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The new Russian transfer pricing rules came into effect on 1 January 2012.
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Russia’s new rules: Overview and practical aspects

The new Russian TP rules came 
into effect on 1 January 2012. In 
comparison with the old rules, 
which were outlined in Article 
40 of the Russian Tax Code (the 
Code), the new rules are largely 
based on TP Guidelines of the 
Organisation for Economic Co-
operation and Development 
(OECD), but also contain certain 
peculiarities that can trigger 
TP issues for both related and 
unrelated companies transacting 
with domestic and cross border 
counterparties. A number of 
amendments regarding the 
deadlines for submission of 
the 2012 TP notification on 
controllable transactions and TP 
documentation were recently 
introduced into the rules. Due to 
the fact that the deadlines have 
been moved, companies now have 
more time for 2012 TP compliance. 
However, taxpayers should start 
planning the TP documentation 
process for 2013 beforehand. 

Starting from 2013, the financial 
thresholds for controllable 
transactions will decrease and 
more transactions will potentially 
fall under control from the Russian 
TP perspective, thus increasing 
the volume and the complexity of 
the analysis.

The main changes in the Code 
in relation to TP include, among 
others, introduction of the arm’s 
length principle as a fundamental 
principle of the Russian TP rules, 
setting the ownership ratio at 
which companies are considered 
related at 25 percent, etc.

This article focuses on:

• changes in the Russian tax 
authorities’ structure aimed at 
TP matters and introduction of 
special TP audits to be conducted 
by the Federal Tax Service (FTS);

• introduction of reporting and 
TP documentation requirements 

and penalties for non-
compliance;1

• introduction of APA procedures;
• practical hints and 

recommendations for 
Russian taxpayers.

Overview of tax authorities’ 
structure
Prior to discussing the substance 
of the main changes to the TP 
rules and relative practical 
recommendations, we provide a 
brief overview of the structure 
established to oversee TP matters 
by the Russian tax authorities. 
In order to monitor compliance 
with the newly established rules 
and to perform tax control, 
the Ministry of Finance of the 
Russian Federation established 
a new department dedicated 
to TP issues (Department of 
International Relations and 
Transfer Pricing of the FTS). 
The main functions of this 
department include performance 

1 No penalties can be assessed for 2012-2013 transitional years in case of TP adjustments
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of TP audits, conclusion of 
APAs, analytical and tax 
control procedures.

In addition to that, the FTS and the 
Federal Anti-monopoly Service set 
up a dedicated workgroup dealing 
with TP matters. Its main objective 
is to propose improvements to tax 
and antitrust legislation in the area 
of identifying arm’s length prices. 
This work- group is expected to 
focus on common approaches to 
law enforcement practices.

Further, the Specialised Inter-
regional Inspectorate for TP 
was created in April 2012 and 
currently employs approximately 
200 specialists. Its main functions 
include collecting, processing 
and analysing information on 
intercompany transactions, 
analysing and evaluating market 
prices, identifying mechanisms for 
tax underpayment, responding to 
TP inquiries from central and local 
government authorities as well as 

supporting the automatic selection 
of taxpayers for TP audits.

The above changes imply that the 
Russian tax authorities intend to 
pay close attention to TP matters. 
Their knowledge of basic principles 
will gradually grow and they will 
increasingly apply international 
practice in Russia.

Russian taxpayers could be facing 
audits from the Department 
of International Relations and 
Transfer Pricing in connection with 
controlled transactions and the 
arm’s length nature of the pricing, 
as well as audits from the regular 
federal tax inspector on general 
tax matters. These audits could 
happen at different times and will 
be independent of each other.

TP compliance
Taxpayers are obliged under 
the Russian TP rules to prepare 
and submit notifications on 
controlled transactions and TP 

Russian taxpayers 
could be facing 
audits from the 
Department of 
International 
Relations and 
Transfer Pricing 
in connection 
with controlled 
transactions and the 
arm’s length nature 
of the pricing, as well 
as audits from the 
regular federal tax 
inspector on general 
tax matters.
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documentation which may be 
requested by the Russian tax 
authorities. The list of transactions 
subject to TP control specified by 
the Code includes cross border 
and domestic transactions 
between related parties, as well 
as a number of other transactions 
which may be considered as 
controllable (such as foreign trade 
transactions with exchange traded 
commodities, etc.).

A. Controlled 
transaction notification
Corporate taxpayers conducting 
business in Russia need to prepare 
and file the notification on 
transactions subject to TP control 
annually in order to comply with 
the reporting requirements. The 
notification form should contain 
information on the following:

• controlled transactions, 
including the amount of income 
derived and expenses incurred;

• the subject of the controlled 
transaction, including the 
relevant contract number, the 
amount, delivery terms and 
the price;

• the legal entity/ individual 
which is party to the 
controlled transaction.

The Russian tax authorities 
indicate that the notification 
should be prepared for each 
controlled transaction, therefore 
filing of notifications may prove 
to be quite a cost- and time-
consuming process. Although the 
penalty for non-submission of the 
TP notification is not high,2 the 
risks for taxpayers could be quite 
significant. As the notifications will 
be used by the tax authorities for 
conducting a pre-audit review and 
selecting entities to un- dergo tax 
control measures, non-submission 
of this form or submission of 
an improperly completed form 
may serve as a ‘‘red flag’’ and 
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trigger more questions. In order 
to maintain good relationships 
with local tax authorities, Russian 
taxpayers should strive to be 
fully compliant with the new 
TP requirements.

B. Documentation
In the autumn of 2012 the Russian 
tax authorities issued a Letter3 
providing detailed guidance 
and practical recommendations 
on preparing and filing TP 
documentation, as prescribed by 
the Code. Although the Letter 
is non-binding, the guidance 
it provides is useful and it will 
likely be applied by the tax 
authorities during their reviews of 
taxpayers’ documentation.

In addition to the Code, this Letter 
explained how to classify parties to 
a transaction, which transactions 
require documentation and how 
to select a pricing methodology, 
the content of the documentation, 

2 RUR 5,000, approx. US$150. 
3 Letter of the Federal Tax Service dated 30.08.2012 No. OA-4-13/14433 ‘‘On the preparation and submission of documentation for the purposes of tax control’’
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the level of detail required in the 
documentation, the filing deadline 
and the archiving period.

The Letter indicates that taxpayers 
must file documentation at the 
request of the FTS.4 The FTS 
reckons that the taxpayer’s 
document filings will be used for 
conducting a pre-audit review and 
selecting an entity to be subject 
to a TP audit, as stipulated in 
Chapter 14.5 of the Code. There 
are situations in which the Russian 

tax authorities may request TP 
documentation, namely during a 
TP audit or at any time after June 
15 of the year following the year in 
which the controlled transaction 
took place, irrespective of whether 
a TP audit has been commenced.

When preparing the 
documentation, taxpayers 
should consider that Russian 
tax authorities prefer the 
transactional approach. Thus all 
transactions should be analysed 

separately and taxpayers should 
consider the specific features and 
economic circumstances of each 
controlled transaction (a group of 
homogeneous transactions). 

For 2012 – 2017, the Russian 
tax authorities have set a 
transitional period during 
which the financial threshold 
for controlled transactions will 
gradually decrease. The summary 
of documentation requirements is 
presented in Table 1.
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Table 1: Documentation requirements

Period of audit Requirements on preparation of TP documentation

Penalty for non- submission Cross-border transactions Domestic transactions

2012 n/a if> 100 mln RUR (appr. US$ 3,5 mln) if > 3 bln RUR (appr. US$ 107 mln)

2013 n/a if> 80 mln RUR (appr. US$ 2,8 mln) if > 2 bln RUR (appr. US$ 71,4 mln)

2014-2016 20% all transactions if > 1 bln RUR (appr. US$ 35,7 mln)

2017 40% all transactions if > 1 bln RUR (appr. US$ 35,7 mln)

4 Art. 105.15.1 Code 
5 For year 2012 this date has been moved to December 1.
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C. Filing deadlines
As the rules are fairly new, 
the authorities continuously 
develop them and introduce 
necessary changes. One of the 
most important changes has been 
recently introduced, including the 
new deadlines for submission of 
TP notifications.

Federal Law No.39-FZ of April 5, 
2013, introduced amendments 
regarding deadlines for 
submission of the 2012 notification 
on controlled transactions 
and preparation of 2012 TP 
documentation reports. The 
new dead- lines for submission 

of notification, request of 
documentation by tax authorities 
and TP audit are summarised in 
Table 2.

The deferral of deadlines is an 
opportunity for taxpayers to 
increase the quality of their TP 
documentation –the tax authorities 
will widen their expertise and 
be much more prepared by 30 
June 2014.

D. Intercompany financing
The new TP rules did not 
provide clear guidance on 
TP control for intercompany 
financial arrangements, as prior 

to Federal Law No.39-FZ, the 
Russian tax authorities provided 
recommendations in relation to 
loans only in unofficial discussions 
and Q&A sessions. The Law 
put an end to this ambiguity 
and gave more clarity on 
financial transactions.

According to the recent 
clarification, the TP rules will not 
apply to transactions concluded 
before 1 January 2012 which 
relate to bank loans, loans granted 
by non-banking organisations 
(including commodity and 
commercial loans/deferrals of 
payments), guarantees, except for 
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Table 2: Deadlines

Document Earlier established deadline New deadline

Submission by taxpayers of the notifications on controllable transactions 20 May 2013 20 November 2013

TP documentation may not be requested by the tax authorities earlier than 1 June 2013 1 December 2013

The deadline for the issuance of the decision on the initiation of the 2012 TP 
audit not later than

31 December 2013 30 June 2014
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transactions for which the terms 
were changed after 1 January 
2012. Therefore, if a taxpayer 
needs to change the terms of 
the loan due to certain business 
reasons, it is recommended that 
those changes are done under the 
frame of a new contract. 

APA programme availability
The new TP rules introduced 
APA procedures for the ‘‘largest’’ 
taxpayers. The main aim in 
concluding an APA is to facilitate 
negotiations between the taxpayer 
and the tax authorities in order 
to avoid disputes regarding 
TP issues. It is worth noting 
that unilateral or bilateral APA 
procedures are available and 
could be concluded only for one 
specific type of transaction (group 
of homogeneous transactions). 
Therefore the conclusion of APAs 
could be rather time-consuming 
and costly for the taxpayer if it has 

a number of different groups of 
controlled transactions.

Further to the introduction of 
actual TP rules, the Russian 
tax authorities issued a Letter6 
providing more specific guidance 
on how the new rules will be 
implemented. Among other 
practical recommendations, the 
Letter introduces a pre-filing stage 
when taxpayers could evaluate the 
cost effectiveness of conducting 
an APA. According to the Code the 
APA period cannot exceed three 
years and can be renewed for no 
more than two years. Breaching 
the APA’s provisions entails a 
penalty of RUR 1,500,000.7

By mid-2013 the Russian tax 
authorities had concluded 
three APAs with large Russian 
companies from the energy sector 
(Rosneft, Gazprom and Lukoil) 
and one with the largest Russian 

airline company, Aeroflot. In 
addition to that, up to 70 more 
companies have applied for APAs 
and are in negotiations with the 
Russian tax authorities (pre-filing 
and filing stages).

All four APAs with so far concluded 
have been unilateral. While 
there is a possibility to conclude 
bilateral APAs, we anticipate that 
it will take some time them to be 
implemented in practice.

Practical hints 
and recommendations
As outlined above, Russian 
taxpayers should prepare TP 

Russian taxpayers should 
prepare TP documentation 
and submit TP notifications 
for controllable 
transactions

Russia’s new rules: Overview and practical aspects

6 Federal Tax Service Letter OA-4-13/85 of 12 January 2012, ‘‘On Concluding Advanced Pricing Agreements for Tax Purposes’’. 
7 Approx. US$45,500.
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documentation and submit TP 
notifications for controllable 
transactions. When considering 
the potential impact of TP rules on 
their business activities (including 
the obligation to prepare the 
appropriate documentation) 
companies should perform 
the inventory of transactions 
and the functional analysis, 
analyse the pricing methodology 
applied, consider changing 
it (if necessary) and, finally, 
prepare TP documentation for 
controlled transactions.

There are some peculiarities 
specific only to Russian TP 
requirements, the most significant 
of those include: 

•  True-up/true-down 
adjustments: The mechanism 
for TP adjustments is not 
provided by the Code, therefore 
taxpayers should constantly 
monitor the profitability. Only 
upward adjustments (available 

through bonuses or credit-notes) 
are allowed at the year-end. 
Moreover, certain risks may exist 
due to non-refundable extra 
customs duties and uncertain tax 
and foreign currency treatment.

• Treatment of IP: Unlike OECD 
countries, certain intangible 
assets (such as a customer list) 
are not recognised as IP objects 
under the Russian Civil Code. 
Therefore, the TP methodology 
related to these intangible assets 
and applied under the OECD 
principles requires tailoring for 
Russian TP purposes.

• Cost allocation: The Code 
does not formally recognise 
cost allocation arrangements 
which can be viewed as a cost 
recharge, rather than provision 
of the service. Therefore 
such arrangements, without 
proper support evidencing the 
services provided, are likely to 
be challenged by the Russian 
tax authorities.

•  Obligatory selection criteria 
for comparability analysis: 
Russian tax authorities 
have expressed their strong 
preference for local comparables. 
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There are some 
peculiarities 
specific only 
to Russian TP 
requirements
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In addition to that, the rules 
specify certain obligatory criteria 
which should be used when 
performing a benchmarking 
study (e.g. independence and 
net assets screening, necessity to 
renew the benchmarking study 
on a yearly basis, etc.).

As preparation of TP 
documentation and alignment of 
the existing policies to the new 
TP requirements proves to be 
a time consuming process, it is 
recommended that taxpayers begin 
the process well in advance.

From our experience, good quality 
documentation would be the best 
defence in case of any challenges 
from the local tax authorities. The 
more details taxpayers provide 
to justify their approach to the 
aggregation of transactions and 
TP methodology, the less tax risk 
would exist. It is expected that the 
Russian tax authorities will most 
likely focus on large taxpayers with 
significant intercompany flows 

and taxpayers who fail to submit 
properly completed notifications on 
controllable transactions during the 
first year of TP audits. 

Based on the economic analysis 
of actual financial results, 
taxpayers may need to think 
about restructuring their 
operations and streamlining 
intercompany transactions for 
future periods. Therefore, tailoring 
TP documentation and revising 
TP policy for Russia should be 
considered as a priority for the 
next couple of years to ensure 
compliance with Russian TP rules 
from the outset.

Conclusion
In order to comply with the new TP 
rules, companies doing business 
in Russia (both Russian-based 
companies and MNEs with a 
presence in Russia) are required 
to analyse and tailor their existing 
TP policies taking into account the 
provisions of the Russian rules, 
tax authorities’ clarifications and 
existing administrative court 
practices. Although the Russian TP 
rules are broadly consistent with 
OECD Guidelines, there are certain 
significant differences which make 
it difficult for multinational groups 
to tailor their TP documentation 
(e.g. requirement for local 
comparables, yearly renewal of 
benchmarking study, absence 
of true-down adjustments, etc.). 
Russian taxpayers who are deeply 
involved in preparation of local 
TP documentation have already 
experienced the significant work 
load associated with it, which 
resulted in reconsideration of 
the 2012 filing dead- lines by the 
Russian Ministry of Finance.
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rules are broadly consistent 
with OECD Guidelines, 
there are certain significant 
differences which make it 
difficult for multinational 
groups to tailor their TP 
documentation
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