion of modernization of
economics. Experts believe that the governmentldhoove aside unified taxes and
refusal of selective excessive privileges, suctolisag®.

On thelnternet on official site Http://www. fatf — gafi. org., as well as partially
in Rossiiskaya Gazeta (2004, on September 1) haxs fgblished the report of FATF
with generalization of various schemes.

All of them are a necessary component of legititnira (laundering) of the
illegal incomes. The incomes with the purpose dftimization are necessary in the
beginning taking out outwards Russia, and then thenreturn in the form of
investments etc., or to place into accounts of basfkthe foreign states. From such
laundering of incomes Russia annually lost the mimh 15 mird US dollafsOnly in
2000 the Russian commercial organizations haventake to Antilles 250 million
300 thousand USA dollars, and have imported themefinto Russia 274 million
500 thousand dollars — i.e. they used the islanddaundering of the incomes not
considered to Russia

! Nikiforuk V. Black transfer // Rossiiskaya Gazeta2005. — On October 20;

Zykova T. Block post of financial intelligence Rossiiskaya Gazeta. — 2008. — On
December 19.
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* Vladimirov D, Grishina K. «Corruption»: it is clég in any language // Rossiiskaya
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2001. — On March 30.

224



In Strasbourg (France), 11/8/1990 has been en&xedention on laundering,
revealing, withdrawal and confiscation of incomeenf criminal activity. FATF
controls its discharge.

FATF (Financial Action Task Force on Money Launderingis the international
organization (group) under the control over finahtiansactions and struggle against
money laundering. &TF founded in 1989 at the summit of «Group of SevenBaris
(France). Russia has officially entered to FATF in 2003 Rysfinmonitoring (the
authority analyzed in chapter 3). The general gatihRussia following the results of
international estimation FATF in 2008 has made 7%t corresponds to level of
Canada, ltaly, and Switzerland. Full conformity aafr activity to the international
standards is notédIn September 2009, Russia has successfully peatein the
Council of Europe the report on progress in straggjainst «black money»

Group EGMONT s FATF analoguenamed so in the place of the first meeting of
heads of national financial investigations in pal&gmont in Brussels. It formed in
1995 and unites financial investigations of 106rtdas of the world (for comparison,
in FATF are 33 countries, including Russia). RugsiaRusfinmonitoring since 2008
officially participates in the Group and annuallgtypin a payment — 11.7 thousand
dollars, i.e. is obliged to provide correspondingenditures in the federal budget.
Participation in Egmont expands possibilities o68a on joint international financial
investigation of the crimes connected with launagrof criminal income, including
by alternative systems of money order and offsores.

Formation in the world of others similar internaiéb financial organizations are
possible. Money all will more actively be legalizby the Internef. Anonymity of
financial services by the Internet, its specifiormation environment and high speed
of realizationof transactions(remittance from account into the account) — faha
boundless international environment for criminahaficial streams. Money is
transferred in the Internet from any point of therld and in any direction — by the
undesirable mail, spam and various services. Tlaee many of schemes. For
example, usesmoney mulesdecomes more intensive. As experts explain, «money
mules»are people who agree to act as financial intermiediato initiate and use own
banking accounts for remittance from accounts afimis into accounts of kiber-
criminals. For the services «money mule» receivespensation in the form of
interest from the transfer sum. Hence, «money mubeg used for fulfilment of
computer crimes, including for laundering of money.

In Russia, the basic method of counteraction illsghemes and in the world is
identifications of clients. Suspicious paymentscitizens are fixed by the bankers,
insurers, jewellers, realtors, notaries and othathaized persons. Then the
information is transmitted to national financialeligence.

! vasil’chenko E. In lists it is not significanfbssiiskaya Gazeta. — 2002. — On October 12;
Vasil’chenko E. To currency freedom a delay // diskaya Gazeta. — 2002. — On
October 15.
2Zykova T. On a ruble trace // Rossiiskaya Gaze2009. — On February 25.
3 Zykova T. Load money by trunks // Rossiiskaya &@az— 2009. — On October 7.
* Zykova T. Rosfinmonitoring contacts // Rossiisk&@azeta. — 2008. — On April 16.
® Zykova T. Financial intelligence has gone to theednet // Rossiiskaya Gazeta. —
2010. — On November 10.
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IMMUNITY FROM TAXES

Immunity from taxess the lawful inactivity which is not generatingtax duty.
For example, the Russian invalids have the rigtgtémdard tax deductions from tax
base of the individual income tax, i.e. by virtuephysical inability(item 218 of
TCR).However in the scientific literature is used otleem —tax avoidance

Tax avoidanceés a situation at which the organization and (@dural person are
not taxpayers, because their activity under thedaas not liable to the taxation, or
they receive incomes not assessed by taxes, dreiralisence of registration in tax
authorities.

From the definition, it is possible to draw the clusion, that the term «tax
avoidance» includes and tax evasion. In our opinioils wrong, since tax avoidance
is not connected with illegal activity. In our exale, physical inability is received by
virtue of circumstances, instead of with the pugpos «avoidance» of taxes. Hence,
tax evasion and tax avoidance are different caiegjothere are necessary for
accurately differentiating, i.e. tax avoidance reetw be understood as the immunity
from taxes acquired by virtue of circumstances, it by virtue of any deliberate
activity.

TAX PLANNING

S.V. Zhestkov (he is supported by S.G. Pepeljagfjnds tax planning as
recognition, for each payer, of the right to udevathods and ways admissible by the
laws for the maximum reduction of the tax commititsen

A.R.Gorbunov understands tax planning as formaticschemes and tools for the
purpose of decrease in tax losses at carrying btheointernational investment and
financial transactioris

Authors of the Big law dictionary of 1999 beliewtbat tax planning is a choice
between various variants of realization of actifythe legal person and placing of its
actives (assets), directed on achievement of piphaty level of tax commitments
forming at that

Each of the definitions limits an essence of tanping, as:

a) At tax planning is possible not only reductitwit also full exemption from
payment of the concrete tax;

b) Tax planning is not only the right recognititmit also planning;

¢) Tax planning is realized not only in the intdimaal relations, but also in
Russia;

d) Not only organizations, but also natural perszarsrealize tax planning.

There are also other conceptions.

So,E.V. Shestakova results the follow{irgour opinion — bulky)iewpoints Tax
planning of the concrete subject of business ispitoeess of predetermination and
formation of scale of tax commitments by choiceaof optimum combination and
construction of various legal forms of activity abg placing of actives (assets) with
the purpose of decrease in tax burden of withinithis in force tax legislation¥.J.
Akulinin). Tax planning is complex of lawful purposeful ians of the taxpayer

! Tax law foundations. — Mentioned writing. — P. 155

? Ibidem. — P. 153.

% Gorbunov A.R. — Mentioned writing. — P. 11.

4 Big law dictionary / Under the A.J. Suharev's, V.Ror'kin's, V.E. Krutskih's
editorship. — M.: INFRA-M publishes, 1999. — P239

226



connected with use of receptions and methods (wags)vell as all privileges given
by the law and exemptions for the purpose of tatigation S.M. Ryumih E.V.
Shestakow (as far as we have understood) understands taxipth as methods
(ways) of the choice of an optimum combination aodstruction of legal forms of
relations and possible variants of their intergietaof within the limits in force tax
legislation. At that various techniques of tax plaig are resulted in
E.V.Shestakovoj's wotk

We can propose following definition.

Tax planningis an activity of payers of taxes and dues on lawdduction of a
tax duty or exemption from it under concrete taaesl dues. As synonyms of tax
planning, are not infrequently used terms «taxrojgtion» and «tax mitigatioA»n
our opinion such terms are incorrect since they include arpart of tax planning.

The right of the payer on tax planning is basedhen constitutional prince of
inviolability of the property in its any form, inalling the private. According to
Constitution of the Russian Federation, in Russia -guaranteed the economic
activities freedom; are recognized and protectexilaily all forms of ownership
(items 2, 8 and 18, 46, 118, 128). Besides, Russamnstitution guarantees the right of
everyone on free use of the abilities and propéoty entrepreneurial and other
economic activities not forbidden by the law (it&#). Also it fixes, that — private
property right is protected by the law; everyone tie right to have property, to own,
use and give orders it as individually, and togethigh other persons; everyone can
be deprived the property only under the decisioconiit (item 35).

The federal legislator regulates the property rigid relations connected with it
on seizin, use and direction to property (mateeaburces) only with the purpose of
protection — foundations of the constitutional eyst morals, health, rights and
legitimate interests of other persons, ensuringeéénce of the country and security of
the staté

Taxes and dues — are a part of property of the palvied by authoritative
bodies by lawful strong-willed methods. Hence, tdvgpayer as the proprietor has the
right to protect own property by any lawful methottluding by tax planning.

For exampleConstitutional Courbf the Russian Federation has emphasized that:
a) rules of item 173 of TCR provide possibility @fchoice by the taxpayef the
optimal method of formation of economic activite®l tax planningb) the taxpayer
has the right — to form the price of the goods kspservices) without the regard of

! Shestakova E.V. Tax planning. The theory and malatecommendations with judiciary
practice materials. — JUSTITSINFORM publishers,201

2 Maltsev O.V. Administrative-law regulation of taptimization //Administrative Law
and Process (journal). — 2014Ne-2.

% On case of constitutionality test of provisioriparts 1, 3 and 9 of item 115, point 2 of
part 1 of item 208 of Criminal and procedure Codithe Russian Federation and 9 of point 1
of item 126 of Federal law «On inconsistency (bapkey)» in connection with complaints of
Closed joint-stock company «Real estate-M», Lithitesponsibility society «Solomatinsky
grain-collecting enterprise» and citizen L.|.Kostaj: ruling of Constitutional Court of the
Russian Federation from January 31, 20M 1 [Electronic resources] // URL:
http://www.pravo.gov.ru;

On case of constitutionality test of provision afimt 3 of item15 of Federal law «On
security of traffic» in connection with the compitiof citizen G.V.Shikunovoj: ruling of
Constitutional Court of the Russian Federation fréwpril 22, 2011 Ne 5 // Rossiiskaya
Gazeta. — 2011. — On May 4.
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the sums of the tax on value added and hence, wtithiipcation of these sums in
invoices exposed to the buyer that increases praapetitiveness of the goods
(works, services); to expose to the counterpartthefinvoice with allocation of the

sum of the tax on value added, besides that this @without the regard of tax

deductions) liable to payment in the budget. Segfislative regulation is directed on
the coordination of interests of the state and dg®ps, buyers and suppliers of the
goods (works, services). The legislative regulafizgas the measure of discretion of
taxpayers during the process of discharges of thestitutional duty by them on

payment of taxes, at which they have the right petelently to realize tax planning
that cannot be considered as infringement of traistitutional rights

Ultimate goal of tax planning is receiving tx interest—i.e. reduction of the
size of a tax duty owing to reduction of tax basseiving of a tax deduction or
privilege, use of lower tax rate, and right recegvion return or compensation of the
tax from the budget.

TCR has de facto fixed the principle of presumptafnconscientiousness of
taxpayers and other participants of legal relatiorffnancial and economic sphere. In
this connection, actions of the taxpayer having rggult tax interest receiving are
discussed as economically justifiable. And the datataining in the tax declaration
and the accounting statement, are considered #&erdict Hence, tax authorities
should prove (including in court) unconscientiousnef the payer and groundlessness
of his tax interest. Adduction by the taxpayerar authority of formalized documents
with the purpose of tax interest receiving is adamental for its receiving, if by tax
authority it is not proved, that the data contagnim these documents, are incomplete,
unreliable and (or) inconsistent. Validity of redag of tax interest cannot depend on
methods of involvement of the capital (i.e. use ommborrowed funds, issue of
securities, charter capital increase, etc.) or fefiectiveness of use of the capital.

Howevertax interest cannot be considered as the indepdnuesiness purpose
Therefore if it will be specified, that— an ovérabjective of the taxpayer was
exclusively income receiving or mainly at the exgetax interest for lack of intention
to realize real economic activities; transactioos the taxation are considered not
according to their valid economic sense or the stations are not caused by
reasonable economic or other reasons (purposeasifidss character) — that in this
casetax interest can be recognized the unreasonabtessibility of achievement of
the same economic result with smaller tax inteliesinot the fundamental for
recognition of tax interest unreasondble

As a rule, the actions of the taxpayer connectdl véceiving of unreasonable
tax interest, are directed on — illegal compensafi@fund) the tax sums from the
budget; underreporting of the taxes sums liablmgayment to the budget for the tax
(accounting) period.

! On case of constitutionality test of provisionspoints 6 and 7 of item 168 and point 5
of item 173 of Tax Code of the Russian Federatiocoinnection with the complaint of Limited
responsibility society «Trading house «Kamsnabsinguof Constitutional Court of the
Russian Federation from June 3, 201 17 [Electronic resources] // URL:
http://www.pravo.gov.ru.

2 Ruling of Supreme Arbitration Court of Rosssijgkgderation from October 12, 2006
Ne 53 [Electronic resources] // URL: http://www.ptagov.ru.
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In this connection,tax authorities have detected followinggchemes of
minimization of tax burden:

1) Formation of the scheme directed on increasm®stf of the goods for artificial
overestimate of the sums of tax deductions undetak on value added and increases
of expenses, reducing tax base under the orgamizptofits tax — in the presence of
real transactions on goods acquisition;

2) Use in activity of the taxpayer of organization® realizing real financial and
economic activities (for the purpose of overestaratthe sums of tax deductions under
the tax on value added and increases in the expeadacing taxable base under the
organization profits tax) — by conclusion of contsawith such organizations;

3) «Crushing» of business for the purpose of peefiail tax treatment use;

4) Use of under control organizations with the g of minimization of
payment of insurance contributions;

5) Realization of business transactions which fdgmzonform requirements of
the tax legislation however has not reasonablenkagsipurpose, except for receiving
of unreasonable tax interest.

The major element of illegal schemes of receiving oktaterest and money
laundering is the fictitious companies (firm) — shslived things. Distinctive line of
such firms is absence of attributes of real agtivats well as office to the registered
address, non-payment of taxes. At the same tireendamber of short-lived companies
has sharply decreased as the result of automagiéederal Tax Service of the control
of VAT payment. The quantity of such companies weduced from more than 1.7
million in 2011 to 650 thousand in January 2016.aAshole, the participatory part of
potential short-lived companies in the overall nembf the registered companies has
decreased of 5 years from 45 to 15 percent

Tax planning is realized by use of tax privilegesral (or) by tax havens (tax
shelters).

The tax haven is understood in the wide and nasensge.

Tax haven in the wide senge the country with a preferential tax treatmeinsame
types of activity. Example of such harbour is Raisaihich legislation provides privileges
practically under all taxes and dues (except fertdix on gambling industry).

Tax haven in the narrow sensé the country or part of its territory which
specializes on giving of tax privileges to non-desits. Rates of taxes and dues
symbolical or are equal in such harbors to zererethare essential tax privileges.
There are — Isle of Man, Principality of Liechtezist Republic of Malta, Principality
of Andorra, Principality of Monaco, Republic of Gus, Gibraltar etc.

Tax havens involve investments. Not infrequentlghspolicy is a unique method
of a survival. For example, Republic of Nauru lansl-state behind equator in Pacific
Ocean. Its area is 21 sq. km. The population ishblisand persons. Currency is the
Australian dollar. The basic mineral — phosphor#tels exhausted. The vegetation
poor, is not present sights, air temperature netctthmfortable. There is no port and
even moorings: the message with the ships putgraotice by boats because of coral
reeves. Sea bioresources are destroyed. In suctintle way is — to act in the tax

! On a direction of the review of practice of comsation of complaints of taxpayers and
tax disputes by courts concerning unreasonableinixest: letter of FTS of Russia from
October 31, 2013 N CA-4-9/19592 [Electronic  resources] /I URL:
http://www.consultant.ru/document/cons_doc_LAW_ 154 3frame=1#p28

Z Berezina E. There were not laundered // Rossiskagzeta. — 2016. — On February 15.

229



haven role. The interesting fact: Russia and Ne&ig4/2014 has entered into the
agreement on mutual abrogation of visa requirerhefitss fact, in our opinion, can be
used and with the purpose of tax planning, igniplifies trips and sojournin tax haven.
Tax planning is carried out by the certain techniqu
The basic methodof tax planning isanalytical. There is the analysis and
comparison of tax stipulations of territories ofeocountry or the different countries
and revealing of most tax favorable.

Basic steps of tax planning

1) Revealing of the legislation giving tax priviksg

2) Formation of the legal form of organization if&j under the maximum
guantity of tax privileges;

3) Solution of problems of financially-accountingonapatibility (if the
organization is formed abroad, or it is going takvihere);

4) Working out of schemes of concrete business#etions.

Stipulations of effectiveness of tax planning

1) Most favourable (from tax viewpoint) the locatioh lead agency (parent
organization), and its directing bodies, filial agges, subsidiaries.

2) Optimality of the legal form of organization inetliatio with a forming tax
regime.The forms are established and regulated by themstlegislation of the state.
In Russia there are — Civil Code and federal laws$he concrete form (i.e. joint-stock
companies, limited responsibility societies, etc.).

OPTIMUM LEGAL FORMS OF ORGANIZATION PROVIDED BYEMWAJORITY
OF CIVILIZED COUNTRIES

General partnership

At their formation is not formed the new legal pars relations between
participants are the contractual. The income taxeised from incomes of each
participant. Advantage of such form abroad is absei the profit tax, as subjects of
a tax duty are participants of partnership, but pettnership. Lack of the general
partnership is its full liability.

Limited liability companies

They are used with the purpose of tax planning leeaf peculiarities of legal
responsibility. Such companies have limited lidpijlii.e. each participant of the
company answers for obligations only at the ratihefdeposit. Besides, liquidation of
one participant of the company does not to stopabivity of the company and it
continues to be had by business.

Mixed enterprises

In such enterprises depositors have full respditgiband other participants —
limited. Therefore the form unites advantages aukd of the two first groups of
forms.

! Agreement between Government of the Russian Féoler@nd Government of Republic
of Nauru on mutual abrogation of visa requiremdoi<itizens of the Russian Federation and
citizens of Republic of Nauru: it is in New York oBeptember 24, 2014 [Electronic
resources] // URL: http://www.pravo.gov.ru.
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In Russiathe legal form of organization in itself does notate tax privileges:
they are created by an activity type, having oftaier objects etc. At that it is
necessary to remember, that the businesspersofdshperatein exact conformity
with the Charterand the purposes declared in it. Otherwise hs talder chapter 22
of CCRF (i.e. crimes in economic activities sphareluding tax evasion etc.).

At the same time, the responsibility depends onomnfchoice in case of
organization liquidation. And at such liquidatidmettax duty is stopped only after
repayment of the arrears, fine, and penalties.eixample, a full partnership solidary
is responsible on partnership debts by all propéry it has full responsibility (items
69, 75 of CCR). On the contrary, the limited respbifity society (LRS) is
responsible only within the contributions in thehaarized capital (FL on LRS). With
7/1/2009 in Russia has begun obligatory re-redistraof limited responsibility
societies. For July 1, 2009 the number of such eongs was more than 75 percent
from total of the registered organizations. It fieced to these companies to reverse
structure of the obligatory documentation (for epéan instead of the constituent
contract the company charter should be the maimumeat of LRS). Necessity of
protection of ights of participants from stealingtbeir participatory shares became
one of problems of alteration of the legislationld®S. Now, is put into operation the
notarial certificate of transactions on alienatidra participatory share or its part. The
person, who alienates the participatory sharesqguatt, should sign the application for
registration: but only the notary authenticated ttransaction, devolves this
application to registering body. Data on individghhre in LRS should appear in the
register (that was not provided on former legal nm&)t Also are toughened
requirements to the authorized capital of LRS atiroaspects of activity of LRS,
including to responsibility under its commitments

But there are situationsthen the legal form of organization influenceseirgity
of the taxationFor example, a joint-stock company is assessetidgaduble tax — on
profit and on dividends, as dividends by TCR iseipehdent object of taxation.

3) As much as possible full and correct use of taxilpges in current business.
For example, realization of the major and vital mmaddproducts is exempted from
VAT (item 149 of TCR).

The states are not interested in subsistence gfrigikeges and tax planning since
receives less tax revenues in budgets. There @ esen the term «unconscientious
tax competition»: but in our opinion, it is incoctgas tax planning is lawful activity.

Nevertheless, each state tries as much as possilieit use of tax planning with
the purpose of increase in tax revenues of budyéith. the purpose of restriction of
tax planning are usddllowing types of the interconnected methods:

I. National-legal methods of restriction of tax phaing

We define the methods based on the concept of aamarof powers fixed by
item 10 of Constitution of the Russian Federation.

1) Legislative method is an establishing in Tax Code of the RussiatteFaion,
and other legislation of restrictive measures: dotyegister in tax authority and to

! On alteration in chapter 4 of part 1 of Civil Codethe Russian Federation and on
recognition expired some provisions of legislatass of the Russian Federation: federal law
of the Russian Federation from May 5, 20M 99 [Electronic resources] // URL:
http://www.pravo.gov.ru;

Panina T. We will rediscount all // Rossiiskaya &az— 2009. — On October 14.
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receive of TIN; duty to render the tax declaratiwith documents justifying it;
restriction of rights of the payer by duties of taxthorities; abrogation or reduction of
tax privileges; bringing to legal responsibilityce

CCREF establishes the criminal responsibility for foliogy deeds which are
realized including for tax evasion (items 173-173.2

*Formation (reorganization) of legal person by figlieads; data presentation in
registering body, which have entailed entering iht® uniform state register of legal
persons of data on figureheads. At tfigureheadsare persons who are founders
(participants) of legal person or who are agenecfesdministration of legal persons —
thanks to which data have been consigned in théormamistate register of legal
persons; as well as persons who are agencies ohiathation of legal person without
the purpose of administration by the legal person.

*|dentity paper rendering, or proxy delivery — Hese actions are realized for
entering into the uniform state register of legadsons of data on the figurehead.

* Acquisition of the identity paper, or use of tipersonal data received by
illegal — if these deeds are realized for enteninig the uniform state register of legal
persons of data on the figurehead.

2) Executive method is concluded in lawful activity of bodies of ttex control.
There are tax inspections, tax proceeding etc.

3) Judicial method-in Russiat is realized by use of legal norms of CCR otitfaus
and feigned transactions. They are considered tny as insignificantln the USAs used
judicial doctrinesFor example, it is the judicial doctrine of the USBusiness purpose».
According to the doctrine, the transaction formtag advantages to the parties can be
recognized void by court if the transaction doesreach the business purpose. Then the
court uses rigid consequences of invalidity oftthasaction.

. International legal methods of restriction ofax planning

1) Compulsory method is use of measures of international and law aosnmn
(sanctions and counter-measures) to the subjectheofnternational law who has
realized the international tax violations.

2) Information-analytical method is the search, analysis and transfer to the
interested countries and organizations of datahensubjects of international law
realizing the international tax violations.

So, Government of the Russian Federation in 20%4irduded in a government
program the indexNe 27 «Anti-offshore laundering of national economgecording
to which it is necessary — increase of a transpgref the Russian economics and
effectiveness of a data exchange with tax autlesrivf the foreign states; initiation in
the legislation of Russian Federation on taxesdares of measures on counteraction
to unconscientious use of intergovernmental agre&sren double taxation avoidance.

Russia ratified on November 4, 20Cénvention on the mutual administrative
help on tax causées Federal Tax Service, Federal Bailiff Service,vaadl as their

! On the approval of the government program of thesin Federation «Management by
public finances and regulation of the financial keds»: decree of Government of the Russian
Federation from April 4, 201Xe 320 [Electronic resources]//URL: http://www.pragov.ru.

2 Convention on the mutual administrative help ondauses from January 25, 1988: it is
changed by the Protocol from May 27, 2010: it gned on behalf of the Russian Federation in
the city Cannes on November 3, 2011: it is ratifigdFederal law of the Russian Federation
from November 4, 20140 325 // Rossiiskaya Gazeta. — 2014. — On November 7
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authorized representatives are fixed as the Rusaighoritative bodies for the
Convention. According to the Convention, partiém(lis the states or other territories)
render the administrative help each other on tases And such help can include the
measures undertaken by judicial bodies. Hubministrative helpis: information
interchange, carrying out of simultaneous tax inEpas and participation in tax
inspections abroad; help on collection of taxesluising acceptance of injunctions;
delivery of documents. However Russia reservesitie to itself not to render the
help on recovery of the any tax order or on recpwdrthe administrative penalty for
all types of tax. For October, 2014 tB®nvention in an update has come into force
for 57 states and territorieAlbania, Anguilla, Argentina, Aruba, Australiaustria,
Belize, Bermuda, British Virgin Islands, Canaday@an islands, Colombia, Costa
Rica, Croatia, Curacao, Czechia, Denmark, EstoRiaeroes, Finland, France,
Georgia, Ghana, Gibraltar, Greece, Greenland, Gagrriceland, India, Ireland, Isle
of Man, ltaly, Japan, Jersey, Republic Korea, latvithuania, Luxemburg, Malta,
Mexico, Moldova, Montserrat, Netherlands, New ZadlaNorway, Poland, Romania,
Sent-Maarten, Slovakia, Slovenia, Republic of SoMfitica, Spain, Sweden, Tunis,
Turks and Caicos Islands, Ukraine, Great Britaife Tonvention have signed
Andorra, Azerbaijan, Belgium, Brazil, Cameroon, IEhiChina, Cyprus, Gabon,
Germany, Guatemala, Hungary, Indonesia, Kazakhstaechtenstein, Monaco,
Morocco, Nigeria, Philippines, Portugal, San Marirfdaudi Arabia, Singapore,
Switzerland, Turkey, the USAIn the Convention offshore jurisdictions do not
participate Bahamas, Dominica, Marshall Islands, Panama, &gdlgs, Saint Vincent
and Grenadines, Sent-Kits and Nevis, as well asjedrArab Emirates and Hong
Kong.

15.2. Tax losses

Tax lossesare losses of the payer of taxes and dues in ctonewith inadequate
tax planning.

Hence, the businesspersons or other persons arestdd in decrease in losses
based on use of the force tax legislation. For gtenirom tax base of the individual
income tax can be deducted expenses on acquisitimedicines. But for this purpose
it is necessary to collect documents under thedfieem and then to append them to
the application in tax authority on deduction uBeis the elementary scheme of
decrease in tax losses under the individual inctameHowever the businesspersons
or other persons are interested in considerablgatiiin of tax base and consequently
legally or wrongfully they uses different schemésl@crease in tax losses.

BASIC SCHEMES OF DECREASE IN TAX LOSSES

ELIMINATION OF DIRECT TAXES BY FORMATION OF THE OFF SHORE
and DECREASE IN TAX EXPENSES AT EXPORTATION OF INCRIES

The term «offshore» has originated from Englisff shore»— i.e. it is being out
of country territory, behind its limits. Therefoime Russian variant of spelling of the
term more correctly to use two letters «f». Unfodtely, often take place
simplifications which even have got to legal acts. We will writgrectly.

! Pavlov P.V. Offshore activity: issues of a legagulation / The Journal of Russian
Law. — 2011. Ne 5.
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«The offshore aristocracy» — is the pseudo-elitthefRussian business using the
offshore for exportation of the Russian capitalasrthe expansion instrument. As a
result in most cases the Russian magnates becooneigtf investors», who have
earlier transferred financial assets by the offshinrtax havens under control to them.
With reference to the offshore, is used the ternffskore jurisdiction». l.e. is
underlined sovereignty of the territory on whicle thffshore is registered, as well as
independence of the company of jurisdictions oepttountries. Besides, is used the
definition «offshore business» as internationalreronic event and difficult complex
procesk

General attributes of all types of the offshore cpamies (offshore):

A) They are necessarily registered in tax haven;

B) They operate in not-tax or concessionary terms.

Attributes of the classical offshore:

1) They are nonresident in relation to territorvdsere they have registered. It
signifies that their centre of the control and ngeraent is outside of tax haven, and
any transactions are realized outside of tax haare the offshore is registered.

2) They are exempted from taxes and pay annualgatblly due in
comprehensible rate.

3) Procedure of registration and administrationtlby company is simplified.
Requirements to carrying out of general meetings @mpany boards of directors
have formal character.

4) In the classical offshore — it is not realizeédahcial control (including
currency, tax etc.); requirements under the fir@naccountability are reduced to a
minimum; there are no auditor inspections.

5) Seizin by the company can be anonymous, atdniginantees of confidentiality
fixed by the tax haven law.

Examples of the classical offshare

A) Cayman Islands- is seizin of Great Britain in Caribbean Sea. fheimum
capital is not fixed. The registered office is nequired, the agent or the secretary is
not necessary. The board of directors is realizext @ year. However some countries
could form the relative control over Cayman Islarfelsr example, the USA assents to
use the islands only regarding the incomes negedsarindemnification of losses
from placing of manufacture abroad. In other pacdomes should be transferred to
USA and from them should be paid the tax

B) Gibraltar — is the basic naval base of the Great BritaiMé@diterranean Sea.
The territory adjoining to it is the area of freaede and offshore business. Privileges
on their territory are provided not only for inves, but also for trading transactions.
Therefore Gibraltar is used as tax haven for cbaimd of the goods and capitals.
According to British and Spanish sources, theifllgoods the sum of 400-500
thousand USA dollars every day arrive to Europé&htyraltar. Here incomes of North
American narcobusinessmen are laundered. The $usmish-British commission
on struggle against illegal transactions in Gilaralhas been formed, but it cannot
influence a situation.

Classical offshore is used for laundering of illebancomes and terrorism
financing. Tax havens in which the classical offsh® is registered, are called —

! pavlov P.V. The mentioned writing.
2 Baliev A., Dymov G. The Extreme West will not leawo Europe // Rossiiskaya
Gazeta. — 2001. — On February 23.
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offshore zones (or silent tax havens). Thereby their criminal chacter is
underlined.

However attempts to improve such zones are undmtako, P.V. Pavlov
believes that offshore business is realized inhoffs zones, and an offshore zone at
him — is a component of term «free economic zanée are convinced, that such
position contradicts both to the legislation andlitge. Use of offshore zones realizes
to an unconscientious tax competition (i.e. tax petiion violating of national legal
norms both the conventional principles and rulemiarnational law).

Offshore zonds the wrong word-group as in it are connected tilpe of the
company and territory. But by virtue of repeatederation in mass-media it has
become current and is already used in legal &ctRussiathe list of offshore zones
fixes Ministry of Finance of the Russian Federatigrthe decree.

This decree refers to offshore zone the followitagesand territory: Antilles;
Principality of Andorra; Antigua and Barbuda; Argli@ommonwealth the Bahamas;
Kingdom Bahrain; Belize; Bermuda; Brunei-Darussagld&epublic Vanuatu; British
Virgin Islands; Gibraltar; Grenada; Commonwealth d@&ominica; Special
administrative district Hong Kong (Siangan) and &gle administrative district
Macao — all in Chinese National Republic; and otiféshore zones — only 42 poifits
Besides, Federal Service for Financial Monitoringcbordination with Ministry of
Foreign Affairs of Russian Federation, Ministry bfternal Affairs of Russian
Federation, the bodies of state security (takirig account FATF documents) — fix
the list of the states (territories) which do natrg out the FATF recommendatidns
The organizations registered in offshore zonescesidugust 13, 2015 cannot
participate in the state purchases. The commissiomealization of purchases has
acquired the right to reject all demands of orgatiin which is offshore

The Russian mass-media emphasthat because of withdrawal of money in the
offshore the Russian budget annually receivedress30 to 50 billion dollars of taxes.

Russia made active struggle against the offshmyrein particular, signing of
agreements with offshore jurisdictions on informatinterchange. For example, such
agreement has been signed with Cyprasd the country is in this connection

! paviov P.V. The mentioned writing.

2 On the approval of the List of the states anditeeies which are rendering to a
preferential tax treatment of the taxation and (at) providing disclosings and rendering of the
information at carrying out of financial transactso (offshore zones): decree of Minfin of
Russia from November 13, 200N 108&i // Bulletin of statutory acts of federal enforcerne
authorities. — 2007. Ne 50.

% On the procedure of fixing and publication of tis¢ of the states (territories) which do
not participate in the international cooperationsphere of counteraction to legitimization
(laundering) of proceeds of crime, and to terroriémancing: decree of Government of the
Russian Federation from March 26, 2008 173 [Electronic resources] // URL:
http://www.pravo.gov.ru.

* Federal law of the Russian Federation from July 2815 Ne 227 [Electronic
resources] // URL: http://www.pravo.gov.ru.

® Cucol E. The offshore on equal footing // RossijgkGazeta. — 2010. — On November 17.

® Agreement between Government of the Russian Fédier@nd Government of Republic
of Cyprus on double taxation avoidance concernagd on the income and capital: it is
signed in Nicosia on December 5, 1998 |[Electroniesources] // URL:
http://www.pravo.gov.ru.
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excluded from the «black list» of Ministry of Fir@nof the Russian Federation and
Bank of Russia.

Attributes of the companies of offshore type

1) They have the right to initiate real officestlé place of registration in tax
haven

2) They have the right to do business and to bayé¢hal estate in tax haven at the
place of registration at the preferential taxation.

3) Over them is supposed the financial control.

For example is the independent stat€emmonwealth of the Bahaméd/est
Indies). The offshore companies on the Bahamas mtstave the registered office
and at least two shareholders; to realize geneedtings. The Bahama Senate has
passed the law about information disclosing on lmankransactions. Bahamas take
the third place under investments into the Russ@iferrous metallurgy after France
and Virgin Islands

Formally, formation of the offshore and their regigion in tax havens are
considered as lawful activityecause the offshore company is formed and regi$ter
based on tax haven legislations, and is guarariigdte lawsPublic prosecution of
the offshore companies can be considered as irgade in internal affairs of the
sovereign state.

Strategy of Russia in this connection

1) Russia should not interfere to use of tax hawehgh do not violate the
conventional legal norms (principles) of internatiblaw and international treaties of
the Russian Federation.

2) Russia should — stop formation of the compammeax havens, which are used
for laundering of proceeds of crime, financing gfremism and terrorism, and other
illegal activity; to co-operate with this view witihternational organizations (FATF
etc.).

Government of Russia believes that the taxationttef Russian offshore
companies should depend not on the state legislaiio which the company is
founded or registered, and from the labour and agtnation place. If company is the
Russian tax resident, Russia has the right to sissetax on income of it company all
over the world. It follows from natural connectiohthe company with the state

The federal lawNe 88 from 7/28/200% has forbiddenthe Russian credit
organizations

* To open an accounts and deposits to anonymousgsasseas well as natural
persons in their absence;

* To establish and keep relations with the banksr-residents who do not
have in territories the states in whom they aréstered, constantly in force agencies
of administration.

Russian President has paid special attention tdlenms of tax planning in the
Budget message on the budgetary policy in 2010-2B&2has underlined, that
practice of use of grey tax schemes still hasfaslstability of a profitable part of the

! Bahamas-mums // News (newspaper). — 2000. — Omigtuid.

2 Konishcheva T. The state will receive profit evinthe offshore // Rossiiskaya
Gazeta. — 2001. — On April 11.

% Rossiiskaya Gazeta. — 2004. — On July 31.
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budget.In this connection President of the Russian Feitgratas proposeded to
realize the followingcomplex of measuresa) legislatively to fix instruments of
counteraction to abusing by legal norms of theslagipn of the Russian Federation on
taxes and dues with the purpose of tax mitigatroaking use at that the practical
experience of the arbitration courts) operatively to adopt the amendments to Tax
Code of the Russian Federation in the part conegrifie control of transfer pricing.
At that the amendments should — to exclude risksambiguous interpretation of
legislative legal norms by participants of tax legelations; to guarantee working
capacity of the new mechanism of the control; tallvected on minimization of the
risks connected with use of the transfer pricedegislatively to fix the mechanisms
of counteraction to use of agreements on doublatitax avoidance with the purpose
of tax mitigation at realization of transactiongiwihe foreign companies when final
beneficiaries are not residents of the country wikiich is entered the agreement.

The effective legislaticnany more does not allow the organizations whiehiar
offshore jurisdiction, to get the state supporte Tihterdiction mentions the Russian
legal persons in whom authorized capital the pipaiory part of the offshore
companies exceeds 50 percent, and beneficiarigsath natural persons which will
receive behalf from the transaction. Under suclcuoistances, many Russian
organizations should undertake measures on retgting of business and deducing
from the corporate structure of majority foreigmtjggpants.

World community strategy

The world community urges not to cancel preferémdia rates (it will ruin world
finances and economics), and to achieve a transparand cooperation. It is
necessary, that tax havens rendered the informatitontax authorities about
tranzactions to accounts that will reduce grey saseand will increase a collecting of
taxes.

The specialized offshore companies are formedh@mtaximum decrease in tax
losses by businesspersons.

15.3. Specialized offshore companies

Specialized offshore companiase the organizations registered in tax havens
which specialize in various spheres of business athievement of as much as
possible net profit. Their overall peculiarity iset minimum taxation which is not
generating tax losses.

The specialized offshore companies are various. With the purpose of
educational process can choose the most interestitggnational financial channels;
insurance firms; leasing firms; building firms; séans; offshore trusts; offshore
banks.

INTERNATIONAL FINANCIAL CHANNEL

International financial channel (Conduit Companyis financial organization by
which dividends and banking percent are transferrf8dch companies name
«channelfrom English «conduit» — i.e. channel, secret agss

! Federal law of the Russian Federation from Felyrlisr 2016Ne 32.
2 Voronina Yu. Guarantees only for own // Rossiisk@azeta. — 2016. — On February 2.
% Latuhina K. In economics language // Rossiiskagae®a. — 2009. — On April 8. — P. 3.
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International financial channét is formed by lead parent organization (Transit
Company) in the form of subsidiary and it is regjistl in tax haven (there are — Belgium,
Netherlands, Switzerland, Austria, Denmark, Luxergpwhich should have:

1) The law, giving to the foreign companies: rigiht carrying out of credit
transactions; zero rate of the tax on exportatibmaomes in the form of dividends
and banking interests; the preferential taxatioa ofargin.

Margin (from French «marge» — i.e. page field, kedge¥—the difference
between the prices of the goods (purchased aridggelprices of securities (at date of
a celebration and day of discharge of the transadri between the price of the buyer
and by the seller) and other indicators. The maigimsed in trading, exchange,
insurance and credit practice.

2) Tax agreements on elimination of the double ttarawith other states, in
which is registered the holding intermediary (iansfers dividends and interests
between the transit company and Conduit Company).

INSURANCE OFFSHORE FIRMS

Insurance offshore firms are financially-stable insurers who are regéeten tax
haven and are had by reinsurance of risks and msegplity of the foreign trade
supplies of legal persons.

Insurance— is the business type, which basic subject isinbkarer— (i.e. the
legal person of the lawful legal form of organimatiformed with the purpose of
insurance business.

The insurer should be financially steady, i.e. h#twe paid authorized capital,
insurance reserves and insurance funds. Such essand funds the insurer have the
right to place any lawful method (to advance a itrendvest etc.) — and all it on a
returnable basis and under interests. For recenimyofit the insurer can enter to the
public international insurance market, but tax éssare great. Therefore insurers use
tax sparing intrafirm insurance schemas reinsurance in the wide sense, i.e. at
insurance of risks and responsibility. Reinsurarscéhe most favourable, as the
reinsurer is authoritative by virtue of high fingalcstability. Clients trust it already
because he not simply insurer, and the reinsurer.

For example, the offshore insurance company candseporated on Bahamas, or
to be the foreign company registered accordingdbaenas Foreign Companies Act.
The offshore insurance company operates the bssiadsom territory of the islands,
is licensed according to the Bahamas insurancsl#gin, and also has the right to
insure only the risks which are them foreign. Aattlthe risk matter can concern
shareholders of the insurer. On Bahamas, therénar¢he laws on insurance for the
offshore companies and accordingly two types otiiasce licences — «Life» and
«Other Than Life». If the sum of awards of captbeenpany (with one or group of
shareholders) insuring risks of its members, exsek®D0 000, that it falls under
action of External Insurance Act from 1983. All etftaptive companies are regulated
by the other law — Insurance Act from 1969. The l@am 1983 named such
companies «foreign» insurers, and from 1969 — «@sidents.

Strategy of Russia in this connectisn- to block possibilities for giving of tax
sparing insurance schemes by legislative way. Sschemes should become
unprofitable for businesspersons, since all of themre the type of short-term

! [Electronic resources] 1 URL: http://www.airn.naw-

arch/worldbusiness/990825/front.htm
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insurance. It is necessary for Russia to emphasideng-term insurance since it was
real protects beneficiaries and guarantees itmafgpersonal savings. On this way for
a long time there are the USA, Finland and Cantwar insurers simultaneously are
the largest investors of national economies (tpaiticipatory share is 13 % of the
gross domestic produtt)

LEASING OFFSHORE FIRMS

Leasing offshore firms- is organizations which are registered in taxehnafi.e.
Luxemburg, etc.) and are had by realization of isppéeasing schemes.

Leasingis a financial lease. The basic model of leasiag be looked on the
Internet sité Transactions of leasing firm on property acqiggitin leasing, on its
amortization, as well as other leasing transactayesassessed by the minimum taxes.
The profit on leasing transactions also is taxedeumthe minimum rate, i.e. is received
the net profit: it can be put on the bank accoanttie further use.

BUILDING OFFSHORE FIRMS

Building offshore firms— is organizations which are registered in taxehaf.e.
Belize, etc.) and are had by building and consimaatvorks on contractual objects.

According to the tax haven laws, such firms aretaxpayers the first 12 months.
If the object is built up within the first 12 momsth incomes from its sale are not
taxed. The received net profit can take placesamk laccounts for the further use.

SEA OFFSHORE FIRMS

Sea offshore firms- is organizations which are registered in taxemasnd are
had by the international carriages of goods, pagssrand their luggage by sea.

Sea firms, as a rule, are registered in tax havdrnish name the countries of
«convenient flags». There are countries «PanHoLib{e. Panama, Honduras,
Liberia, Costa Rica), Cyprus and some other. Afagistration in tax haven, all
incomes from ship exploitation under the «aconwenitag» and not infrequently
personal incomes of members of the commands arempgd from the tax, or
assessed by it under the symbolical rate.

In the late eighties Soviet Union took the fifttapé in the world by quantity of
sea trading ships (there are nearby 1600). In 1@@82r the Russian flag went already
800 ships, and in 2004 — 204. The others ships litied «convenient flags». Ships
were formalized on subsidiaries of the Russianinigaghipping companies, or their
foreign shareholders and registered in tax havéhs. reason was covered in the
unreasonable tax policy of Russia. Ships undeRiesian flag have been compelled
to transfer into the budget to 80 % of the incomfescording to Federation of trade
unions of workers of sea, river and fishing fleain-foreign ship-owners worked as a
rule seamens from three countries — China, Philgpiand Russia. Therefore in
Russia the reasonable idea has fornRadssian international register of courts
(further — the register), registration of shipsaihich forms for ship-owners essential
privileges and transforms already Russia into twuntry of a convenient flag»

! Maltsev V. The insurance — treasury to beh&b4siiskaya Gazeta. — 2001. — On June 1.

2 [Electronic resources] // URL: http://www.profia/se/7_2005/class_|_opp/

3 Zykova T. Offshore will lower the Russian flagsRbssiiskaya Gazeta. — 2005. — On
June 7. - P. 4;

Zykova T. Taxes knee-deep to sailors // Rossiiskagzeta. — 2005. — On November 25. — P. 5.
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The FL-168 from 12/20/2005 has received the bullppallation «On alteration
in some legislative acts of the Russian Federationconnection with formation of
the Russian international register of ships»

The law has fixed following privileges:

*Only the ships included in the register, can bel ltyy carriages of goods,
passengers and their luggage by sea, as well dsrieg of other services (items 33 of
MCR);

*Importation on customs territory of Russian Fetieraof the courts liabling to
registration in the register, is not taxed on valdded (item 150 of TCR);

*Realization of the built courts liabling to regstion in the register is taxed on
value added under the rate of zero % (items 164CR);

*At fixing of tax base of the organization profitax are not considered the
incomes of ship-owners received from exploitatidérslips registered in the register
(item 251 of TCR);

*Ships registered in the register, are not objédbration by transport tax (item
358 of TCR);

*Organizations — concerning the courts registerethé register — are exempted
from taxation on property of organizations (iteni38 TCR);

*Ships registered in the register, are exemptenh filee customs duty (item 35 of
the Law of the Russian Federation «On the custant$s);

Russia as the state receives incomes in the for8taié Duty for registration of
ships in the — State register of shipping, and Ruosmeternational register of ships
(and for annual acknowledgement of such regismatiship book or bare-boat-charter
register and for any alterations made to them (Bérnof MCR; chapter 25.3 of TCR).

OFFSHORE TRUSTS

Offshore trust- is the organization which is registered in taxdn (i.e. the USA,
Great Britain, Canada, and Australia) and realizast scheme of conclusion of
property from under the taxation and suit.

Trust— is the specific legal form of fiduciary managemby property (material
resources) by a trust contract.

The parties of the trust contract are:

*Founder of a trust;

*Authorized representative (curator of a trust).

*Beneficiary (proprietor).

The founder and curator of a trust can be in onegoe The beneficiary by the
founder devolves own property in fiduciary manageire the curator of a trust. The
curator of a trust invests beneficiary propertythie capital of any financially steady
company or places by different way. At that theatoir of a trust is registered in tax
haven.

Hence, the property temporarily leaves the beraficproperty (he loses seizin,
i.e. actual possession by property). But at thah qaroperty is not the property of the
founder and curator of a trust (they operate tlopenty, but they do not give orders).
Therefore the property devolved in a trust, is gete#d from actions at law and not
taxed on property. Thbeasic lackof a trust consists in antinomies of the trustdaw

! On alteration in some legislative acts of the Rars$ederation in connection with
formation of the Russian international registeships: federal law of the Russian Federation
from December 20, 20Q% 168 // Rossiiskaya Gazeta. — 2005. — On Decenther 2
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and in absence of their unification. Therefore asec of dispute the court of the state
cannot recognize the contract as the trust. Indase on beneficiary property can be
comprehensively applied sanction (including tax).

OFFSHORE BANKS

Offshore bank- is the depositary credit organization registarethx haven and
having the offshore banking licence. Such bank thas right to render financial
services only to non-residents of tax haven. Thke @n income of offshore bank is
minimal.

Offshore banks are classified on followitypes:

1) Bank with the resident statudias real office at the place of registration in tax
haven. Example of tax haven for banks of such typeBelize.

2) Bank unstaffed functionate on the basis of other bank (patiog)z having
the general licence. Relations are formalized tgy lillateral mutually advantageous
agreement. The patronizing bank ensures activitgfishore bank. Bank unstaffed —
is the resident therefore it has high authoritye Thinimal authorized capital of such
bank — is not less than 500 000 USA dollars. I§lMan, Jersey, etc. — are examples
of tax havens under such banks:

3) Joint Stock Company is the non-resident; iho office in the place of
registration hadts licence gives the right opening of accounts eatgiving of money
only from the persons, specified in the licenceha special list. At the same time
such bank has the right to realize various bankiagsactions without restrictions.
The minimal capital of bank — is 100 000 USA ddlaExamples of tax havens under
such banks are the — Vanuatu, Western Samoa, anddviat.
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Chapter 16. INTERNATIONAL TAX LAW

16.1. Conception of international tax law.
16.2. International tax responsibility.

16.1. Conception of the international tax law

In the scientific literature are reflected varioognceptions and problems of
international financial and tax ldwand even specialists in technical sphefaere are
also the works coordinating tax problems with cererinternational legal practite
There is realized the comparative analysis of #hatton of some objects in Russia
and other countriés Their analysis, as well as current status of evdinances and
economics allows us to defend own position

The understanding of international tax law is ingdole without analysis of such
concepts as «international law», «internationallipulaw», «international private
law», «international financial law» and without teelution of the problem of their
correlation with each other and with a categortienal law>.
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Various concepts and problems of international faial law reflected in the
scientific literaturé. Analysis of the concepts and modern conditionthaf world
finances and economy allows us to defemah positior.

Relating to a category «international law» it isgble to accentuate monistic and
dualistic concepts, which are in detail describeR.A. Mjullerson’§, V.V. Gavrilov'$
scientific works and others. Followers of monishrefe are V. Levi, etc.) believe, that
international law and national law are a uniforrgdiesystem. Followers of dualism
(there are G. Tripel’, etc.) confident, that inadional law and national law are
various independent legal systems.

The solution of the problem of correlation of imational law and national (i.e.
interstate) law is especially seriGublse of international legal norms in the coungy i
realized by of debatable mechanisms of implememtateceiving, transformatiohs

OUR VIEWPOINT

National law (domestic law) has a supremacy (prihawer international law,
i.e. it has primary charactdret us consider this thesis on an example of Rlssia

According to point 4 of item 15 of RF Constitutidhe conventional principles
and rules of international law, international treatof Russia are the component of its
legal system. Rules of the international treatyused, if the international treaty of the

! Guseva T.A., Afonina N.G. Economic crisis and fical law // The Financial Law
(journal). — 2009. Ne 8;

Zapol'skij S.V. Globalization of economy — finarnbjdegal aspect // The Financial Law
(journal). —2011. Ne 11;

Kudryashov V.V. The investment policy of world soeign funds in a financially legal
context // The Financial Law (journal). — 2009.Ne-7;

Petrova G.V. The basic approaches to formatiomtd#rinational financial law as legal
system // The Legislation and Economics (jourra005. -Ne 8;
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basic problems of the transboundary taxation in Elieopean-Asian space: Matters of the
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Russian Federation establishes other rules, thapravided by the law. International
treaties are used in Russia not directly, but aslyhe component of its legal system.

To become the component of Russian legal systeias rand principles of
international law should be conventional (i.e. timé and Russia) and correspond to
national interests of Russia.

Thus,supremacy over lawisas not rules and principles of international laut, only
international treaties dRussia.The treaties should come into force. Thus, they ma
challenged in Constitutional Court of the Russiaddfation (item 125 of Russian
Constitution). In addition, at last, Russian fetlera «On the international treaties of the
Russian Federation» regulates the treaties. Margoomt 2 of item 4 of RF Constitution
in the unequivocal and categorical form, withousereations specifies, that RF
Constitution and federal laws hasigpremacy in all territory of the Russian Fedenatio

Thus, the chairperson of Constitutional Court & Russian Federation correctly,
in our opinion, has advisédo use the position of Federal Constitutional Cafr
Germany, according to which does not contradict ptlhepose of adherence to
international law if the legislator, as an excepti@oes not observe law of the
international contracts provided that it is thequs way to avoid of infringement of
basic constitutional principles.

As correctly has specified Constitutional Courttbé Russian Federation, the
decision of the empowered interstate body cann@xeeuted the Russian Federation
if interpretation of rule of the international ttgaon which the decision is based,
violates corresponding positions of Constitutioritef Russian Federation

Such position long time was only opinion, withopphcable formalization. The
situation has changed in December, 2013 — whentf@di@nal Court of the Russian
Federation has enacted the ruling in connectiorh viitquiry of presidium of
Leningrad district military court on the same cause

Official positions of Constitutional Court of theussian Federation are:
1) general jurisdiction court obliged to submit onty €onstitution of the Russian
Federation and the federal law can come to coramiusi impossibility of execution of
the ruling of European Court of Human Rightl this case the general jurisdiction
court is competent to suspend the procedure abd applied to Constitutional Court
of the Russian Federation with inquiry on constituslity test of these statufes
2) interaction of European conventional and Russianstitutional legal orders is
impossible in the conditions of subordination alyahialogue between various legal

! Zor'kin V. Compliance limit / Rossiiskaya Gazeta2010. — On October 29.

2 On case of constitutionality test of provisionsiten 1of Federal law «On ratification
of Convention for the Protection of Human Rights &undamental Freedoms and protocols to
it», points 1 and 2 of item 32 of Federal law «QOmneinational treaties of the Russian
Federation», parts 1 and 4 of item 11, point 4at g of item 392 of Civil Procedure Code of
the Russian Federation, parts 1 and 4 of item @Bt @ of part 3 of item 311 of Arbitration
Procedure Code of the Russian Federation, partel Yaf item 15, point 4 of part 1of item
350 of Code of Administrative Court Procedure & RBussian Federation and point 2 of part 4
of item 413 of Criminal and procedure Code of thes§tan Federation in connection with
inquiry of group of deputies of State Duma: ruliofy Constitutional Court of the Russian
Federation from July 14, 201 21 // Rossiiskaya Gazeta. — 2015. — On July 27.

% On case of constitutionality test of provisionsitefn 11 and points 3 and 4 of part 4 of
item 392 of Civil Procedure Code of the Russiandrfation in connection with inquiry of
presidium of Leningrad district martial court: ngi of Constitutional Court of the Russian
Federation from December 6, 208827 // Rossiiskaya Gazeta. — 2013. — On Decemher 18
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systems forms a basis of their applicable baldneerce, a ruling of European Court of
Human Rights cannot be obligatory for the RussiedeFation if concrete provision of
Convention for the Protection of Human Rights anddamental Freedoms (on which
this ruling leans) as a result its interpretationfticts to provisions of Constitution of
the Russian Federatibn

In 2015, Constitutional Court of the Russian Fedierahas continued to defend
supremacy of Russian Constitution according tofdtlewing legal propositionthe
decision of the authorized interstate body, inaigdihe ruling of European Court of
Human Rights, cannot be executed by the Russiaer&&ah, — if interpretation of
rule of the international treaty on which this (d&m is based, breaks conforming
provisions of Constitution of the Russian Federgtitn this connection the FCL on
Constitutional Court of the Russian Federation hasn added by chapter XIII.I
(Disposal of legal proceeding on possibility of exiton of decisions of interstate
body on protection rights and liberties of the pajs— according to which
Constitutional Court of the Russian Federationdwgiired such right from viewpoint
of foundations of constitutional system of the RaissFederation and the legal
regulation of rights established and liberties peason and citizen by the Constitution
of the Russian FederatibrThe Court has immediately used such fight

Permanent Court of Arbitration at The Hague is omere example of the
international judicial institution which roughly iarferes with internal affairs of
Russian FederationThe Court in the summer 2014 has obliged Russipaip 50
billion US dollars for an expropriation of assefsOpen Society «TCR YUKOS» (in
connection with violation of the tax legislation ), — because Russia has ostensibly
broken the Energy Charter (though the Russian B&dardid not ratify the Treaty to
the Energy Chartet) However District Court at The Hagias declared as the void
six decisions of Permanent Court of ArbitrationTae Hague. It signifies that Russia
not only de facto, but also de jure is not obligegbay 50 billion dollar to companies
Yukos Universal Limited, Hulley Enterprises Limitedd Veteran Petroleum Limited
which were shareholders of gone bankrupt Russiararpany «YUKOS». Also
according to the ruling of the District Court, eaghthree companies representing to
interests of the former shareholders «YUKOS», ghpaly to Russia on 16 801 euros
for the compensation of the legal Cost

1 On cause on the problem solution about executassipility according to Constitution
of the Russian Federation of the ruling of Europ€anrt of Human Rights from July 31, 2014
on cause «Open Society «Oil company «YUKOS» ag&tassia» in connection with inquiry
of Ministry of Justice of the Russian Federatiariing of Constitutional Court of the Russian
Federation from January 19, 2017Ne 1 [Electronic resources] // URL:
http://www.pravo.gov.ru.

2 Ruling of Constitutional Court of the Russian Fedien from July 14, 2015 21.

® Federal constitutional law of the Russian Fedenafiom December 14, 201& 7.

“* On cause about the problem solution on executassipility according to Constitution
of the Russian Federation of the ruling of Europ€anrt of Human Rights from July 4, 2013
on cause «Anchugov and Gladkov against Russiawrinaction with inquiry of Ministry of
Justice of the Russian Federation: ruling of Cawmstinal Court of the Russian Federation
from April 19, 2016Ne 12 [Electronic resources] // URL: http://www.pragov.ru.

® Zykova T. Russian Federation will challenge at Hegue decisions under YUKOS
claims // Rossiiskaya Gazeta. — 2015. — On Febrary

® Fedjakina A. Without the policy // Rossiiskaya @&z — 2015. — On April 20.
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In 2015, the Russian legislators at last were vesbto limit, by the federal law,
the so-calledurisdictional sovereigntyof the foreign state and its property in territory
of the Russian Federation. For the first time wiference to the foreign state have
been defined such terms as the — foreign statepepso of the foreign state,
jurisdictional immunities of the foreign state aitd property, judicial immunity,
immunity concerning measures on ensuring, immuityicerning executions of
judgment, court of the Russian Federation, sovergigperious powers. Under the
law, jurisdictional immunities of the foreign staaed its property in lawful volume
can be limited based on the principle of recipsoc8o, the foreign state in lawful
cases will not use in Russia judicial immunity cemeng disputes on right on
property, on harm compensation, &tc.

In this connection and in the conditions of curremd perspective western
restrictive measures it is necessary for Russia@nopinion):

*To leave U.N.O and to form its analogue — Russrdrrnational organization
«Multipolar world» with a site in St.-Petersburg;

*To leave Council of Europe and all other Europstmictures as we can form
conforming structures on the basis of Eurasian &Boon Union;

*To leave from under jurisdiction of internationaburts noticed in rendering of
politically motivated Antirussian decisions;

*To maintain only mutually advantageous financiatlaaconomic relations with
all without an exception the foreign states.

Russia should not enter to various internationafjanizations, but the foreign
states should enter to Russian international orgations.Only in this case Russia
will keep the sovereignty and world power role, lvgtrengthen own international
legal system, will allow reaching stability, inclad in economics and finances.

The problem of a correlation of international law ral national law is
complicates also by absence of unanimity in undarsting of international law
concerning problems of its correlation with categes «international public law»
and «international private law.

Our viewpointis following:

International law can be understood in the widesseand as international law
from positions of Russia.

International law in the wide sense is the spelgghl system, regulating the
relations between subjects of international lawribgrnational legal norms.

International lawfrom positions of Russia the special component of the Russian
legal system, regulating the relations between Rusnd other subjects of
international law by international treaties of tRassian Federation, and by principles
and rules of international law recognized by Russia

International public law is the synonym of intetinaal law.

International private lavean understood in the wide sense andngenational
private lawof Russia.

International private lavin the wide sensis the part of any national law with a
foreign element.

! On jurisdictional immunities of the foreign stated property of the foreign state in the
Russian Federation: federal law of the Russian fa¢gide from November 3, 2018e 297 //
Rossiiskaya Gazeta. — 2015. — On November 6.
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International private lavef Russids the inter-branch legal institution, regulating
civil, family, labour and other private relations the Russian Federation with a
foreign element.

DIFFERENTIATION OF INTERNATIONAL LAW AND INTERNANKY. PRIVATE
LAW IS REALIZED BY FOLLOWING CRITERIA

1. Subjects:

Subjects ofinternational laware the states and the international organizations
The subjects are universally recognized. All attep classify other subjects (there
are people, nation, Multinational Corporation, dical and natural persons etc.) are
disputable.

Subjects ofnternational private lavare juridical and natural persons.

2. Objects:

Object ofinternational laware interstate authoritative relations with eletaeof
contractual relations.

Object of international private laware private-law relations (i.e. civil, family,
labour relations etc.), having the internationarelater (i.e. a foreign element).

3. Sources:

Sources of international law are the — universally recognized rules of
international law, international treaty, and ingfanal habit.

Sources ofinternational private laware the national legislation, commercial
usage (i.e. usage of trade, commercialism) and sxnes.

4. Responsibility:

Responsibilityin international lawis international legal (i.e. international).

Responsibilityin international private laws civil legal (i.e. civil).

5. Sphere of activity:

Sphere of activity ofnternational lawis global (i.e. all states and other subjects
of international law).

Sphere of activity ofinternational private lawis national (i.e. in each state —
international private law).

At the same time, international laand internationaprivate law are not isolated
systems. Between them, there is an interrelation.

Features of interrelation of international law anéhternational private law are:

1) Homogeneous orientatien i.e. regulation of the relations, having the
international character.

2) Recognition of the stated.e. recognition of juridical ability of othetage.

3) Sources oflaw are the universally recognized rules of internatiotel,
international treaties and legal habits.

4) Internationaltreatiesconcerninginternationalprivate law cannot contradict to
international law principles, i.e. there are oviemins for the formation of legal
conditions for the international cooperation inivas spheres.

In the modern world, there is no uniform mechanisfmrealization of the
international legal norms within the limits of ratal legal systems. Each state solves
the problem independently, and the disorder of tfie@l decisions in that question is
wide enough: from declaration of supremacy of alteinational legal norms
concerning national laws and even constitutionsracognition of possibility of

! Panov V.P. International law: teaching material$vl.: INFRA-M publishers, 1997. —
Pp. 6-10.
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realization in the concrete country only their sale&ersions in specially stipulated
cases and at execution of some conditions

Coordination of concepts is necessary for the @urtbisclosing of theme —
«international tax law» — with concepts: «interoa#l (world) finance», taking into
account of our position concerning concepts — «ifie®, «international law».

Our interpretation of financial and tax aspects

International (world) finances are complex afternational-public relations,
resulting between the states and other subjectintefnational law concerning
formation, distribution and using of funds of mondgternational financial law
regulates it.

International (world) financial lawis an inter-branch legal institution in the
international legal system, regulating relationsdeen subjects of international law in
the process for the formation, distribution andhgsf funds of money.

International financial law is realized by its fimaal system.

World financial systems the complex and interrelation of internatiotedal
financial institutions.

International legal financial institutions the complex of the international legal
norms, regulating group of homogeneous internatifimancial relations.

Depending on kinds of financial institutions, itpsssible to choostllowing
kinds of international legal financial institutiongternational tax lawjnternational
budgetary lawjnternational currency lawinternational insurance lavinternational
credit law;international investment lavgecurities market international lakWence,
international tax law — is international and law fiancial institution.

However not all so is unequivocal in an internagiolaw scienceThe term «
international tax law» as a rule (i.e. with rareeption) in the educational literature
on international law is not used, and the tax aspeonly designated (and that
infrequently) at the analysis of the internatioeabnomic law.Therefore about the
international tax law basically write specialists tax law and occasionally — in
international law (Boguslavsky M., Veral'sky M., gtftskov M., Zapol'sky S.,
Kashin V, Kozyrin A., Lisovsky V., Padejsky N., Rosky E., Tolstopjatenko G.,
aKrokhina Yu., Pepeljaev S., Kucherov I,, Kotljakers. and others).

I.I. Kucherovunderstands international tax law as complex ef ldgal norms
established exclusively at interstate level andilaing tax relatiorfs

V.V. Poljakova and S.P. Kotljarenkzelieve that international tax law — is the
complex branch of law representing complex of rubésnational (interstate) and
international law, regulating the international tatations.

According toS.V. Zapol skyinternational tax law — is the category conditibn
also signifies a special regime of the taxationtted non-residents, formed on a
recognition of transboundary tax legal notms

! Gavrilov V.V. Position and international law rdtkelegal system of the Great Britain //
TheJurisprudence (journal). — 2008Ne4 (279). — P. 209.

% Tax law of Russia: the schoolbook for high schddislitor-in-chief Yu.A. Krohina. —
M.: NORM publishers, 2003. — P. 579-581.

% Tax law: the schoolbook / under editorship of SP@peljaev. — M.: JURIST publishers,
2004. — P. 339-341.

4 Zapol'sky S.V. Economics globalisation: finandmlv aspect // The Financial Law
(journal). —2011. Ne 11.
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E.A.Rovinskys convinced, that international tax law is disa@éas a sub-branch
of the international financial law which, in turis, considered as independent branch
of international public law

M.M. Boguslavskyproves that international tax law is a sub-bram¢hthe
international economic leiw

Position of M.O. Klejmenovdj

International tax law — is the specific of tax lamhich specializes on the
international aspects of the taxation.

She relates to the principles of international kaw:

1) Sovereign equality of the states in the inteomatl tax relations;

2) Cooperation, interaction of the states on agad mutually advantageous basis
(for example, in such directions, as the solutidnttee controversial problems,
concerning the double taxation, etc.);

3) Mutual recognition of rights and duties corrasgiag by it in tax sphere;

4) Conscientious fulfilment of obligations, conteat international legal norms;

5) Tax not discrimination.

Matter of international tax law is tax relationsiferstate level.

The international tax relations accrue from the neotnof a celebration by the
state of such international agreements, as:

- Agreement on elimination of the double taxatiod arevention of evasion from
the taxation;

- Treaties on legal aid rendering in tax sphereintdraction of authoritative
bodies of the states concerning the taxation.

At that to the international tax relations are redd to:

- Relations between the states concerning celebratind discharge of the
international tax agreements;

- Tax relations between the states both naturallegal persons of other states,
i.e. the tax relations touching the sovereigntyptbier states;

- Relations of public character between legal amg (atural persons of the
various states.

L.P. Fatkinoj's positioh

In a tax law of the any country, besides the natfidegislation, there is relations
at which necessarily take place a foreign elemEm. taxing subject is based on the
principle of territorial supremacy of the state iotlee territory with the purpose of
fixing by the national tax legislation of certagghl norms of the taxation of subjects
of foreign law. The international legal principlesames the state right to regulate and
control activity of foreign organizations within tm@nal territory, including on
distribution of the tax jurisdiction on the nondidEnts who are putting into practice
the activity in territory of the foreign state.

! Rovinskij E.A. International financial relationsich their legal regulation // The Soviet
State and Law (journal). — 1965Ne-2. — B. 60—-68

2 Boguslavsky M.M. International economic law. — MI986. — P. 5.

% Kleymenov M.O. Tax law: the manual. — M.: Moscdnahcial and industrial university
«Synergy» publishers, 2013.

4 Fat'kina L.P. Tax law. Course of lectures: the ma@n— M.: Book World publishers,
2010.

251



The purposes of the international cooperation ixatéon sphere are:

*Elimination of the double taxation;

*Harmonization of the tax systems and tax policy;

*Tax legislation unification;

*Prevention of evasion from the taxation;

*Avoidance of discrimination of taxpayers — nonidesits.

Possibility of the double taxation forms in theeagen one party applies for the
right to collect tax based on the fact of preseoicéhe taxpayer, and other party —
based on the place of receiving of the income fintéey, as well as if both countries
consider the foreign taxpayer as the resident.

In this connection double and even the repeateatitaxforms in following cases, if:

*Under the national tax legislation of the sevestaltes the taxpayer is recognized
by the resident and carries certain tax commitmieetsre each state;

*At the resident of one state forms the objectaoftion in territory of other state,
and both states collect tax from this object ohtan;

*Some states subject one and too the person whmmtigheir resident, to the
taxation on object which forms at the taxpayehiese states.

The double and repeated taxation is possible comgedirect taxes: profit tax —
i.e. on incomes, property, and capital. For exampjeitem 209 of TCR it is fixed,
those natural persons-residents of the Russianr&ieue are payers of the taxe on
income received both in territory of Russia, andlibe its limits. Indirect taxes are
levied starting with territoriality of the taxation

The problem of elimination of the double and repddataxation is solved both at
level of the national tax legislation, and at leeélthe international agreements. At
that the national legislation of the states prosigeeasures on elimination of the
repeated taxation only for own residents. Item 8fLTICR establishes the legal norm,
according to which the sums of the tax paid untderlégislation of the foreign states
by the Russian taxpayer, are set off at paymentheftax by him in Russian
Federation. Such elimination of the double taxatsocalled asax credit

In the national tax legislation, also is used disributive methodf elimination
of the double taxation, based on the principlexaingption from the tax. According to
the method, one state does not levy a tax on ttmia which is assessed by tax in
other state according to the treaty between thesutalgpes of these incomes. The tax
abatement reduces tax base of the sum of paibtard

We see, that all abovementioned viewpoints refleatious aspects of
international tax law, but without their complexradation. There are also other
conceptions of international tax lawHence, it is necessary for us to adhere to our
general conception.

! Kucherov L.I. International tax law and its soww¢eThe International Public and Private
Law (journal). — 2001. e 2;

Kucherov LI International tax law (the academiaise): the schoolbook. — M.: Joint-
Stock Company «YurinfoR» publishers, 2007;

Tax law of Russia: the schoolbook for high schddiitor-in-chief Yu.A. Krokhina. —
M.: NORM publishers, 2003;

Tax law: the schoolbook / under S.G. Pepeljaevimesthip. — M.: YURISTh publishers,
2004.
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OUR INTERPRETATION

The establishing of the taxes, dues, insuranceribatibns, special tax regimes,
and tax duty — is the state exclusive right on Whiannot encroach the international
community. At that tax law related to only to puldiw, i.e. it cannot be considered as
private law as legal relations form with obligat@articipation of authorities and have
public character. At the same time in tax law of8ia it is possible conditionally to
emphasize two parts. To thest part related to the legal norms regulating the
relations, completely falling under national juitdtbn. To thesecondpart are related
to the legal norms regulating the relations withtipgoation of a foreign element.

In Russia not only Russians, but also foreign eit&z and organizations form
objects of taxation and tax base. They are obligesbserve TCR and the legislation
to it not conflicting. Besides, their tax relationan be regulated by international
treaties of the Russian Federation and the coromadti rules (principles) of
international law (item 7 of TCR). But also in tliase such legal norms and treaties
form the Russian tax law — since they are includetie Russian legal system by item
15 of Constitutions of the Russian Federation, hexce they only correspond with
international law. Hencenternational tax law regulates relations excluivbetween
subjects of international law, though and concegniaxes and dues.

International (world) tax law— is international and law financial institutioims
system of international financial law, regulatinglations between subjects of
international law concerning collection of taxesl @ues.

Subijects of international tax law are:

1. The states

2. International organizations

Let's underline! These subjects of international feave not a tax duty, except for
no the international organizations formed in tersitof Russia (item 11 of TCR).
They regulate relations concerning discharge of day by natural persons and
organizations which cannot be unilaterally regwatéthin the limits of national law.

FOR EXAMPLE — EURASIAN ECONOMIC UNION (EEU)

On May 29, 2014in Astana has taken plachistorical event- Russia,
Kazakhstan, Belarus have sigrigaty on the Eurasian Economic Union (EEU).
EEU is the international organization of the regioesconomic integration possessing
the international juridical ability (i.e. legal ganality). In EEU provided freedom of
movement of the goods, services, capital and lab@alizing of the co-ordinate,
agreed or uniform policy in economy branches. Memsb&tes realize the co-ordinate
(agreed) regulation of the financial markets witthia limits of the Union.

Union bodies are— Supreme Eurasian Economic ChunEurasian
Intergovernmental Council; Eurasian Economic Corsiuais Court of the Eurasian
Economic Union. Financing of the Union activityré&alized by the Union budget. It is
formed by Regulations on the budget of EurasiamB&eoc Union. For the purpose of
financial and economic development and attractibineestments in territories of
member-states are created and function free {ecial) economic zones and free
warehouses. EEU provides formation of conditions & mutual recognition of
licenses in bank and insurance sectors, as wéfl ssctor of services on a securities
market. In EEU is realized uniform customs regolatby Customs Code of Eurasian
Economic Union and other international legal noriBefore coming into force of

! [Electronic resources] // URL: http://www.pravowgau.
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Customs Code of Eurasian Economic Union customsilaggn in the Union is
realized by the Treaty on Customs Code of Customsrand other acts of Customs
Union. The Treaty on the Eurasian Economic Uniolhlva entered by stage till 2025.
Because of the whilom USSR-republics are incaptbfanction without the financial
assistance of Russia. The goods imported fromtdeyriof one member-state on
territory of other member-state, are subjecteddirect taxes.

Member-states in mutual commerce levy taxes, albes and payments so that
the taxation in the member-state in which territpty into practice realization of the
goods of other member-states — was not less falgrian a taxation used by this
member-state at the same circumstances concerhitng gimilar goods, originating
with its territories. It is interesting, that in 28 on this ground Constitutional Court of
the Russian Federation has decided the differendewy of IIT with participation of
the citizen of Belards

Member-states fix directions, as well as the formed procedure of
harmonization of the legislation concerning taxekich influence on mutual trade —
lest that to break the stipulation of a competitio not to interfere with free moving
of the goods, works and services at national levet level of EEU.

The basic sources of the international tax law are:

1. International treaty (agreement);

2. Judicial precedent.

INTERNATIONAL TREATIES

From tax viewpoint, primarily should be discharghd legal horms of TCR on
the international treaties of the Russian Fedarafitem 7 of TCR). If the
international treaty of the Russian Federation biistees other legal norms than
provided by the tax legislation — uses legal noohshe international treaties. The
international tax treaties are invariable objecs@éntific researchés

The person having an actual right on incomes, thighpurpose of TCR and use of
international treaties of the Russian Federatiorceming the taxation is recognized the
person, which by virtue of direct and (or) indirgetrticipation in organization, or the
control over organization, or by virtue of othercamstances has the right to use
independently and (or) to give orders these incam#e person in which interests other
person is competent to give orders such incoméixiag of the person having an actual
right on incomes, are considered the functions khie carried out by such persons, as
well as risks received by them.

In case the international treaty of the RussianeFatbn concerning the taxation
provides use of the lowered rates of the tax omgatn from the taxation concerning
incomes from sources in Russian Federation forfdheign persons having an actual
right on these incomes, the foreign person iseaignized having an actual right on such
incomes if it— has the limited powers concerningpasals these incomes; realizes
concerning such incomes mediatorial functions terests of other person; does not carry
out any other functions and does not take up akg;rexpressly or by implication pays

! On case of constitutionality test of point 2 @it 207 and item of 216 Tax Code of the
Russian Federation in connection with the complafrthe citizen of Republic of Belarus S.P.
Ljarskogo: ruling of Constitutional Court of the &sian Federation from June 25, 2015
Ne 16 // Rossiiskaya Gazeta. — 2015. — On July 10.

2 On alteration in the part 1 and 2 of Tax Codehef Russian Federation (regarding the
taxation of profit of the controlled foreign compes and incomes of foreign organizations):
federal law of the Russian Federation from Noven2#er2014Ne 376 [Electronic resources] //
URL: http://www.pravo.gov.ru.

¥ Khavanova I.A. International Tax Treaties in theghl System of Russia // The
Financial Law (journal). Ne 12. — P. 18-22 .
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such incomes (in full or in part) to the personjclrat direct receiving of such incomes
from sources in Russian Federation would not Hageiht on use of such provisions of
the international treaty of the Russian Federatamterning the taxation.

In case of payment of incomes from sources in thesRn Federation to the
foreign person which constant location is the sfegaitory) with which there is the
international treaty of the Russian Federation eamag the taxation, and which has
no actual right on such incomes, if the paymentr@knows the person having an
actual right on such incomes (or their part) —tiheation of the income is realizéa
the following procedure

1) if the person having an actual right on the imes, is recognized according to
TCR the tax resident of Russian Federation — tamatf the income is realized
according to provisions of conforming chaptershaf part 2 of TCR for the taxpayers
who are tax residents of Russian Federation, withtad deduction concerning
incomes at a source of payment under conditioaofitithority informing at the place
of organization registrations-source of payment infomes in the procedure
established by federal enforcement authority, au#bd under the control and
supervision in the field of taxes and dues;

2) if the person having an actual right on the imes, is the foreign person on
whom extends action of the international treatyhef Russian Federation concerning
the taxation — provisions of such internationabtyeof the Russian Federation are
used concerning persons who has an actual rightnoomes according to the
procedure provided by the international treatyhef Russian Federation.

The special literature on international treatiesnstantly replenishes. So,
V.E. Kuznechenkovjastly emphasizes, that the international tax agesds play the
important role in regulation of financial activiéieof the Russian state and take the
important place in hierarchy of sources of tax laWey give to taxpayers the
guarantee, that their incomes and property will mmtassessed by double taxes; also
give protection against the discrimination taxat&moad. They ensure for the state on
behalf of tax authorities possibility of mutualetit consultations and contracts for the
solution of many vexed questions, as well as fe& ¢bntrol of foreign economic
affairs of the residents. The international taxeagnents have doubtless importance
for the state as bearer of sovereign economicgjgtg are the method of fixing on a
contractual basis of the rights on receiving ofaa participatory share from the
taxation of incomes and the property, received bgidents from international
economic and financial activititsThenV.E. Kuznechenkovaroposeds own detailed
classification of international treaties in tax epf.

We act easier ande classifyinternational treaties on the general and spetiad.
general treaties have multilateral character wisetba special treaties are agreed
between two subjects of international law.

GENERAL INTERNATIONAL TREATIES
(TYPICAL EXAMPLES)

*Typical conventiorof Organization of economic cooperation and dgualent
on the taxation of incomes and the capital of 197 The Convention is proposed the
model of the international treaty on double taxatwoidance which is used as basis

! Kuznechenkova V. E. The international tax agredgménlegal system of the Russian
Federation// The Financial Law (journal). — 201Ne—4.
? Ibidem.
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in the majority of in force international tax agments. Russia has agreed about
hundred such agreements with the various courdfidge world.

*European charterof local self-government (Strasbourg, 10/15/198%he
charter has fixed that the part of financial assélscal governments should arrive at
the expense the local taxes and dues which rates governments have the right to
establish in the limits fixed by the law (item 9@harter).

SPECIAL INTERNATIONAL TREATIES OF BILATERAL CHARACTER
(TYPICAL EXAMPLES)

*Treaties based on the European Social Chaf8trasbourg, 5/3/1996). Item 16
of the Charter speaks about tax privileges as dmeeans of ensuring of necessary
stipulations for full development of a family.

* Agreement®n rendering of the administrative help on tax peofis. Example:
Agreement between Government of the Russian Feolerand Sweden of 1997
regulates issues of interaction of authoritativeliee on mutual aid rendering in
struggle against tax violations by an informatioansfer, submitting of documents,
carrying out of the investigations and exchangexgferience. At that the help should
not do harm to the sovereignty, public order, secand other essential interests of
the state, as well as to entail infringement ofldggslation of the state.

*Treaties on diplomatic and consular agreements éetwthe states, based on
the Viennese Convention on Diplomatic Agreement§l 18nd the Viennese
Convention on Consular Agreements 19B8treaties is established exemption of
diplomatic and consular workers, as well as repiagiee offices of the states from all
taxes and dues by receiving party (i.e. immuniyftaxes)

*Treaties on principles of mutual relations of imational organizations with the
countries of a location of the organizationExample: Agreement 1997 between
Government of the Russian Federation and Intematidonetary Fund on constant IMF
representative offices in Russia. The agreementatsg including tax privileges.

*Treaties on double taxation avoidandeor example, according to item 11 of
Agreement between the governments of the Russiderdeon and Peoples Republic of
China, the interests forming in one Agreeing Statd paid to the resident of other
Agreeing State, liable to the taxation only in ¢tieer Agreeing Stat@he term «interests»
signifies the income from debt requirements of &md irrespective of hypothecary
ensuring and the right on participation in prafitshe debtor and, in particular, the income
from central government securities and the incorom fbonds or bonds of obligation,
including the awards and prizes connected with qagers, bonds and commitments.
Penalties for the back payment are not consider@tterests

! Agreement between Government of the Russian B#derand Government of the

Chinese National Republic on double taxation avaigaand on prevention of evasion from
the taxation concerning taxes on income and theoPob to i, signed in Moscow-city on
October 13, 2014, as well as Protocol on alteratioAgreement between Government of the
Russian Federation and Government of the Chinegsrdé Republic on double taxation
avoidance and on prevention of evasion from thatta® concerning the taxes on income,
signed in Moscow-city on May 8, 2015: are ratifiegl Federal law of the Russian Federation
from January 31, 2018e 6 [Electronic resources] // URL: http://www.pragov.ru.
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*Customs treaties regulating, including, collectiohindirect taxesFor example,
Customs Code of EEU regulates collection of extages and VAT from transactions
between the member-states of Eurasian Economicntinio

Let's discus®ther nuancesconnected with the type of international treatms,
the example of peculiarities of the taxation of thieign organizations which are not
realizing activity by permanent mission in the RassFederation and receiving
incomes from sources in the Russian Federation,

They are regulated by the item 309 of TCR and legains of international
treaties (agreements) on double taxation avoidamitdehe Russian Federation.
Conforming explanations in this connection are peal by Minfin of Russfa

According to explanations of Minfin of Russia:

According to item 310 of TCR, in case of paymentirafomes by the Russian
banks on transactions with foreign banks is notireq acknowledgement of the fact
of a constant location of foreign bank in the stait which there is the international
treaty (agreement) regulating issues of the taratiif such location is corroborated
by data of popular information directories. On se$ the norm, it has the direct
relation only to foreign bank, i.e. to its leadioffice, limiting to that automatic use of
the rule to filial agencies of foreign banks.

Possibility of use of the concrete internationadaty (agreement) on double
taxation avoidance is fixed by fixing of a residgraf the person who is the actual
possessor of rights on received income. The resyd@re. constant whereabouts) in
the foreign states is fixed according to the naidegislation of each concrete state
which is based on various criteria. This posititsbas corroborated in commentaries
to the item 4 «Resident» of Model of Convention@fganization for Economic
Cooperation and Development (U.N.O) under taxesnoome and the capital. In the
item is specified, that Agreements on double taxativoidance do not mention the
issue of an establishing of provisions of the maldegislation, according to which
the person is considered as the tax resident acdydingly, liable to the taxation to
the full in this state.

Agreements do not establish standards which shagidespond positions
provisions of the national legislation for, fiximg definition of a tax residency. In this
connection, the states completely are based onatienal legislation.

Thus, at payment by the Russian banks of income§litd agencies of foreign
banks is necessary to have the document given thy@tative body of the state, in
which is located the filial agency of foreign banlkabout acknowledgement or non-
acknowledgement of a tax residency of filial ageimcterms of use of legal norms of
the intergovernmental treaty (agreement) on dotaixation avoidance.

If the authoritative body of the state of a locataf filial agency of foreign bank
corroborates a tax residency of filial agency, ttapayment by the Russian bank to
such filial agency of the incomes recognized byomes from sources in Russian
Federation — is necessary to use provisions ofrtieenational treaty (agreement) on
double taxation avoidance between Russian Federatid the foreign state, which
tax resident is the filial agency of the foreigmka

! Customs Code of Eurasian Economic Union: attachmecumenie 1 to the Treaty on
Customs Code of Eurasian Economic Union from Afdil 2017 [Electronic resources] //
URL: http://www.pravo.gov.ru.

2 The letter of Minfin of Russia from October 2, 20¥ 03-08-13/49428 [Electronic
resources] // URL: http://www.minfin.ru/ru/
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In case of non-recognition of a tax residency ldlfiagency of foreign bank by
state authoritative body in which the filial agerssttles down — the Russian bank at
payment to such filial agency of incomes from searm Russian Federation has the
right to use positions provisions of the internaéibtreaty (agreement) on double
taxation avoidance between Russian Federation ladoreign state of a constant
location of leading office of foreign bank, corrobted by data from popular
information directories.

JUDICIAL PRECEDENT

It is a source of international tax law if it igfieed by interstate court; for example, by
European Court of Human Rights. But law of Russiaat precedential. Hence, decisions
of the European Court are obligatory for Russi®&ussia is the respondent on concrete
dispute in the European Court and recognizes tlt clecision as corresponding to
Constitution of the Russian Federation and natiangrests of Russia. In such
interpretation the decisions of the European Cagarding interpretation of legal norms
of European law matter precedent to which shouldviojudicial bodies of the states
which have signed the European convention.

PROBLEMS OF UNIFICATION OF THE TAX LEGISLATION

Now in the world is observed the tendency on uatfan of the tax legislation of
the states. In this case the taxation is reforn@dminterests of any one state, and
taking into account of economic interests of allminies — participants of conforming
international association. At that internationajarmizations fix the general direction
and the content of the tax reforms realized instlages, entering to the organizations.

It is also considered, that the international foiah and economic activity
includes various transboundary commercial and nminoercial transactions also is
based on the — international mobility of finanadiesources; possibilities not only of
free moving between the countries by natural pexsbat also acquisitions by them
property and receiving of incomes.

One of activityconsequencess — occurrence of objects, for which taxation can
potentially apply the any state — if such activisyto some extent connected with
territory of its tax jurisdiction. It, in turn, caas possibility of the repeated
international taxation as animated action whiclsignified in claims on the same
object of the different statesFrom here follows necessity of elimination of lsuc
taxation (in Tax Code of the Russian Federatiorisitcalled as double). The
coordinated actions of the states on realizatiora @dax policy and tax legislation
reforming have theniform aim —to eliminate distinctions in the tax legislationtbé
states which interfere with their economic inteigiat

TYPICAL EXAMPLES

*European Union (EUY is the international organization of the cowastrivhich are
part of EU. It fixes process of harmonization af txation in territory of all countries
entering to it. The purposes of tax harmonizatiokEU are — abolition of tax borders for
formation of equal competitive stipulations of Imesis entities; amalgamation and
unification of home market of EU; reduction in comhity of structure of tax systems, also
procedure of collection of principal views of taXies. rates approach, bases etc.).

! Shahmametev A.A. The repeated (double) taxationcept and types // Jurisprudence
(journal). — 2008. Ne 4 (279). — P. 104-113.
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* Coordination Councilof heads of tax services of the CIS countrie$oritned
under the decision of the Council of heads of théeghments of the CIS countries. It
realizes taxation harmonization.

* |t is solved the problem on formatiohinternational Tax Organization of U.N.O. It
will be has the right — to collect the tax inforioaton all countries entering to U.N.O.; to
develop measures of restraint of activity of thé@niral tax havens and offshore
companies. It is planned, that as the result scitbitg, the international corporations will
be obliged to pay taxes in territory of the coumtiyeceiving of profit

At the same time, an establishing of a uniform gelicy and formation of
uniform tax space is process difficult and demagdine big time expenses. It is
especially as it can be never finished peremptibrihere are sovereign states, there
will be also disagreements between them in taxrepfdne states relate to the taxation
exclusively to sphere of the inland jurisdictiomdaregard any interference from the
outside as an encroachment on the own sovereigiaty.systems and terminology
sovereign the countries essentially differ

At the same time, the world financial crisis irigid by USA in 2008, has forced the
countries co-ordinated to operate. At the summiG20 (London 2009, on April 2) has
been formed Financial Stability Board — with papition of Russia. The organization use
coordination of working out of financial standarded monitoring of conformity of
standards of regulation of the markets. At the Sitpariot of attention has been given a
fixing of the effective control ovdax havensAt that it was a question not of abrogation
of the lowered tax rates, and about a transparandycooperation. It is necessary to
achieve, that tax havens rendered the informatidax authorities about transactions to
accounts (it will reduce grey schemes, will inceeascollecting of taxes ett.)At the
summit of G20 (China 2016, on September 1), G20vrims obliged to ratify the
Agreement on simplification of procedures of ingional trad&

16.2. International tax responsibility

For correct understanding of the international tesponsibility, let us consider
theoretical bases of international legal respoligibinternational legal responsibility
it is understood ambiguously: as a duty of the exttbpf international law to eliminate
the harm caused by it to other subject of inteomedii law as the result of infringement
of the international legal obligation, or a duty itmlemnify a loss as the result of
lawful actions if it is provided by the contricts necessary juridical means of
securing of execution of the international legaim® and reinstatement of the violated
rights and relatiorfs as the international-law principle, accordingatoich any illegal
deed to involve responsibility of the guilty sulijeof international law; as

! Dmitriev O. It is glad in tax paradise, but U.N.@oes not start up // Rossiiskaya
Gazeta. — 2003. — On December 26.

2 Labos’kin M.A. International legal regulation odaperation of the states in taxation
sphere: abstract of thesis .... PhD in jurisprudencgt.-Petersburg, 2007. — P 14-15.

® Latuhina K. In economics language // Rossiiskag@ae®. — 2009. — On April 8. — P. 3.

* Shchepin K. The summit of the «same boat» // Redssia Gazeta. — 2016. — On
September 20.

® Zherebtsov A.N. International law. A series «Sdhooks and manuals». — Rostov-on-
Don: PHOENIX publishers, 2001. — P. 64-67.

® International law: the schoolbook for high schodlsEditor-in-chiefs are professor
G.V. Ignatenko and professor O.I. Tiunov. — M.: NOINFRA*M publishers, 1999. — P. 131-150.
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responsibility of the state on realization of itgernational duti€sas complex of legal
relations, which arise in modern international lawconnection with an offence,
executed by any subject of international law, ocamnection with a damage caused
by the state to other state as the result of laadtility’.

There are authorsvho in any way do not define international legedponsibility,
and answer a question on the grounds of occurmefnite responsibility And, at last,
many scientistbelieve, that international legal responsibilitg dahe negative legal
consequences ensuing for the subject of interraltitew, which have violated
effective international legal norms and the intéoral obligation&

OUR VIEWPOINT

International legal responsibilityis negative consequences for the international
offence committed by the subject of internatioaa.|

In international law kinds and forms of internatbriegal responsibility are
differ.

Thekinds of international legal responsibility are:

* Material.

* Non-material (i.e. political)

Forms of international legal responsibilitycorrespond to kinds as well as
classified on material and non-material (politicdjowever, as concerns concrete
forms of international legal responsibility, we ebge various concepts

Absence of unanimity concerning forms of internaidegal responsibility leads us
to a conclusion on inexpediency of classificatiérinternational legal responsibility on
kinds and forms with the subsequent correlatiorit tof concrete forms. We believe
optimum classification of international legal respibility only on concrete forms.

FORMS OF INTERNATIONAL LEGAL RESPONSIBICITY

Restorationis reinstatement of the non-material rights of shéfered subjects of
international law (for example, there are — stopillefgal occupation, release of
wrongfully detained persons etc.).

Restitution in kind (specific restitutioig returning by the state-offender to victim
subjects of international law of the property wrhuily captured at them, having
individual characteristics (for example, there-a@chives, cultural valuables etc.).

! Oppengejm L. International law. Volume 1 the WORIS2mi volume 1. — M.: Foreign
Literature publishers, 1948. — Pp. 309-339.
2 Mazov V.A. Responsibility in International law. M.: Juridical Literature publishers,
1979. - P. 10.
® II'yin Y.D. International public law. The lectise— M.: JURIST publishers, 2002. —
Pp. 37-44.
* International law: the schoolbook for high school&ditor-in-chiefs are professor
G.V. Ignatenko and professor O.l. Tiunov. — PAL-130;
Panov V.P. International law. The teaching materi- M.: INFRA-M publishers, 1997;
Panov V.P. International criminal law: the manuaM.: INFRA-M publishers, 1997;
Ushakov N.A. The grounds of the internationapoessibility of the states. — M., 1983. —
Pp. 17-19.
> Look corresponding systems to our chapter.
® International law course. In 7 volumes / Under the Lukashuk's editorship.
Volume 3. — M.: SCIENCE publishers, 1990. — FgR-254.
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Substitutionis replacement of wrongfully destroyed, damagedtolen property
with equivalent subjects. For example, the kindaofubstitution is compensative
restitutior.

Satisfactionordinary is redress by the state-offender of lawful nonemat
requirements of the victim state for the purposerafstatement of non-material
damage (for example, there are — apologies, regpession etc.).

Satisfaction extraordinary is various temporary restrictions of the sowgrgi
and juridical ability of the state, which have coitied the international crime, for the
purpose of abolishing of its reasons and formatibguarantees from its reiteration
(for example, there are — reorganization of pditisystem, temporary occupation,
disbandment of the armed forces etc.).

Reparation ordinaryis compensation by the state-offender of a mdtddemage
by payment of sums of money, delivery of goods iramdver, rendering of services
equivalent to the recoverable.

Reparation extraordinary is special burdens, consisting in temporaryricstn
of competences of the state, which have committedrtternational crime, to dispose
of the material resources for the purpose of tidrfdemnification of damage and an
exception of the reasons for repeated commission.example, there is duty of
deliveries to other subjects of international ldwraterial valuables sine qua non for
state-offender, as the state cannot develop anaasiry and it is forced to develop
economy of a peace orientation.

Compulsion measures are necessary to distingu@im forms and kinds of
international legal responsibility.

COMPULSION MEASURES
(MEASURES OF COMPULSION)

1. Sanctions

There is the complex of opinichsAccording toour position, sanctions are
compulsion measures of international organizatiémsicipal views of sanctions are
specified in the United Nations Ustav: violate afosomic relations, as well as
railway, sea, post, cable, radio or other meanscawhmunication; breaking of
economic relations, military measures (items 4}, 42

These sanctions can be obligatory only under theside of UN Security Council
and only in case of threat to the world or the aggion act. Besides, acceptance of
resolutions concerns sanctions (for example, sametof General Assembly of the
United Nations), and humanitarian intervention undlee UN Security Council
decision.

2. Countermeasures

Countermeasureare the compulsion measures of staf@suntermeasurelsased
on the principle of inadmissibility of use of thereed force; should not violate human
rights, inviolability of the persons who are undpecial international legal protection
(for example, diplomats; realized taking into aauoof imperative legal norms.

Thekinds of countermeasuresre retortions and reprisals.

! Federal law of the Russian Federation from Aprll, 11998 Ne 64 [Electronic
resources] // URL: http://www.pravo.gov.ru.

2 International law course. In 7 volumes / Under the Lukashuk's editorship.
Volume 3. — M.: SCIENCE publishers, 1990. — P[©-284.

% Look corresponding systems to our chapter.
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Retortionsare measures of influence of one state concerminthar on purpose
to induce it to stop unfriendly, unfair, discrimtita, but nevertheless, lawful actions
(for example, in case of unfriendly restrictions exfonomic relations). As a rule,
retortions are similar to retortions those subjestso has used them earlier. However,
retortions can be used and as a preventive meaustire presence of offence threat.

Reprisals (retaliationsyare unilateral actions of the state on state-offeras a
compulsion measure for the international offenddey should be proportional, i.e.
intensity of reprisalscannot be above that, that is necessary for spegifial
achievement, as excess of limits necessary — atsoffence. Reprisalstop on
reaching the purpose — there is to induce the sulpethe termination of an offence
and to realization of obligations. Kinds of replssare: application stay to the offender
of rules of the general international law; staxancellation of the violated (disturbed)
contracts; self-defense, i.e. state measures ily tepcriminal armed attack on it
including use of armed force (the right to selfatefe is separately fixed in item 51 of
Charter of United Nations).

As the various points of view are traced, whicheottountermeasures concerns to
retortions and what — to reprisals, transfer ofccete countermeasures without their
division on retortions and reprisals is optimum.

Let us to give examples of concrete countermeaswbsch the following
concerns are:

1. Embargois a general interdiction of the external econoralations.

2. Boycottis the complex of measures on the import termomati

3. Blockadeis the complex of measures on full refusal of eroic relations with
the concrete state and the persons connectedtwith i

For use of international legal responsibility, @mese of the grounds is necessary.

The grounds of international legal responsibility classified ¢uridical and
factual. Thejuridical groundsare complex of legally obligatory international &g
acts, on which basis the certain behavior is gedlifas the international offence
(violation). Thefactual groundsre the international offences.

INTERNATIONAL OFFENCE

In understanding of international offence, different positions areserved — as
deed (action or inactivity) of international lawbgect, breaking rules of international
law and the international obligations of this sghjeggrieving a damage of material
or non-material character to other subject, or grai subjects of MT, or all
international community as a whlas any harm, caused to other state by the head or
representative office of any state by infringemehthe international legal duty. To
actions of the head or the states government actdnofficials or other persons
operating by order of or with the permission of liead of the state or the government
are equivalent

The group of scientist§N.A. Ushakov and his followers) gives not concept of
international offence, and at once its kinds. Thare believe, that there is more a
general concept — international-illegal deed tharas on the international offence and
the international crime.

! International law: the schoolbook for high schodl€ditor-in-chiefs are professor
G.V. Ignatenko and professor O.I. Tiunov. — M.: N@®RNFRA*M publishers, 1999.

2 Oppengejm L. The mentioned writing.

% Ushakov N.A. The mentioned writing.
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Others (V.A. MazoV* and his followers) consider terms «internatiotiagal
deed» and «international offence» as synonymss Ipassible to meet and other
viewpoints.

OUR VIEWPOINT

International offence (international delict, international violation is an
international-social-dangerous and guilty deed éation or inactivity), breaking rules
of international law and (or) international treati@gontracts, agreements), for which
commission international legal responsibility isyided.

As well as in any offence, in international offenaee allocated features and
elements of its formal components.

The general featureqpublic danger, guilt, illegibility, punishabilitetc.) are
inherent in any violation.

Special featureare inherent only toternational offence.

We are imposed in this connection by a position 2&6f sessions of the
Commission of international law as proved and labi€he international offence is
available if: a) the behavior can be applicable to the statmrding to international
law; b) such behavior breaks the internationalgattions of this state; c) such deed is
international offence irrespective of an obligatamigin, but the obligation should be
valid for the state; d) qualification of the deeavful from the viewpoint of national
law cannot influence on qualification of same dasdnternational offenée

In addition, other special features of internatlaféence can be allocated.

It is necessary to distinguish the elements formtagcorpus from features of
international offence. There are various defingionf formal components of
internationalviolation, which essence thus dne

Formal components dfternationalviolation are the complex of legal elements,
permitting to qualify the concrete financial deadaa international offence.

Elements of formal componentsimternationalviolation are the — subject, target,
mental element, target element. On each element Hre different viewpoin”ts

OUR POSITION

Subjeciwof international offence is only the subject of intgranal law.

Target of international offence is the international telas. In target can be
allocated concrete mattefinternational offence — there are independenchestate,
its sovereignty, advantage, conventional laws ¢ie. the list of matters not
comprehensive).

Mental elemenbf international offence is intention or imprudend he intention
in this case is considered not the subject of iatiional law, and heads of the subject
of international law. It is possible to speak onpiodence, if the subject of
international law on behalf of heads, making anynially lawful acts, did not expect,
but should expect approach or possibility of apphoaf harm. If the subject was able
not expect socially dangerous consequences, tgsilple to talk not on international
offence, and on the deed releasing from internatimgal responsibility.

! Mazov V.A. The mentioned writing.

2 Mazov V. A. The mentioned writing. The analysisasficle of the project on MPO, the
Commission of international law accepted at 25ieass

% Look corresponding systems to our chapter.

* Look corresponding systems to our chapter.
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Thetarget elemenbf international offence is concrete action or theciivity of
the subject, which has caused or able to harm. ,Thesveen deed and a socially
dangerous consequence there should be a causainstap.

International offences are various and consequemtty classified by various
criteria, optimum of which we believe degree of coumity danger. As a rule,
international offences are classified degree otommunity danger on international
crimes and international delicts. Let us consitent separately.

1. International crime is an especially dangerous international offence,
encroaching on the vital interests of the inteoral community as a whole. The
international crimes concern aggression, a genpajukartheid etc.

It is necessary to distinguish a crime of the maéonal character from the
international crime. It concerns sphere of natidaal, but thus has international-public
danger (interstate terrorism, capture of hostesyealing of an air ship etc.). Therefore, the
crime of the international character cannot baezto international offence.

2. International delict (the synonym isordinary international offengeis an
international offence, which does not concern ttiernational crime and harms to the
several subject of international law or the limitgiccle of subjects of international
law. In this case, responsibility relations ariséween the subject of international law-
offender and the subject of international law-vicfrom international offence, and the
offence does not mention bases of existence ofttites and the nations and does not
concern the international crime.

There are examples international delicts: pollutafnterritorial waters of the
state; the harm caused by default of the internatibnancial treaty etc. Now we had
an opportunity to define international legal finehc responsibility and the
international financial offence.

International legal tax responsibilityis a scientific category, opening specificity
of use of forms and measures of international legaponsibility for a perfect
international offence in the tax sphere.

International tax offence is an international offence, breaking rules of
international tax law and (or) international taedties (contracts, agreements), for
which commission is provided international legapensibility.

Subijects of international legal tax responsibitityd the international tax offence
are only subjects of international law. Concretanf® and measures of international
legal responsibility depend on the kind of the rin&ional tax offence. We choose
degree of community danger of the internationadée as criterion of classification.

KINDS OF INTERNATIONAL TAX OFFENGE degree of community danger
are the international tax crime and internationaldelict.

1. International tax crimeis an international crime, infringing on the vitalx
interests of the international community as a whole

CCREF in the note to item 205.1 defines terrorismarficing as giving or fund
raising or rendering of financial services with gnehension of that they are intended
for financing of organization, preparative or flifent at least one of the crimes
provided by items 205, 205.1, 205.2, 205.3, 20805.5, 206, 208, 211, 220, 221,
277, 278, 279 and 360 of CCRF, or for financingotirer material ensuring of the
person with the purpose of perpetration by himeatst one of these crimes, or for
ensuring of the formed group, illegal armed formati criminal society (criminal
organization), formed for perpetration at least ohthese crimes.

According to item 361 of CCRF, the act of the in&tional terrorism is:
1) perpetration out of limits of territory of Russi Federation of the explosion, arson or
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other actions endangering the life, health, freedomviolability of citizens of the Russian
Federation with the purpose of infringement of péacco-existence of the states and
people or the Russian Federations directed agaieststs, as well as threat of perpetration
of the actions; 2Zinancingof the listed deeds, or involving in their perpétn.

Example of international tax crime is establishingthe subject of international
law of tax privileges and other tax advantages lie persons financing the
international terrorism. For example, whole wortibiv that Turkey has exempted the
international terrorist organization DAESH (ISIlthé forbidden by U.N.O.) from the
taxation of transactions with oil and incomes fridmsale. Oil deposits have been
captured by DAESH (ISIL) in territory of Syria.

Hence, here are applicable the sources of intemetiaw forbidding financing of
terrorisn.

BASIC SOURCES OF INTERNATIONAL LAW, FORBIDDING RENG
OF TERRORISKI

* Declaration on measures on liquidation of the internationatotésm — it is
confirmed by the resolution 49/60 of General Asd@sbof United Nations from
December 9, 1994. According to point 5 of eclaration, the states are obliged to
abstain from terrorism financing. Thereupon Russ$ibf85 from March 6, 2006 «On
Counteraction to terrorism» in item 3 carries todest activity, including financing
of act of terrorism.

* International standardn counteraction to money laundering, financing of
terrorism and financing of distribution of the weap of mass destruction:
recommendations FATF from June 20, 2003. Accortlintipe standards each country
should introduce measures on formation of the mashaof immediate freezing of
resources and other actives of terrorists, theoperdinancing terrorism and the
terrorist organizations according to resolutiondJoiited Nations on prevention and
suppression of financing of terrorism.

For example, in November 2015 Russia has punishelley for financing of
international terrorist organization ISIL and fogrfidious criminal destruction in the
sky over Syria the Russian bomber striking blowD#ESH (ISIL) objects with the
permission of the Syria. Russia has establishestdittions or restrictions of foreign
economic transactions with Turkey, labour activity Turkish citizens in Russia,
tourist trips of the Russian citizens to Turkeyd a0 on.

2. International tax delictis an international offence, which does not comder
the international tax crime and harms to the séwarbject or group of subjects of
international law. Example of the international ickelis infringement of the
international treaty on elimination of the dould&dtion.

Forms and measures of international legal respiitgifor the international tax
delict have less rigid character, than for the rimiional tax crime. That is, from
forms of international legal responsibility satitfans and extreme reparations are not

! International legal bases of struggle againstotem: The collection of documents.
Composer V.S. Ovchinsky. — M.: INFR¥-publishers, 2003.

* Ibidem.

% On measures on maintenance of national securiBussia and protection of citizens of
Russia against criminal and other illegal actiond an use of special economic measures
concerning Turkey: ukase of the Russian Presidemh fNovember 28, 2015 [an electronic
resource] // http://www.pravo.gov.ru.
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used. From sanctions, military measures are nat. \ls®m countermeasures are not
used embargo and blockade, etc.
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GLOSSARY

Accounting is formation of the documentary systematized infatron on lawful
objects according to legal requirements, and drgqwim on its basis of the accounting
(financial) accountability.

Accounting policy for the taxation is the complex of lawful methods of
revelation of proceeds chosen by the taxpayer arjcekpenses, their recognition, an
estimation and distribution, and the record-keepmhgther necessary indicators of
financial and economic activity of the taxpayer.

Act in law is the decision, action or document having legdli& (for example,
the — statutory act, act of expert examinationpécivil status).

Acts of agencies of state administratioms lawful expressions of will of subjects
of the state administration, fixing, using, chamgand cancelling the legal norms and
their actions changing sphere.

Act of enforcement of lawis the official decision of the competent state or
private official, taken out by them on the legaseaconsisting in development and
acceptance of the legal command, signified in tnenffixed by the legislation.

Act of expert examination is the processual document in which experts in
writing expound to the ground, process of the edrout research, is formulated the
conclusions on questions. The act of expert exaioimaan be formalized in the form
of the expert's statement, as well as in the fofnthe act in case of making of
commission or complex expert examination (for ex@ngommission judicial-
psychiatric expert examination).

Administrative act is the individual act of administration (managetheari law
enforcement character which is directed not orxidi of rules of administratively
law, and on their execution.

Administrative compulsion (enforcement) is a method of compulsory
maintenance of lawful behaviour of natural persand organizations in executive
power (authority) sphere.

Administrative contract is the administrative agreement not less than two
subjects of the administrative law, concluded om blasis of rules of administrative
law in the public purposes.

Administrative detention is the measure of the state restraint (measure of
restraint) connected with short-term restrictionaohatural person freedom with a
view of suppression of an administrative violatian, establishment of identity of the
infringer, administrative violation (offence) reparawing up at impossibility of its
drawing up on a place of revealing of an administeaviolation, maintenance of a
timely and correct legal investigation about an iistrative violation and executions
of the ruling enacted on case.

Administrative provision is the normative legal act fixing an administrativ
procedure (administrative procedures).

Affiliated person is the any lawful person involved in commercidatiens with
the individual businessperson and (or) organizasiod capable to influence on their
business.

Agio is excess of a market rate of monetary symbolls, dflexchange, securities,
gold in comparison with their nominal cost; stodipmng
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Amicable agreement (agreement of lawsulitjs stop of dispute on the basis of
voluntary settlement of reciprocal claims and thpraval of reciprocal concessions,
under condition of its approval by court.

Amount balance is the difference between results of debit postiagd to the
credit of accounts. The debtor balance (the daebihdre the than credit) reflects a
position of economic resources for certain date @ndhown in a balance active.
Credit balance (the credit is more than the defeflects a position of sources of
economic resources and is shown in a liabilitythé account has no balance, it is
called as closed. In the foreign trade relationsadénce signifies a difference between
the export and import sum or sum of requirementshdigations. Export balance of
trade (export surplus) gives to debit balance aflitrg balance, and unbalance in
foreign trade — negative. In balance of paymentdatifit balance signifies excess of
all receipts of the country over its payments tioeotcountries, negative — excess of
payments of the country over its receipts from otdwaintries.

Appeal is the form of the appeal of court decision, assgma new legal
investigation in essence higher court and acceptaha new court decision on case.

Appendant responsibility is civil-law responsibility of the basic proprietéor
financial instability of the persons formed by it.

Assault with intent to rob is assailing with view of the alien property siegl
realized with use of violence, dangerous for lifdealth, or with threat of use of such
violence.

Aval is the guarantee under the bill, made the persothénform of special
guarantee record. The aval can guarantee all suhedfill or its part, can be given for
the any one responsible person under the billtHferdrawer, for acceptor and for the
endorsee, for drawer of check and bearer of cliduk.aval is made on a face sheet of
the bill by simple signing or on allonge.

Average is losses intended and reasonably suffered witlewa of preservation
from the general danger of the property particigain the general sea enterprise, i.e.
a vessel, freight, cargo.

Average adjustment (average statement)s calculation on general average
distribution.

Averaging is expansion of capital investments by periodiesting of the fixed
sum in dollars.

Averaging-out of rest fundsis a lending agency (credit organization) right on
realization of the specifications of rest fundsfidy Bank of Russia at the expense of
maintenance of a share of the rest funds whicmatexceeding averaging ratio, on
the correspondent bank account of Russia on theageeduring the established
period.

Aviso is the notice on alterations in a status of theualuaccounts, sent by one
counterpart to another. It is used in banking jpract

Bank is the credit organization, having the exclusivghtr to realize bank
transactions: 1) involving of money in depositsitt®ir placement on its own behalf
and at own expense on the terms of a returnablep@&jing and closing of banking
accounts.

Bank crediting condition index is an overall index of alteration of bank terms of
credit which pays off Bank of Russia by resultsqofarterly inspection of leading
Russian banks — participants of the credit markefiodows: (the quota of the banks
which have informed on essential toughening of $eofncredit, in percentage) + 0.5 x
(the quota of the banks which have informed on mettdetoughening of terms of
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credit, in percentage) — 0.5 x (the quota of thaekbawhich have informed on
moderate softening of terms of credit, in percestag(the quota of the banks which
have informed on essential softening of terms etlity in percentage). It is measured
in percentage points.

Bank secrecyare data on deposits and accounts of clients angspondents,
banking transactions under accounts and transadtioimterests of the client, as well
as data on the clients which disclosure can vidlagr right on inviolability of a
private life.

Banking account contractis a civil-law agreement according to which thelban
undertakes to receive and enlist money into thewdcof the client, to carry out
executive orders of the client about carrying dutansactions under the account, and
the client (account holder) undertakes to keep mavith bank and to realize lawful
payment transactions.

Bancomat (cash machine)is the automatic device, paying cash on a credd ca
and realizing other banking services.

Beneficiary is the person in which interests trust managensenaalized.

Bi-currency basket (dual currency basket)s an operational reference point of a
course policy of the Bank of Russia, signified fafized in national currency both
consisting of US dollar and euro.

Bill (bill of exchange) is the unconditional financial obligation, a vaiie
security type. Bill certifies nothing the causedigdtion of the giver of bill (i.e. bill
drawer) to pay at occurrence of the term providgdthe bill the sum of money
specified in the bill.

Bill of lading (B/L, wayhbill) is the accompanying document by which acceptance
and shipment, moving or delivery of commodity-mitiesissets is formalized.

Blockade is the complex of measures on full refusal of eroic relations with
the concrete state and the persons connectedtwith i

Boycott is the complex of measures on the import termomati

Bond is the valuable security bringing to its owner theome in the form of
predetermined percent of a face-value of a valuséxerity.

Bookmaker is the person who receives monetary rates in alijagnbusiness, at
game in a totalizator on jumps, horserace, andspompetitions.

Borrower is the addressee of the credit.

Broad money stock (monetary aggregate M®) is indicator which includes all
components of monetary aggregate M2 and deposétdaneign currency of residents
of the Russian Federation (organizations and napgesons), placed in banking
system of the Russian Federation

Budget is the form of elaboration and expenditure of theney resources for
financial provision of problems and functions of #tate and local self-government.

Budgetary revenues (budget receiptsdre the money, incoming to the budget.

Budgetary systemis the complex of federal, regional and local ketdgand
budgets of the state off-budget funds.

Bankruptcy is declared by arbitration court an inability of thebtbr to pay
obligatory payments.

Businessis the — lawful, registered, independent, andhanrisk activity, directed
on regular receiving of profit.

By-laws are legal acts, based on a law and not contradietiaw.

Capital (i.e. basic resources, fixed asset) is the firn@sources formed for
business. Capitad bankroll and other basic (fixed) assets.
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Capital investments are investments into fixed assets (basic assetdjuding
expenses for realization of design and exploratwonk, new construction, technical
retooling, upgrades of fixed assets, building nedton, acquisition of the machines,
equipment, instruments, stock.

Cash service of budget executioris the carrying out and accounting of
transactions on cash receipts in the budget andsio payments from the budget.

Cash transactionis the bargain realized with full payment by cash.

Cassationis the appeal of judicial acts in higher court aftee appeal.

Certificate is the extra financial obligation of state agencid®e document
containing the clauses of contract of insurancplapes the policy insurance; the
written certificate of bank on the deposit of thermay resources, a certifying right of
the investor on receiving after a target date efshm of the deposit and percent on it
in any one establishment of the bank; the docummenifying quality of the goods.

Cession, cession of rights, assignmerg a concession of right of claim in the
obligation to other person, transfer of rights omsthing to somebody.

Charter is employment of a ship for transportation.

Charter-party is the contract of affreightment.

Cheque (draught)is a valuable security, containing nothing thesealiexecutive
order of a drawer of check to bank to make payméthe sum specified in him to a
bearer of check.

Collection of payments, encashments the commission of the client to an
issuing bank to realize at the expense of the tcliem action on receiving from the
payer of payment and (or) the payment accept.

Commonwealth of Independent States(CIS) is the interstate association
formed by three republics USSR — Belarus, Russibliraine. In the agreement on
formation of CIS from December 8, 1991 in Minskisiascertained, that USSR in the
conditions of deep crisis and disintegration staps existence, have declared
aspiration to develop cooperation in political, mmmic, humanitarian, cultural
spheres.

Competence of the citizenis ability of the citizen by its actions to buydan
realize civil rights, to form for it civil dutiesna to execute them.

Competition in the market of financial servicesis competitiveness (i.e. rivalry)
between the financial organizations without infentent of the antitrust legislation
(there are abuse a dominant position, an estaldishaf monopoly prices etc.).

Complaint is the address of the person to authority onrigiiment of rights.

Concession agreementis a contract, on which conditions one party (i.e.
concessioner) undertakes to originate and (or)nsoact at own expense real estate
(object) and it to maintain, and other party (icen-assignor) undertakes to give
concessioner for contractual term of the right@dgession and using the object.

Conditional obligation is the obligation, which having will be corrobagdtby
occurrence or nonoccurrence one or several futueate which occurrence is not
fixed and which are not completely under the cdniwb not credit financial
organization. Besides, the conditional obligatisnthie obligation which satisfies to
obligation making, but does not satisfy to critexfats recognition.

Constitution of the Russian Federation (Russian Catitution, Constitution
of Russia, RF Constitution)is the basis and source of Russian law.

Consumer price index (CPIl)is an indicator which characterizes alteration in
time of an overall price level for the goods ane services bought by the population
for unproductive consumption. It pays off by CenBugeau as the relation of cost of
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the fixed set of the goods and services in theeprif the current period to its cost in
the prices of the previous period. CPI pays offtbe basis of data about actual
structure of consumer disbursements and consegusritie basic indicator of cost of
living of the population.

Contract is an agreement of two or several persons on fpatigration or stop of
civil rights and duties.

Contract of the bank deposit (deposit)is a civil-law agreement on which the
bank undertakes to return to the depositor the sluthe deposit and to pay interests
on it on stipulations and in the procedure, progilig the contract.

Contract of leaseis the agreement on which the lessor undertakgs/@to the
lessee property for a payment in time possessiah (an) use. Thus the fruits,
production and proceeds received by the tenanhiangroperty.

Contract of sale and deliveryis the agreement on which the supplier-seller, who
is realizing entrepreneurial activity, undertakesdevolve in the caused term the
goods to the buyer for use in entrepreneurial @gtor in other purposes which have
been not connected with personal, family, housedadinelr similar use.

Contractual committed liquidity facilities is the instrument of refinancing of
the central bank, at the expense of which, carxpareled volume of quasi-money in
jurisdictions with insufficient volume of liquid &iges (assets). According to Basel I,
to the instruments usual bank lines are not carfied contract bank line is the special
agreement meeting certain requirements: bank éma should be more than 30 days;
it should be irrevocable; the payment on the imsaut should be collected without
dependence from actual use of money resources.

Control is activity of competent persons on securing opprceexecution of legal
norms.

Corporations, corporate juridical personsare juridical persons, which founders
(participants) have the right of participation (nership) in them and form their
supreme body.

Coupon is the detachable part of securities grantingghtron receiving of the
dividend or percentage proceeds.

Counter claim (counter-claim) is the independent claim requirement of the
respondent to the claimant for collective consitienawith the initial plea (claim).

Court is the public authority which is realizing the jcidl power by departure of
justice in the course of consideration of the adshiative, criminal, civil, arbitration
and other categories of cases in the procedurd bixehe processual law.

Credit in the wide sense is money and other material ctdyjewhich are
transferred from the creditor to the borrower resand on the conditions, provided by
the credit contract.

Creditor is the person, having the legitimate right to gthe credit.

Credit organization (i.e.lending agency is the licensed juridical person, formed
for profit receipt.

Crimea (Republic Crimea) is the Subject of the Russian Federation since ,2014
located on Crimean Peninsula. In the west and sbiglwashed by Black Sea, in the
east — Azov Sea. In the north by Perecop IsthmivgsB and Arbat Arrow Worm
there take place border with Ukraine Kherson Oblastministrative centre is
Simferopol.

Currency is monetary unit of any country.

Currency transactions are complex of actions concerning flow of curreacyl
currency valuables.

273



Customis a rule developed and widely used in any argh@business or other
activity. The rule does not provide by the legisiatand does not depend on its fixing
in any document.

Customs duty (CD)is the obligatory customs payment which is a $ifon of
moving of the goods (production) through frontieusBian Federation and (or)
customs border of Eurasian Economic Union.

Debit is a left-hand side of accounts in the accountingeal accounts the debit
signifies increase in the considered sums, andmimal accounts — reduction.

Debts in budgetary laware obligations under borrowings and under oblgesti
of the third persons.

Deficit, deficiencyis excess of expenses over proceeds.

Deflationary-factor is coefficient which annually is fixed on each nealendar
year and pays off as deflationary-factor producpiavious calendar year, and the
coefficient considering alteration of consumer g@siof the goods (works, services) in
the Russian Federation in previous calendar year.

Del credereis the guarantee of the commission agent forzatdin by the buyer
of financial obligations

Delta hedgingis insurance of risk by purchase and sale of #@xsir

Demurrage is the board size for demurrage days.

Demurrage daysare the vessel idle time.

Denomination, de-face-valueis reduction of face value of monetary symbols.

DEPO is the speculative operation deal concluded ookstearket counting on
fall of a price of securities for the purpose afe®ing of a switch rate (i.e. margin).

Devaluationis depreciation of national currency in relatioratforeign currency.

Discount is a margin between the price of acquisition ofexurity and its
realization.

Distillate is a product of fractionation of raw materials (spirit etc.).

Dispatch is the award for preschedule loading or a cargtoading in
comparison with charter-party stipulations.

Dividends are the any income received by the shareholdénheoparticipant of
organization according to the TCR, CCR, federalslaws well as dividends in
understanding of the legislation of the foreigriesta

Dominant position of the financial organizationis such volume of its services,
which conclusively to influence on the market ofdlincial services. Dominant position
first sign is concentration of the capital in thearket of financial services (i.e.
amalgamation of the financial organizations; adtjais of assets, shares, parts in the
charter capital each other etc.).

Due is an obligatory contribution collected from orgaations and natural
persons, which payment is one of fulfilment stipiolas concerning payers of dues by
state agencies, local authorities, other authorizedies and officials of legally
significant actions, including rendering of certaights or delivery of authorizations,
licenses.

Dues for use by objects of fauna and for use by disjts of water biological
resourcesare direct federal dues for use by objects ofdaun

Dual currency basket,bi-currency basketis an operational reference point of a
course policy of Bank of Russia, signified in naibcurrency both consisting of US
dollar and euro.

Dumping is sale of the goods on a foreign market by aréfiundercharges for
the purpose of a gain of the market and replaceofesampetitors.

274



Ecological due (ED)is due on each group of the goods which are sulbpec
recycling after loss by them of consumer charastied, paid by manufacturers,
importers of the goods who do not guarantee witlefirendent recycling of a waste
from use of the goods.

Ecological payments (EP)are complex of the taxes and dues collected in
connection with wildlife management and preservatibthe environment.

Economics economic relations, economy(the words are synonyms) are
complex of private relations concerning productiomd realization of goods, works,
and services.

Economic partnerships and societiesre corporate commercial organizations
with shared on shares of founders the authorizpiiata

Economic rights and liberties of the persons a complex of constitutional rights
of the person fixing legal possibilities of the g@m in economic sphere, which
character and content fixes finally an economicjad@nd political order in a concrete
society (for example, the — private property righight of succession, freedom of
entrepreneurial activity, labour freedom, right strike, right on participation in
operation of business).

Embargo is a general interdiction of the external econoralations.

Ensuring performance of obligationsis provided by the law or contract the
special measures directed on coercion of the débtsatisfaction under the threat of
property losses.

Eurasian Economic Unionis the international organization of regional emwic
integration possessing the international juridiedility (i.e. legal personality). In
Union provided freedom of movement of the goodsyises, capital and labour,
realizing of the co-ordinate, agreed or uniformigoln economy branches. Member-
states realize the co-ordinate (agreed) regulaifotine financial markets within the
limits of the Union.

Event after the termination of the accounting peria@ is the fact of activity of
organization which occurs during the period betwdbe termination of the
accounting period and date of drawing up of theuahraccounting (financial)
accountability and which has rendered or can imitedts financial circumstances.

Export pass (transaction passport)is the document of the currency control,
including necessary information from the contraetween the resident and non-
resident.

Face-valueis the cost designated on money, nominal cost.

False pretencegswindling) is stealing of alien property or buying alien peay
by an artifice (deceit) or abuse of confidence.

Federal Treasury accountsare the accounts opened to territorial bodies of
Federal Treasury, intended for the accounting afeipgs and their distribution
between budgets of budgetary system of the Rudssteration according to the
budgetary legislation of the Russian Federation.

Federalismis the constitutional principle of the federatstate structure, which
optimum unites federal and territorial interests.

Filial agency is subdivision of the legal person who is locatatiof a place of its
finding and realizing all its functions or theirrpancluding representation functions.

Finances (finance, financial relations) are complex of public relations
concerning formation, distribution and using of theds of money.

Financial activity is complex of actions of authorities and other pess
concerning finance.
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Financial lease (leasing)s the agreement on which the lessor undertakesiyo
in the property the property specified by the lesaethe seller fixed by him and to
give to the lessee to this property for a paymenime possession and use. The lessor
in this case does not bear responsibility for aashof a subject of rent and the seller.

Financial legal institution (financial institution) is the complex of rules of
financial law, regulating one group of uniform fir@al relations. Financial
institutions regulate the corresponding Rus$i@gencial markets.

Financial organization is a business entity, rendering financial servifes.
insurer, bank, etc.).

Financial recovery of businesss the complex of lawful measures on restoration
of financial stability of subjects of business.

Financial responsibility is the sciences category, characterizing spegifioft
using of administrative, criminal and civil juridgicsanctions for infringement of rules
of financial law.

Financial systemis the complex and interaction of financial indiitns (there
are budgetary, tax, currency, insurance, crediestment law. securities market law).

Financial resources(financial assets bankroll) are environmental resources, as
well as money, securities and other property.

Financial service is any one lawful service of the financial orgatiza
(insurance, bank, etc.). Thus, financial servicesuaderstood as goods.

Financial stability (business solvency is capability of the subject bear
responsibility on its obligations independentlyrfraircumstances.

Financial federalismis a scientific category, opening specificity odlization of
the principle of federalism in financial relations.

Financial violation (financial delict, financial offence)is guilty, illegal, socially
dangerous deed (i.e. action or inactivity), for ethfulfilment ensues administrative or
criminal, as well as civil responsibilities.

Financing contract under a money claim concessios the agreement on which
one party (i.e. fiscal agent) devolves or undedate devolve to other party (i.e.
client) to money resources on account cash claintbeoclient (i.e. creditor) to the
third party (i.e. debtor), and the client concedesindertakes to concede to the fiscal
agent this money claim.

Flags of convenienceare flags of the countries «PanHoLibCo» (i.e. Rama
Honduras, Liberia, and Costa Rica) as well as sthEne ship «flag-of-convenience»
has essential tax and customs privileges, othearddyges.

Foreign structure without formation of the legal peson is the organizational
form formed according to the legislation of theeign state (territory) without
formation of the legal person (i.e. fund, partngrskassociation, trust etc.) which
according to the personal law have the right tdizeathe activity directed on
extraction of proceeds (profit) in interests of freticipants (shareholders, principals
or other persons) or other beneficiaries.

Foreign financial intermediaries are the foreign stock-markets and foreign
depositary and clearing organizations includechin list, confirmed by Central bank
of the Russian Federation in coordination with Mini of Finance of the Russian
Federation

Franchise is the part of losses which does not subject topmmsation by the
insurer to the insurant and is established in trenfof certain percent from the
insurance sum or in the fixed rate.
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Free Port Vladivostok is the part of territory of Primorsky Kray on whic
established measures of the state support of mssaweording to the federal laws.

Full partnership is the association which participants (full par&)eccording to
the contract are had entrepreneurial activity ohalfeof associations and bear
responsibility under its obligations their property

Committent, consigneris the natural or juridical person who hands other
goods on the commission that is charges to the ¢ssion agent to strike the certain
bargain (sale, buying etc.)

Consigneeis the seller who undertakes to sell for the dertarm (specified
period) the goods of a consigner (consignor) ortéhmas of the commission.

Consigner, consignoris the owner of the goods sold, as a rule, abrmad
mediation of the commission agent (consignee).

Corporate property tax (CPT) is the direct regional tax collected in connection
with having at organizations of objects of basisets.

Excise tax (ET)is the indirect federal tax on transaction with by-excise goods
and production.

Gratuitous legal aid is appeared in form of the — legal consultatiorthie oral
and written form; drawing up of applications, cosipts, petitions and other
documents of legal character; representationstefésts of the citizen in courts, state
and municipal bodies, organizations; other lawguhfs.

Gross domestic product (GDP)is an indicator of statistics of national proceeds
in system of national accounts; signifies to curiivéacost of the final goods, works
and services made in territory of the concrete trgurin market prices. Under
naturally-material form GDP is the complex of sulgeand services used within given
the year on consumption and accumulation. It carcdleulated by three methods:
industrial, method of GDP formation on sourcesroicpeds, and formation method.

Gross national product (GNP)is an indicator of statistics of national proceeds
in system of national accounts; it is interconngocdgth a gross domestic product
(GDP). It signifies to cumulative cost of the firgdods, works and services in market
prices. It includes cost of the goods consumedhbypbpulation, works and services,
the state purchases, capital investments and lealainbalance of payments. Unlike
GDP, includes also the sum of net profits from aldroFor comparison GNP in
different years there are concepts nominal (pradactolume the current year,
formalized in the prices of the current period) asal GNP (production volume in the
year, signified in the prices of the base period).

Gross credit of Bank of Russiais the credits done given by Bank of Russia to
lending credit organizations (including to bankghwihe withdrawn licence), the
delayed indebtedness and the delayed percent ditsgrine resources done given by
Bank of Russia to lending agencies by means ofsé@ions REPO, and also
transactions «exchange swap».

Hedging is insurance of risks upon losses by various nustho

Human rights systemis the complex and interrelation of the personsiciwvh
overall responsibility is protection of the rightsid legal interests of the natural
persons and organizations.

Immunity of budgets is the legal regime, at which the collecting on dpetdry
resources is supposed only based on the judidial ac

lllegal banking activities are realization of banking activities (banking
transactions) without registration or without tipeaial assenting (licence).
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lllegal circulation of precious metals, natural jewels or pearlsis fulfilment of
the bargain (transaction) connected with precioatals, natural jewels or with pearls,
in infringement of the rules established by thedkgion of the Russian Federation.

lllegal receiving of the credit is receiving by the person of the credit or
concessionary terms of crediting by presentatidmatatk or other creditor of obviously
false data on economic situation or financial ainstances of the person.

Independent factors of formation of liquidity of banking sector are
independent factors of formation of liquidity ofrikéng sector — factors of alteration
of balance figures of the central bank, influendiggidity of banking sector, but not
growing out of transactions of the central bank management of liquidity. To
independent factors are factors of alteration diime of cash in circulation and the
rests on accounts of the expanded government ik BaRussia, transaction of Bank
of Russia on home currency market (except the atims directed on regulation of
liquidity of banking sector), and also alteratidnvolume of the rest funds which have
been placed on deposit by credit organizationsceounts for keeping of rest funds in
Bank of Russia.

Individual businesspersonsare the registered natural persons which realizing
business without formation of legal person, as wsllthe head of country and farm
enterprises. If they are not registered, at exenudf a tax duty they not have the right
to declare, that they are not individual businesspes.

Individual income tax (IIT) is the direct federal tax collected in connectigth
receiving by natural persons of various types obine.

Individual property tax (IPT) is the direct local tax collected in connectiornhwi
having at natural persons of various kinds of priyp&s objects of taxation.

Indorsement, giro is an inscription on a reverse side of the bhleque or other
valuable security, certifying transition of rightader the document to other person.

Innovative Centre «Skolkovo»is the complex of infrastructure of its territory
and mechanisms of interaction of its participantshas the special legal status,
essential tax and other privileges.

Inquest is the form of the preliminary investigation which realized by the
investigator on criminal case on which preliminaryestigation procedure is
unessential.

Insurance are relations on protection of interests of ansspes at approach of
insurance cases at the expense of funds of monegwuters.

Insurer (assurer) — is the licensed juridical person (i.e. orgatizrg, originated
for the purpose of insurance business.

Interests are the any in advance declared or establishednadincluding in the
form of discount), received under any kind promigswote, irrespective of a method
of its formalization.

International (world) tax law is international and law financial institutions in
system of international financial law, regulatinglations between subjects of
international law concerning collection of taxes @ues.

Interbudgetary transfer is the money arriving from the higher budget in
subordinate (i.e. grant, subvention, and subsidy).

International financial channel (Conduit Company) is financial organization
by which are transferred dividends and banking grgrc

International treaty of the Russian Federationis agreement between Russia
and other subjects of international law, regulddyléenternational law.
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Interrogation is processual action on legally receiving by thenpetent official
of data from interrogated about the facts importantase.

Inflation is process of devaluation, as well as other cpsisition of national
monetary system.

Interbudget relations are relations between federal, regional and local
authorities concerning budgets.

International law from positions of Russia is the special componenthe
Russian legal system, regulating the relations eetwRussia and other subjects of
international law by international treaties of tRassian Federation, and by principles
and rules of international law recognized by Russia

International (world) economic is the complex of private international-public
relations, resulting between the states and othdiyests of international law
concerning production and realization of goods, kepand services. International
economic law regulates it.

International (world) economic law is an inter-branch legal institution in system
of international law, regulating private relatidmstween subjects of international law
concerning production and realization of goods,kspand services.

International (world) finances are complex of international-public relations,
resulting between the states and other subjectintefnational law concerning
formation, distribution and using of funds of mondgternational financial law
regulates it.

International (world) financial law is an inter-branch legal institution in the
international legal system, regulating relationsdeen subjects of international law in
the process for the formation, distribution andhgsf funds of money.

International legal responsibility is hegative consequences for the international
offence committed by the subject of internatioaa.|

International offence (international delict, international violation) is an
international-social-dangerous and guilty deed éation or inactivity), breaking rules
of international law and (or) international treati@ontracts, agreements), for which
fulfillment international legal responsibility isqvided.

Inventory is inspection of factual presence and the comditad financial
resources.

Investments are property, property rights and the intellectvalues, that
deposited in objects of business and other objecthie purpose of receiving of profit
and achievement of positive social effect.

Investor is the any personable person, putting the invassnand providing
them specific-purpose use. Investors operate barséidenses and contracts, are equal
in the rights and duties.

Invoice is the account on sent goods with the instructiminshort specification,
price, expenses and other details of the contract.

Issue of securitiess the statutory action sequence of the emitteplacement of
issuing securities.

Issuers(emitters) are lawful persons, who place securities and tesgronsibility
on them.

Joint-stock companyis the economic society which authorized capgathared
on certain number of shares.

Judicial (court) decision is the processual document adjudging the case and
restoring violated rights, taken out by court ie fprocessual form on the basis of a
legal investigation in essence.
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Juridical facts (legal facts)in financial law are legal vital circumstancesdpts
and actions), causing, changing or stopping fireregal relations.

Juridical (legal) personis an organization which has solitary property éed
accountable under the obligations, can buy andzeeah its own behalf civil rights
and to perform civil duties, to be the claimant agspondent in court.

Jurisdiction is a relevancy of disputes on law and other legaks to competent
authority.

Land-tax (LT) is the direct local tax collected in connectiothaiaving of land.

Larceny (theft) is covert stealing of alien property.

Law is the jurisprudence; will of people erected ima,| complex of legal norms,
and regulator of public relations.

Law enforcement actis the legal act which contains the individual éripus
binding over which has been taken out by compegernhority as a result of the
solution of concrete legal case.

Laws are normative legal acts, accepted by represeatagency of State power,
based on RF Constitution.

Legal ability (capacity) of the citizenis ability of the citizen to have rights and
to perform duties.

Legal ability (capacity) of the legal persoris ability of the legal person to have
civil rights and to perform the duties connectethwhis activity.

Legal regimeis a special procedure of legal regulation.

Legal relation is the public relation regulated by legal norms.

Legal responsibility (juridical responsibility ) is negative consequences for a
violation. Administrative, criminal and civil respsibilities are independent basic
types of juridical responsibility.

Legal status is legally fixed position of the subject in a sgi which is
formalized in a certain complex of his rights andieks.

Legal systemis internal structure of law, its differentiatian branches, sub-
branches and legal institutions.

Letter of credit (L/C) is the bank double bond on which issuing bank taies
to make payments in favor of the fund receiverrgiiesentation of the documents
corresponding to all conditions of letter of crdaljthim or to give to power to paying
bank to realize such payments.

Liquidation of the legal personis its dissolution without transition of rightsdan
duties to other persons as universal legal suanessi

Limit of budgetary obligations is volume of rights in money terms on
acceptance by public institution of budgetary ddtions and (or) their execution in
current financial year (current financial year anplanning period).

Limitation of action is term for legal protection under the claim oé therson
which right is violated.

Limited responsibility society (limited liability company) is the economic
society, which authorized capital is shared oneshand its participants do not answer
for obligations the society and bear risk of losséhin cost of their shares.

Loan agreementis the contract on which one party (lender) degshn the
property to other party (loan debtor, borrower) theney or other things fixed by
generic features, and the loan debtor undertakestion to the lender the same sum
of money (loan sum) or equal quantity of other gsiof the same sort received by him
and quality.
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Manager of budgetary funds is authority and (or) the most significant
establishment specified in internal departmentaicttire of budgetary expenditures,
having the right to distribute budgetary allocasicand budgetary obligation limits
between subordinated managers and (or) addresseedgetary funds

Marine insurance is the insurance of objects upon dangers or actsdmn a sea.

Measure of prices (price scale)s the official value of monetary unit, fixed by
the rate of exchange in relation to currenciestioéiocountries.

Medium-sized businesspersoris juridical person number from 100 to 250
persons.

Micro-enterprise is the juridical person number to 15 persons.

Mineral extraction tax (MET) is the direct federal tax collected in connection
with mining operations.

Monetary circulation (currency circulation) is legal turnover of money at
realization of its functions.

Monetary unit is the banknote, fixed by the law and consistifgsmall
proportional parts.

Monetary system (monetary constitution)is the complex of the legal elements,
which to guarantee the monetary (currency) cirtaat

Money as an economic categorys a standard unit of value (i.e. universal
equivalent of value) of goods, works, and services.

Money as a juridical categoryis the type of a property, object of law, objett o
civil rights.

Money stock, supply of money (monetary aggregate M2s the sum of cash in
circulation and cashless resources not financiad &nmancial (except credit)
organizations and the natural persons who areamtsicdf the Russian Federation, on
the on-demand accounts and thrift accounts indiatebanking system in currency of
the Russian Federation.

Natural persons are citizens of the Russian Federation, foreidgizesis and
stateless persons.

Nominal effective rouble exchange rate indexs an indicator which reflects
dynamics of a rouble exchange rate to currencieth@fcountries — basic trading
partners of Russia. It pays off as the averageadibe of nominal rates of ruble to
currencies of the countries — the basic tradingneas of Russia. Quotas of the foreign
trade turnover of Russia from each of these caemin the cumulative foreign trade
turnover of Russia with the countries — the basidihg partners are used as weight of
indexes.

Non-bank credit organizations (lending agenciesare the credit organizations,
having the right to realize several bank transastiender the license of CBR.

Normative agreement(i.e. agreement of the normative content, law-making
treaty) is an agreement between subjects of law-creatmmiaining legal norms.

Normative legal actis the act of authority or officer, published iocardance
with established procedure and containing legaimsofi.e. behavior rules, rules of
conduct), obligatory for the uncertain circle ofsns and regulating public relations.

Object of taxation is all, that has cost, quantitative or physicarelcteristics,
and is connects with occurrence of the tax duty.

Organizations are the juridical (legal) persons formed accorditny the
legislation of the Russian Federation (i.e. Russiaganizations) as well as the —
foreign juridical persons, companies and other @@ig formations, having civil legal
ability and formed according to the legislation tbe foreign states, international
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organizations, filial agencies and representatifiees of the foreign persons and the
international organizations formed in territorytbe Russian Federation (i.e. foreign
organizations).

Organization profits tax (OPT) is the direct federal tax collected in connection
with profit received by organizations.

Partnership in commendam (kommandit partnership)is association in which
along with full partners is available one or seVg@aticipants — depositors who bear
risk of the losses connected with activity of assimn, within the sums of the
deposits and do not participate in entrepreneadtvity of the association.

Patent system of taxation (PST)s the regional special tax regime for individual
businesspersons.

Paying agentis the bank paying interests and dividends onhibiealf and at
expense of the legal person

Payment commission (payment order, order to payjs the executive order of
the account holder (i.e. payer) to the bank serhing formalized by the accounting
document to transfer a certain sum of money int @bcount of the fund receiver
initiated in this or other bank.

Payments in merchant shipping and on an internal wier transport are lawful
sums of money as payment for spent on sea bothr whjects of work and rendered
services.

Personal accountsare the accounts opened in bodies of Federal Omng#sther
bodies which are realizing initiation and keepirfgpersonal accounts) according to
the budgetary legislation of the Russian Federation

Petition is the written or oral address of the participahtpoocess to law-
enforcement or judicial body.

Plea (claim)is the processuaéquirement of the claimant to the respondent.

Postingis entry in the income item.

Primorsky Kray (Primorye) is the Subject of the Russian Federation, pafaof
Eastern federal district. It is located in southtlué Far East, on the bank of Sea of
Japan, administrative centre is Vladivostok.

Private office of the taxpayeris an information resource which is placed on an
official site of Federal Tax Service in the netwatkternet».

Processual documentis the written document made in the lawful form as
corresponding proceeding.

Processual formis the procedure orderliness on various cases.

Production-sharing agreementis a publiccontract, on which conditions Russia
gives to the investor-businessperson exclusivetsigh search, prospecting and
extraction of minerals on the contractual siteuwddsoil, and the investor undertakes to
realize all works at the own expense and risk.

Proceedsare any material gain.

Property amortization is an objective process of gradual transfer olieabf
property (fixed capital) in process of its deteaidwn on industrial production.

Public companiesare the Russian and foreign organizations whieheanitters
of securities, which (or depositary receipts onalhihave undergone procedure of
listing and (or) have been admitted to the cir¢olagt one or several Russian stock
exchanges having the licence, or the stock exclzaimgpduded in the list of foreign
financial intermediaries.

Public joint-stock company is the joint-stock company which actions (shares)
publicly address on the stipulations fixed by lamssecurities.

282



Public institution is the state (municipal) establishment which islizeng
rendering of the state (municipal) services, exeautf work and (or) execution of the
state (municipal) functions with a view of maintana of realization provided by the
legislation of the Russian Federation of powerpudilic authorities (state agencies) or
the local governments which financial provisionaofivity is realized) at the expense
of resources of the corresponding budget basetieohudgetary estimate.

Purchase and sale contracts the agreement according to which one party (i.e
seller) undertakes to transfer to the possessithing (i.e. goods) to other party (i.e.
buyer), and the buyer undertakes to receive thesdsgand to pay for it the certain
sum of money (i.e. price).

Real effective rouble exchange rate indebds an indicator which pays off as the
average alteration of real rouble exchange ratesutencies of the countries — the
basic trading partners of Russia. Thus the reableoexchange rate to a foreign
currency pays off taking into account a ruble nahimate to the currency and
correlations of a standard of price in Russia &edcbrresponding country. Quotas of
the foreign trade turnover of Russia from eachhefsé countries in the cumulative
foreign trade turnover of Russia with the countriethe basic trading partners are
used at calculation of a real effective rate asescaf indexes. The index of a real
effective rouble exchange rate reflects alteratibrcompetitiveness of the Russian
goods concerning the goods of the countries —aiseclirading partners.

Reclamation is the requirement about the compensation for desian case of
miscalculations.

Record is the processual document fixing the course asdlts of processual
action.

Referee in case of needs the person who pays the protested bill on the
procuratory (instructions) of the maker (giver dfb

Regime of targeting of inflationis the regime of monetary-credit policy at which
it is specified, that an overall objective of thentral bank is maintenance of price
stability. Within the limits of the regime the quaative purpose on inflation for
which achievement the central bank is responselgpecified and appears. Usually
within the limits of a regime of a targeting of lefon monetary and credit policy
influence on economics is realized through rategntdrest. Decisions are enacted
above all on the basis of the forecast of developroé economics and dynamics of
inflation. Thus the important element of the regisipractice of a regular explanation
of the public of decisions enacted by the centrahkbthat guarantees with the
accountability and an information openness of #mral bank.

Regime of a floating rate of exchange, currency ratis the regime at which the
central bank does not establish fix reference ppintluding operational, for level or
a course change and allows that to a rate fixirgg @n exchange rate formation
mechanism) to occur under the influence of marketdrs. Thus the central bank
reserves possibility to realize irregular influenoa home currency market for
smoothing of a volatility of a rate of national mmcy or prevention of its excessive
alterations.

Rent is the regular net profit (from the lending cabitaoperty or land rent), not
connected with entrepreneurial activity of the pretor.

Reorganization of the legal personis its amalgamation, joining, division,
allocation, transformation.
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Reparation ordinary is compensation by the state-offender of a matdamage
by payment of sums of money, delivery of goods iramdver, rendering of services
equivalent to the recoverable.

Reparation extraordinary is special burdens, consisting in temporary retibn
of competences of the state, which have committedrtternational crime, to dispose
of the material resources for the purpose of tiiéridemnification of damage and an
exception of the reasons for repeated fulfilmeRor example, there is duty of
deliveries to other subjects of international ladwraterial valuables sine qua non for
state-offender, as the state cannot develop andamsiry and it is forced to develop
economy of a peace orientation.

REPO is the operation deal at which the owner of theusges or foreign
currency sells to their bank with the obligationtieé subsequent buy-out in the term
fixed by the contract under higher price; the reedidifference (i.e. the margin) goes
to bank proceeds.

Representative officeis subdivision of the legal person located ouagflace of
its finding which represents interests of the lggakon and realizes their protection.

Reserve-estimated liabilityis the obligation with a sine die of execution loe t
uncertain quantity obligation.

Restoration is reinstatement of the non-material rights of sh#fered subjects of
international law (for example, there are — stopillefgal occupation, release of
wrongfully detained persons etc.).

Restitution in kind (specific restitution) is returning by the state-offender to
victim subjects of international law of the progervrongfully captured at them,
having individual characteristics (for example,réhare — archives, cultural valuables
etc.).

Re-structuring is a contractual change of satisfaction conditi@ms more
preferential.

Retortions are measures of influence of one state concermiothar on purpose
to induce it to stop unfriendly, unfair, discrimtiwa, but nevertheless, lawful actions
(for example, in case of unfriendly restrictions exfonomic relations). As a rule,
retortions are similar to retortions those subjestso has used them earlier. However,
retortions can be used and as a preventive meaustlire presence of offence threat.

Reprisals (retaliations) are unilateral actions of the state on state-offeras a
compulsion measure for the international offenddey should be proportional, i.e.
intensity of reprisalscannot be above that, that is necessary for spegifial
achievement, as excess of limits necessary — atsoffence. Reprisalstop on
reaching the purpose — there is to induce the suljpethe termination of an offence
and to realization of obligations.

Revisionis inspection of financial and economic activity.

Road fund is the part of budgetary funds which is the Subjewse with a view
of financial provision of road activity concerninfjhighways of the general use.

Road paymentsare complex of taxes, dues and other paymentshafhwoad
funds are formed.

Russia, Russian Federations the largest state of Eurasia; largest statearfdw
on the territory area, capital is Moscow. Russithes democratic federal lawful state
with the republicanism.

Russian federalismis the balanced differentiation of powers, finaheissets and
answerability between federal, regional and muaiciputhorities, an optimum
combination of their interests, based on RF Cautsiih.
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Satisfaction ordinary is redress by the state-offender of lawful nonarat
requirements of the victim state for the purposerafstatement of non-material
damage (for example, there are — apologies, regm@ession etc.).

Satisfaction extraordinary is various temporary restrictions of the soversign
and juridical ability of the state, which have coitied the international crime, for the
purpose of abolishing of its reasons and formatibguarantees from its reiteration
(for example, there are — reorganization of pditisystem, temporary occupation,
disbandment of the armed forces etc.).

Science Town (scientific-citiesjs a municipal union with the status of the city
district, having high scientific and technical pdiel, with city-formative a science
and production complex.

Securities (i.e. certificates, shares, bonds etc.) are spedificuments and the
rights, which use realized based on the specigl&mpn.

Securities market law (SM-law)is the financial institution, i.e. it is the coregl
of rules of financial law in the form of the SM-lEgiorms, regulating the relations on
a securities market, incomes of which turnover fofomds of money.

Seizureis the investigative action consisting in withdrawhcertain subjects and
documents, important for case, if it is precisetpwn where and at whom they are.

Sentenceis the judicial act about innocence or guilt af thefendant.

Sevastopols the federal city, hero town, naval port, base @cRISea Fleet, and
the Subject of the Russian Federation.

Simplified taxation system (STS)is the federal special tax regime for special
subjects.

Special Drawing Rights (SDR) is artificial monetary unit which is used by
International Monetary Fund for interstate andrinéak calculations.

Special economic zonis the part of territory of Russia with the spec&dime of
business.

Specific duesis complex of dues and other obligatory paymentschvare not
included into tax system of the Russian Federatioih,are objects of taxation, or are
used with a view of formation of tax privileges éduand payments in sphere of
rendering of housing-and-municipal services, insceacontributions, heat-recovery
due, dues and payments in merchant shipping, cestess etc.).

State compulsion (restraint) is lawful somatic, psychological or ideological
action of the public authority, official on natugarsons and (or) juridical persons.

State off-budget fund is the form for the formation and an expenditurenoney
resources, which forms out of federal and regitnagets.

Subdivision of a legal entityis the any element territorially isolated fromoit
which location stationary workplaces are equipped.

Small entity (small enterprise)is the juridical person number to 100 persons.

Specialtax regime is a replacement of certain complex of taxes amekdvith
one payment, or other special legal procedureef ttalculation and payment.

Spread is a difference (margin) between two indicatoi @xample, between
proceeds from the actives and cost of outside fjunds

State is politically-territorial sovereign organizatiaf the public power, having
special enforcement machinery and doing the commahtigatory for the population
of all country.

State Duty (SD)is indirect federal due for fulfilment by lawfuepsons of legally
significant actions.
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State (municipal) taskis the document fixing the — requirements to stmeg
guality and (or) to volume (content), stipulatiopsycedure and results of rendering of
the state (municipal) services (work execution).

Substitution is replacement of wrongfully destroyed, damagestolen property
with equivalent subjects. For example, the kindaofubstitution is compensative
restitution.

Switch is devolution of financial instruments from posses of one person to
another person by the intermediate entity (i.eerimediary) as a result conclusion of
the pair or series of transactions of purchasesafal

System of lawis the complex and interrelation of the general aspecial parts,
only applicable to concrete jurisprudence.

System of taxationis complex of the elements guaranteeing tax syfitemthe —
taxation essential elements, tax control, tax residity etc.).

System of taxation at realization of production-sheng agreementsis the
federal special tax regime according to which paynod a part of taxes and dues of
tax system of Russia is replaced with productianige.

Tax is the obligatory, individually gratuitous paymertollected from
organizations and natural persons in the form @hation belonging them on the
property right, economic jurisdiction or an operatimanagement of money resources,
with a view of financial provision of activity oheé state and-or municipal unions.

Tax baseis the cost, physical or other characteristiclgéot of taxation

Taxation essentialelements(i.e. essential particulars of taxation) are eletse
without which occurrence of the tax duty is impbssi They form legal structure of
the tax and dues and mean, that taxes and duestda@restablished by one only
declaration.

Tax on gambling industry (TGI) is the indirect regional tax on business in
gaming sphere.

Tax collectionis the fiscal due entering into taxation system.

Tax evasion (evasion from payment of taxes and (odues)is failure to submit
of the tax declaration or other obligatory lawfudcdments, or inclusion in the tax
declaration or in such documents of obviously fala&

Tax haven, tax shelteris the state or its territory with a preferenta treatment
of non-residents; it is not infrequently used fegitimization of illegal proceeds.

Tax interest is reduction of the size of a tax duty owing tduetion of taxation
base, receiving of a tax deduction or privilegee wf lower tax rate, and right
receiving on return or compensation of the tax ftbmbudget.

Tax law is the complex of rules of tax law, regulating tiedations concerning
calculation of taxes and dues, their deduction dinélction in budgetary funds of
money.

Tax law asan academic subjecis the subject matter of teaching.

Tax law asa science branchis the system of knowledge on tax relations and
rules of tax law.

Tax lossesare losses of the payer of taxes and dues in ctinnewvith inadequate
tax planning.

Taxpayersare subjects of the tax duty.

Tax period is time, after which termination the taxation bésealefined and is
estimated the sum of the tax, which is the Sultgepayment.

Tax planning is an activity of payers of taxes and dues onu&wdduction of a
tax duty or exemption from it under concrete taxed dues.
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Tax rate is lawful digit, which after multiplication to taxion base fixes the sum
of the concrete payment, which is the Subject torgnt.

Tax systemis complex and interrelation of all lawfully fixexes, dues and
special tax regimes.

Temporary cash gapis predicted during the certain period of curriésttal year
insufficiency on the uniform account of the budgéthe money resources necessary
for realization of cash payments from the budget.

Territory of the Russian Federation and other territories which are under its
jurisdiction are territory of the Russian Federation and tawriof artificial islands,
installations and constructions over which the Rus&ederation realizes jurisdiction
according to the legislation of the Russian Fedanand international legal norms.

Territory for advancing social and economic develoment in the Russian
Federation is the part of territory of the Subject of the Bias Federation, on which
is established the special legal regime of reatinadf business and other activity for
the purpose for the formation of favorable condisidor attraction of investments,
supports of the accelerated social and economieldement and formation of
comfortable conditions for support of ability tedi of the population.

Sales duss indirect local due for trading activity realiiat.

Transaction «exchange swap»is the transaction, two-piece: initially one
transaction party exchanges the certain sum iromatior a foreign currency for
equivalent quantity of other currency given by ffiseond transaction party, and then,
after the expiry of the term of the transactiore tharties realize a return currency
exchange (in corresponding volume) at in advantabbkshed fixed rate. Transaction
«exchange swap» of Bank of Russia are used fortiggarto lending agencies
refunding in rubles.

Transfer act is the document which contains positions aboutllegacession
under all obligations of the reorganized legal pers

Transport tax (TT) is the direct regional tax collected in connectigth having
of transports.

Treasury is resources of the budget and other propertyussR, Subjects of the
Russian Federation and municipal unions.

Trust is fiduciary management (administration) of estate

Turnover of goods (cargo turnover)is the basic indicator of work of a transport
for the period of years.

Uniform agricultural tax (UAT) is the federal special tax regime for agricultural
commodity producers.

Unified tax on imputed incomeis the local special tax regime for separate kinds
of business.

Uniform account of the budgetis the account (complex of accounts for the
federal budget, budgets of the state off-budgeddunf the Russian Federation),
opened to Federal Treasury in establishment ofGhatral bank of the Russian
Federation separately under each budget of buggdtrstem of the Russian
Federation for the accounting of budgetary fundd sealization of transactions on
cash receipts in the budget and to cash paymemntstire budget.

Unitary enterprise is the commercial organization, which has not tri¢
property, fixed to it the proprietor.

User of credit history is the individual businessperson or legal persbo Wwas
received written or different way documentary fixashsent of the subject of credit
history on receiving of the credit report for cekgtion of the loan agreement (credit).
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Value is materialized labor.

Variable interest rate on transactions of Bank of Rissiais the rate of interest
adhered to level of the key rate of Bank of RusElee interest rate corrected on value
of alteration of the key rate, is used in case afeptance by Board of directors of
Bank of Russia of the decision about alteratiorihef key rate under credits earlier
given on the floating rate.

Value-added tax (VAT) s the indirect federal tax charged on the adaest.

Verdict is the decision of board of jurymen.

Vladivostok is the city of military glory in Russian Far Eastiministrative
centre of Primorsky Kray, free port, centre of AsRacific region.

Water-tax (WT) is the direct federal tax imposed on special anjl gpecific
water use.



ENGLISH TENSES (ACTIVE)

THIBI (POPMbBI) AKTUBHBIX JIEHCTBUM

ACTIVE SIMPLE CONTINUOUS PERFECT PERFECT
(daxr) (mpocroit (pe3ynbrar) CONTINUOUS
nporecc) Prepositions- (nurenpHBIN Mpolecc)
Prepositions- marker (Ipeonoe- Prepositions-markers
markers Mapkép) (IIpeonozu-maprepa)
(IIpeonoeu- by since, for
Mapkepa)
at, from...to
1 2 3 4 5
PRESENT | Noun + Verbl Noun + (am, is, Noun + Have / has| Noun + Have / has +
Words-markers | are) + Ing + Verb3 been + Ing
(Crosa- Words-markers Words-markers Words-markers
Mapkepa) (Cnosa-mapxepa) | (Cnosa-mapkepa) (Cnosa-maprepa)
usually, often, now, at present, at| ever/never, just, for a moment, for a long
never, everyday | moment yet, already, lately,| time, how long, since
*| write (He *| am (He is) recently, today when, since 5 o"clock
writes) letters writing a letter *| have (He has) *| have (He has) been
once a week. now. worked / broken ...| writing a letter for an
-S1 iy (o -S1 iy (o today. hour / since two o’clock|
MUIIET) UCbMa | MULIET) THChMO -51 (On) orpaGoran | -5 nury (OH nuer)
pas3 B Hefieto. ceifuac. / cnomazt ... IIHCBMO yxKe yac / ¢
*|t rains every | *Itis raining now. | CEroJHs. NBYX 94COB.
day. -Jlo%K b MAET *It has rained *It has been raining for
-JloK b HOET ceifuac. already. three o'clock.
Kbl 1CHb -Jlox b yxe -Jloxk b UIET yxKe TpU
IIPOILEN. yaca.
PAST Noun + Verb2 Noun + Was / Noun + Had + Noun + Had+ been +
Words-markers | were + Ing Verb3 (+Verb2) Ing (+Verb2)
(Cnosa- (+Verb2) Word-marker Croso-mapkép
Mmapkepa) Words-markers (Cnoso-mapxép) (word-marker)

yesterday, last
week, 3 days
ago, in 2005
*| (He) wrote a
letter yesterday.
-51 (On)
Hamnucaia
NUCbMO BYECpA.
*|t rained
yesterday.
-Jlox b mén
BUEDA.

(Crosa-maprepa)
at 5 yesterday, fronj
5 to 6 yesterday, all
day long, when we
came, while

*| was writing a
letter, when we
came / while he

was reading a book.

-4 nanucan
MHCHbMO, KOI'I@ MbI
npunUe / IOKa OH
YUTAJI KHUTY.

*|t was raining all
day yesterday.

— Jloxap mrén
BUEPA BECh JICHb.

before

*| had written a
letter before
Mother came.

-5 Hanmcan
IIUCbMO 10 TOrO,
KakK npnu.ma Mama.
*|t had rained
before you came.
-Jloxap mpoién 1o
TOr'o, Kaxk Bbl
MIPUIILTU.

when

*| had been writing a
letter for an hour
yesterday, when he
came.

-51 nmucan nmuceMo
BUEpa yXKe Jac, Koraa
OH IPUILEIN.

*|t had already been
raining for several
hours, when | went out|
- Joxnp mwén yxe
HeCKOJIBKO 4acOB, KOT'Ad
s BbIIICIT HA YIIUILY.
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Cont. table

1 2 3 4 5
FUTURE | Noun + Will Noun + Will + Be | Noun + Will + Noun + Will + Have +
+Verbl + Ing (+Verbl) Have + Verb3 been + Ing (+Verkl)
Words-markers | Words-markers (+Verbl) Words-markers
(Cnosa- (Cnosa-mapxepa) Words-markers (Crosa-maprepa)
Mapkepa) at 5 tomorrow, (Crosa-maprepa) when, before

tomorrow, next
week, in 3 days,
in 2005

*| will work (He
will works)
tomorrow.

-51 6yny (Ou
Oyner) paborathb
3aBTpa.

from5to 6
tomorrow, all day
long tomorrow,
when he comes

*He will be
writing when |
come (she comes)

-OH Oyzner nucars,
Korja st ipueny /
OHA TIpHEJIET.

when he comes, by
next summer, whilg

*He will have
finished his work,
when | call / she
calls him.

-OH 3aKkoHYHT
CBOM padoty,
KOT/a 51 eMy
103BoHI0 | OHa eMy
[MO3BOHUT.

*He will have been
finishing his work,
when he / she comes.
-OH Oynmer
3aKAHYHUBATH CBOMO
paboty nepen TeMm, Kak
oH / oHa npuaéT
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