
The new tax agent’s obligations of 
the Russian legal entities acquiring 
goods, works and services from the 
foreign companies’ subdivisions

Starting from the 1st of October, the Russian legal entities will be considered as the value 

added tax (hereinafter - VAT) agent in the transactions of acquiring goods, works or services 

from the foreign companies’ subdivisions in Russia, if the VAT-able transactions are not 

related to this subdivision.1

According to the current version of the Russian Tax Code (hereinafter - RTC), the 

obligations of a VAT agent for the Russian entity in the abovementioned transactions arise 

only in that cases, when a foreign legal entity is not registered in the Russian Tax Authorities 

(hereinafter - RTA). 

1 Federal Law of July 2, 2021 N 305-FZ "On Amendments to Parts One and Two of the Tax Code of the Russian Federation and 

Certain Legislative Acts of the Russian Federation"

2 Letters of the Ministry of Finance of Russia No. 03-07-08 / 20 224 dated March 26, 2019 and No. 03-07-08 / 51 296 dated July 

11, 2019.

Russian buyers currently do not withhold and pay VAT in the 

situations, when the foreign counterparty is registered in the 

RTA, even in cases when the “substance” of the foreign 

company in Russia is technical in its nature and is not 

related to the ongoing business transactions.2 Thereby, 

foreign legal entities registered in the RTA pay VAT 

themselves.

This approach was supported by the RTA and courts, 

however, it caused some practical difficulties in the terms of 

calculating and paying VAT by foreign companies. It should 

be noted, that in case of foreign legal entity failed to pay 

VAT, the procedure of collecting the VAT debt was 

complicated.

According to new rules, starting from the 1st of October, a 

foreign company’s subdivision will have an obligation to 

calculate and pay VAT directly only in the cases, when it is 

registered in the RTA for the purposes of selling goods 

(works, services) to the Russian entities. In other situations, 

the Russian purchaser should be considered as a VAT 

agent.

Below you can find the detailed description of the new tax agent’s obligations of the Russian 

legal entities acquiring goods, works and services from the foreign companies’ subdivision, 

starting from the 1st of October. We hope that this material will be useful for all foreign legal 

entities doing business in Russia, as well as, for Russian entities dealing with foreign companies.



Current rules 

Selling goods, works and services within the territory of the Russian Federation, as well as the 

transfer of property rights, is VAT-able in Russia (p. 1, art. 146 of RTC). According to p. 1 of art. 

143 and art. 11 of the RTC, foreign legal entities registered in the RTA are considered as VAT 

payers in Russia.

Based on p. 1 and p.2, art. 161 of the RTC, the obligations of a VAT agent for the Russian entity 

in the abovementioned transactions arise only in that cases, when a foreign legal entity is not 

registered in the RTA. 

Russian buyers currently do not withhold and pay VAT in the situations, when the foreign 

counterparty is registered in the RTA, even in cases when the “substance” of the foreign 

company in Russia is technical in its nature and is not related to the ongoing business 

transactions.

Thus, foreign legal entities registered in the RTA are obliged to calculate and pay VAT on the 

sale of goods (works, services) themselves, if the place of sale is Russia.

New requirements 

Starting from the 1st of October, the Russian legal entities will be considered as the VAT agents 

in the transactions of acquiring goods, works or services from foreign companies, including the 

cases, when a foreign company’s subdivision is registered for the tax purposes in Russia on the 

following basis:

‣ ownership of immovable or movable property in Russia or opening a bank account;

‣ the presence of a subdivision of a foreign legal entity, which is registered in the RTA (if the 

VAT-able transactions are not related to this subdivision).

Thereby, a foreign company’s subdivision will have an obligation to calculate and pay VAT 

directly only in cases, when it is registered in the RTA for the purposes of selling goods (works, 

services) to the Russian entities. In other situations, the Russian purchaser should be 

considered as a VAT agent.

Tax agent’s responsibilities

The obligation of a tax agent is the correct calculation, withholding and duly payment of the VAT 

to the Russian budget (art. 24 of the RTC). The failure to fulfill the tax agent’s obligations leads 

to the liabilities in accordance with the Russian tax legislation. 

The company (or employees) could hold not only the tax and the administrative, but also the 

criminal liabilities (art. 123 of the RTC, art. 15.11 of the Administrative Code of the Russian 

Federation, art. 199.1 of the Criminal Code of the Russian Federation).

According to the art. 122 of the RTC, failure to pay or underpayment of tax (including VAT), as a 

result of understating the tax base or other incorrect calculation of tax by the tax agents entails 

to fine in the amount up to 40% of the unpaid tax. The company could be also charged penalties 

for missing the terms of the tax payment (art. 75 RTC).

Thus, in order to be in line with the new Russian Tax Code’s requirements and to pay the VAT 

correctly, we recommend to take into account these new rules.


