
Tax Alert COVID-19

On March 25, 2020, President of the Russian Federation Vladimir Putin 

made a special address due to the difficult epidemiological situation 

caused by the rapid extension of coronavirus infection (COVID-19). As 

part of the address, the President announced a list of measures and 

proposals aimed at tax support for business, as well as tightening 

taxation.
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1. Providing assistance to small and medium-sized businesses

On March 27, 2020 the Ministry of Economic Development of Russia submitted on for approval 

22 sectors that will be the first to receive state support (air transportation, auto transportation, 

culture, etc.).1 The following support measures will be applied to SMEs (small and medium 

entrepreneurship) operating in those sectors:

• deferment for all taxes for 6 months (excluding VAT)

• rate decrease of insurance payments from 30% to 15% if salaries are higher than minimum 

monthly wage

• delay for loan-payments for 6 months

• suspension of enforcement measures by tax authorities until May 1.

In addition, on March 27, 2020, the Central Bank approved additional measures to support 

citizens, the economy and the financial sector, and measures to support lending to SMEs.2

1https://www.economy.gov.ru/material/news/ekonomika_bez_virusa/pravitelstvo_opredelilo_22_otrasli_kotorye_pervymi_poluc

hat_gospodderzhku.html

2. Personal income tax

It was decided to charge PIT in the amount of 13% for interest income from bank deposits or its 

investments in debt securities if their volume exceeds 1 million rubles (approx. 11,6 kEUR). The 

tax base will not include income in the form of interest earned on deposits (account balances) in 

Russian currency with banks located in the Russian Federation, if the interest rate does not 

exceed 1% per annum throughout the tax period, as well as on escrow accounts. Interest tax 

will be withheld by banks as a tax agent, and citizens will not need to fill in a declaration.

It should be noted that this measure is introduced only for the tax base, which will arise in 2021, 

so the issues of payments as such can begin only in 2022.

These measures were reflected in the bill № 862653-7, which the State Duma passed in 

the 3rd reading on March 31, 2020.

2 https://www.cbr.ru/press/pr/?file=27032020_152031dkp2020-03-27T15_20_11.htm
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3. International taxation

Currently, the withholding tax rate on dividends is 15%, but currently the majority of double tax 

treaties (DTTs) generally allow for a reduction to 5-10%. Interest payments are often exempt 

from withholding tax.

As part of his address, the President of the Russian Federation proposed to tax interest and 

dividend payments in favor of foreign recipients with "adequate taxation". In particular, dividends 

and interest paid in favor of foreign recipients will be taxed at the rate of 15%. According to the 

Ministry of Finance of the Russian Federation, these changes will not affect interest income paid 

on eurobonds, bonded loans of Russian companies and loans provided by foreign banks.

It is planned that these changes will come into force from January 1, 2021 and will not affect the 

income paid from the Russian Federation in 2020. In addition, at the moment it is not clear 

which DTTs will be affected by these statements (the Ministry of Finance assures that these will 

only be "transit" jurisdictions, such as Cyprus). It should be noted that on April 1, 2020 the 

Ministry of Finance sent the first letter to the Government of Cyprus with a proposal to change 

the following provisions of DTT - to tax dividends and interest at the rate of 15%. At the same 

time, in case of refusal, Russian Federation reserves the right to withdraw from this DTT.


