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Russia’s Draft Country-by-Country Reporting and Financial
Disclosure Legislation

The author analyzes the implications for multinational enterprises of Russia’s draft

country-by-country reporting legislation and concludes that in the early years of implemen-

tation companies should have ample time to transition to the new disclosure requirements.

BY VLADIMIR STARKOV

The worldwide rollout of country-specific legislation
implementing the OECD Action 13 guidance on trans-
fer pricing documentation and country-by-country re-
porting continues with Russia introducing its own do-
mestic legislation to address this matter.

Draft legislation #231414-7 is available in Russian on
the website of the Russian Parliament (Duma) at http://
asozd2.duma.gov.ru/main.nsf/
%28SpravkaNew%29?OpenAgent&RN=231414-7&02.

On July 20, 2017, the Russian Parliament began con-
sidering the draft legislation that includes provisions on
country-by-country reporting, automatic exchange of fi-
nancial information with competent authorities, and
joint audits with foreign tax authorities.

Subsequently a parliamentary Budget and Tax Com-
mittee has reviewed the legislation twice and recom-
mended certain revisions, mostly to align the draft leg-
islation with the Russian tax code as many of the terms
used in the draft legislation have never been defined in
the Russian tax code before.

The draft legislation is slated for a first vote in Par-
liament on Sept. 20. As draft legislation requires three
votes by Parliament, there may be further revisions. It
is expected, however, that the final legislation will be
approved by the end of the year and will become effec-
tive in 2018.

The current draft legislation is a step forward from
the draft available for public comments a year ago,
which was never introduced into the Parliament, be-
cause the current draft eases the compliance burden for
both foreign-based and Russian multinationals by re-
moving several requirements from the previous draft.

The current draft aligns the Russian legislation with
the guidance described in Chapter V of the OECD trans-
fer pricing guidelines issued in July, 2017. At the same
time, the current draft retains some idiosyncratic fea-
tures such as the notification requirements and the re-
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quirement for documentation to be prepared in the Rus-
sian language.

Multilateral Competent Authority Agreements
Russian country-by-country reporting requirements

are promulgated as a result of countries joining The
Convention on Mutual Administrative Assistance in Tax
Matters, as amended by the 2010 Protocol. Russia ad-
opted the convention on July 1, 2015, This convention
requires competent authorities of the signing parties to
mutually agree on the scope of the automatic exchange
of information and the procedure for such an exchange.

To implement this requirement, two competent au-
thority agreements have been developed, namely the
Multilateral Competent Authority Agreement on Auto-
matic Exchange of Financial Account Information re-
lated to the automatic exchange of financial account in-
formation, and the Multilateral Competent Authority
Agreement on the Exchange of Country-by-Country Re-
ports, for the automatic exchange of the reports. Russia
signed the first competent authority agreement in May
2016 and the second agreement in January 2017.

The current Russian draft legislation is positioned as
an implementation package for both competent author-
ity agreements, and, for this reason, the legislation ad-
dresses a rather broad swath of reporting issues. A de-
tailed analysis of the legislation is provided below.

Country-by-Country Reporting Requirements

Filing Threshold

The requirement to file the country-by-country re-
port in Russia extends to multinational groups with
consolidated revenues greater than 50 billion rubles
(US$770 million) for the annual reporting period.

Alternatively, the compliance threshold can be set by
reference to the compliance threshold adopted by the
domicile country of the group’s parent.

Multinational groups whose consolidated revenues
do not exceed the above thresholds for the preceding
reporting period will be exempt from filing the country-
by-country report and from providing the master file in
Russia.

However, the requirement to file the Russian local
file will continue to apply to all controlled transactions
conducted by the Russian taxpayers.

For Russian taxpayers that are subject to the
country-by-country requirements, the rules for prepar-
ing the Russian local documentation are amended with
additional disclosures to align the content of the docu-
mentation with the guidance for the local file content
described in Annex II to Chapter V of the OECD Action
13 base erosion and profit shifting final report.

Notification

All Russian taxpayers that are members of multina-
tional groups will have an obligation to notify the Rus-
sian tax authorities.

The ‘‘multinational group’’ is defined rather broadly
to include groups of entities under common control that
prepare consolidated financial reporting, although such
controlled groups may, or may not, form separate legal
entities. Examples of the latter are investment funds
and partnerships, trusts.

Further, these controlled groups have to include at
least one member with tax obligations in Russia—by
virtue of operating a legal entity or a permanent estab-
lishment in the country—and one member with tax ob-
ligations outside of Russia.

The definition of a ‘‘member’’ of the multinational
group is equally broad and covers Russian legal enti-
ties, permanent establishments in Russia, and entities
whose financial information is not included in consoli-
dated financial reporting of the group due to their small
size or low significance.

The notification about the multinational group will
have to contain registration information about every
member of the group and include detailed information
about the ultimate parent entity of the group and the
‘‘reporting entity.’’ For example, the jurisdiction of in-
corporation, corporate identification number, address,
and tax identification information, the basis for desig-
nating the group’s ‘‘reporting entity,’’ and the date for
which the annual consolidated financial report of the
group has been prepared or should have been prepared.

A notification will have to be submitted no later than
eight months after the end of the parent company’s fis-
cal year.

Reporting Requirements

The Russian legislation requires taxpayers to pre-
pare and file a country-by-country report, a master file,
and a local file.

The requirements for the content of these documents
closely mirror those described in Chapter V of the
OECD transfer pricing guidelines issued in July of 2017.

Also, the disclosures to be provided in these docu-
ments are limited to the information that does not con-
stitute a breach of national security as defined in the
Russian legislation.

The requirement to provide the country-by-country
report applies regardless of whether or not the group of
related parties has prepared a consolidated financial re-
port for the reporting period.

Filing

The master file and the local file have to be filed in
the Russian language, although copies of these docu-
ments in a foreign language can be attached as well.

If the group’s parent company is not a Russian tax
resident, the country-by-country report is exempt from
the Russian language requirement.

If either the parent entity of the group, or the desig-
nated ‘‘reporting entity’’ is categorized as a Russian tax-
payer, such entity has to fulfill the Russian reporting
obligations.

2

To request permission to reuse or share this document, please contact permissions@bna.com. In your request, be sure to include the following in-
formation: (1) your name, company, mailing address, e-mail and telephone number; (2) name of the document and/or a link to the document PDF;
(3) reason for request (what you want to do with the document); and (4) the approximate number of copies to be made or URL address (if posting to
a website).



Russian affiliates of multinational enterprises will be
exempt from the country-by-country reporting require-
ment when the country-by-country report was provided
to the Russian tax authorities directly by the parent
company, or the ‘‘reporting entity,’’ unless either is a
tax resident of a country, or territory, that:

s has adopted country-by-country reporting legisla-
tion whose requirements are analogous to those in the
Russian legislation;

s participates in an automatic exchange of tax infor-
mation;

s is not on a list of jurisdictions complied by the
Russian tax authorities that systematically obstruct the
automatic exchange of tax information;

s has been notified by the multinational enterprise’s
parent company, or the ‘‘reporting entity,’’ about the as-
sumption of reporting duties by this entity if the notifi-
cation requirement is included in the law of the respec-
tive country or territory.

The Russian fiscal authorities can request the
country-by-country report directly from the foreign par-
ent, or the ‘‘reporting entity’’ of an multinational enter-
prises, if the competent authority of the country where
such entity is domiciled notify the Russian tax authori-
ties about the failure of the multinational enterprise to
provide the country-by-country report to them or the
competent authority stops the tax information ex-
change with Russia.

In these cases, the time line for compliance with the
reporting request will be a minimum of three months.

Deadlines

The country-by-country report can be submitted to
the Russian tax authorities by either the parent com-
pany or by a ‘‘reporting entity’’ within 12 months of the
end of the financial reporting period.

The master file needs to be provided upon request
within three-months from the date of such request. The
master file for a given financial period can be requested
no sooner than 12 months, and no later than 36 months,
from the end of the respective period.

Russia will cooperate with its treaty partners in re-
questing master files from Russian taxpayers on behalf
of the treaty partners.

The filing requirements for the local file are gov-
erned by the exiting statute which stipulates that the lo-
cal file has to be provided within 30 days from the date
requested by the tax authorities, and that the earliest
date such a request can be made is June 1 of the year
that follows the end of the reporting period.

The Russian country-by-country reporting law will
be effective for the fiscal years starting on or after Jan.
1, 2018. The Russian tax administration will also accept
voluntary filings of notifications and country-by-
country reports filed by taxpayers for fiscal years that
started before Jan. 1, 2018.

Penalties

The law introduces penalties for Russian taxpayers
that will apply: in case of a failure to properly notify the
Russian tax authorities about the taxpayer’s status as a
member of a multinational group; and for the failure to
properly prepare and submit the country-by-country
documentation—the country-by-country report, the
master file, and the local file.

In the first case there is a penalty is 50,000 rubles
(US$850), while in the second case the latter penalty is
100,000 rubles (US$1,700). The law, however, provides
relief from these penalties for the notifications and re-
ports related to fiscal years 2018-2020—except for the
requirement to prepare the local file.

Additionally, no penalties will be applied if amend-
ments to such documents as the notification of tax au-
thorities, the country-by-country report, the master file,
and the local file are voluntarily made by the taxpayers
before the Russian tax authorities send their own noti-
fication about the erroneous information to such tax-
payers.

Financial Information Exchange
The requirements for the exchange of financial infor-

mation that are part of this law are intended to facilitate
implementation of the Multilateral Competent Author-
ity Agreement on Automatic Exchange of Financial Ac-
count Information in Russia.

In general terms, the law requires financial institu-
tions in Russia to gather information about the tax resi-
dency of their clients and to provide the Russian tax ad-
ministration with a summary of financial operations of
these clients on an annual basis. In cases when the cli-
ents are legal entities, the obligations of financial insti-
tutions to establish the tax residency extends to benefi-
ciaries of those clients’ operations.

These reporting requirements relate to a broad set of
financial institutions including credit institutions, insur-
ers holding voluntary life insurance contracts, brokers,
asset managers, trust fund managers, pension funds, in-
vestment funds, clearing organizations, and managing
partners of investment partnerships. The information to
be collected generally conforms to the requirements of
the Common Reporting Standard for automatic ex-
change of financial information in tax matters devel-
oped by OECD, which covers virtually all types of finan-
cial transactions.

The financial information reported by the Russian fi-
nancial institution to the Russian tax authorities will, in
turn, be shared with competent authorities of other
countries that joined the multilateral competent author-
ity agreement.

Provisions related to the duty of financial organiza-
tions to establish the tax jurisdiction of their clients—
and the ultimate beneficiaries of those clients’
operations—will be effective for contracts with all cli-
ents of such financial organizations, including those
that were originated before Jan. 1, 2018.

A failure by a financial institution to provide infor-
mation on tax residency and financial operations of its
clients, or for wrongful provision of such information,
carries a penalty of 500,000 rubles (US$8,500). A pen-
alty for failure by a financial institution to undertake ac-
tions for obtaining information on tax residency of its
clients is set at 300,000 rubles.

Joint Tax Monitoring and Joint Tax Audits
The Russian legislation allows for joint monitoring

and joint tax audits of Russian taxpayers by the foreign
and Russian tax administrations in cases when interna-
tional tax treaties signed by Russia allow for this and
when the Russian tax authorities have agreed to such
joint actions.

This provision is new to the Russian tax code.
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Conclusion
Russia is the latest country to incorporate the lan-

guage of the multilateral instruments on exchange of fi-
nancial account information and country-by-country re-
ports into its domestic legislation.

Although the draft Russian legislation has certain
specific features such as the notification of tax authori-

ties, and the requirement for documentation to be pre-
pared in Russian language, its relatively late implemen-
tation time lines, general alignment with the OECD
guidance, and lack of penalties in the early years of
implementation should allow taxpayers an ample time
to transition to the new disclosure requirements.
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