December, 2020

Update on
Coronavirus in Russia
1. Business support
Currently, the business is facing serious difficulties due to
restrictions caused by the COVID-19 pandemic. A number
of supporting measures for businesses affected by the
consequences of the coronavirus pandemic are planned
to be extended until 2021.
From January 1, 2021, the Government of the Russian
Federation plans to reduce the interest rate on loans to
SMEs from 8.5% to 7%. Subsidies for excisable goods will
also be extended in 2021. On November 10, 2020, the
Minister of Economic Development of the Russian
Federation Maxim Reshetnikov announced that the
moratorium on inspections for small businesses would be
extended. As a reminder, the monitoring conducted by the
Government earlier showed that 75% of small business
representatives confirmed the effectiveness of the
implementation of the moratorium. The Government also
ordered to reduce the period for granting licenses from
45 to 15 days1 .
On June 23, 2020, Vladimir
Putin addressed nation,
summing up coronavirus
prevention efforts and
touching upon the
economy. The President of
the Russian Federation
announced a number of
measures to support
citizens and the business
activity. Below we will
outline the key provisions
and changes that came into
force after this presidential
address:
1. Business support;
2. Labor activity;
3. Taxation;
4. Banking system.

In order to prevent COVID-19, the Russian Government
provides subsidies to businesses for disinfection and
sanitation of commercial areas. In accordance with the
Decree of the Government of the Russian Federation of
02.07.2020 No. 976, SMEs, hotels, tourist facilities,
educational institutions and enterprises providing social
services are eligible for receiving subsidies.
2. Labor activity
Vladimir Putin signed the federal law of 08.12.2020
No. 368-FL "On Amendments to the Labor Code of the
Russian Federation" (hereinafter referred to as Remote
Activity Law). From January, 01, 2021. Remote Activity
Law introduces requirements for the procedure for
interaction between the employer and the employee in a
remote form.
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Remote Activity Law contains the following
provisions:

The fixed tax rate applies to all taxpayer
CFCs. If you choose this option, you must
apply the fixed tax regime for at least three
years.

1) transfer to the remote form does not lead
to a decrease in wages and the number
of vacation days;
2) the employee is obliged to interact with
the employer remotely only during
working hours;

4. Banking system
In order to maintain the stability of the
banking system, the Central Bank of the
Russian Federation (hereinafter referred to
as the Bank of Russia) established a
number of regulatory measures.

3) for the dismissal of an employee on a
remote form, it is enough that he or she
does not get in touch with the employer
within two working days without a valid
reason.

First of all, the Bank of Russia obliged
insurance companies to return part of the
insurance premium to the carrier3.

3. Taxation

It is important to take into account that the
Bank of Russia obliged banks to
automatically restructure loans to individuals
in the presence of an application for the date
from October 1 to December 31, 20204.
Also, the Bank of Russia has banned the
foreclosure of real estate in case of
significant decrease in the borrower's
income.

Previously, the Russian Government
provided tax holidays for individual
entrepreneurs and organizations most
affected by the COVID-19 pandemic.
The list of relevant sectors of the economy
was established by the Government of
Russia and, in particular, includes air
transportation, retail, hotel business, and the
media. This exemption, which applies to
most taxes (CIT, property taxes, transport
tax, excise taxes, water tax, severance tax
and PIT), insurance premiums and special
tax regimes, exempts taxpayers from taxes
and advance payments during the Q2 2020.
Currently, the Russian government plans to
postpone the tax payment deadlines for
subsequent quarters2.
In order to prevent the erosion of the tax
base and the shifting of profit from Russia,
Vladimir Putin signed the federal law of
09.11.2020 No. 368-FL "On Amendments to
Parts One and Two of the Tax Code of the
Russian Federation." According to the
provisions of the law, from December 9,
2020, taxpayers have the opportunity to fulfill
their tax liability by paying 5 million rubles
per year in the presence of a controlled
foreign corporation (hereinafter referred to
as CFC).
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It should be noted that the Bank of Russia
introduced regulatory exemptions in relation
to money transfer operators and payment
system operators. In the event of failure to
provide reports, failure to respond to the
request, the regulator and a number of other
minor violations, the Bank of Russia will not
apply sanctions in relation to transactions
with a foreign entity5.
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