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Legal Alert

Improvements to the
Capital Amnesty
Mechanism

EY’s Russian Tax & Law practice
was named a leading Tax firm
in Russia in “World Tax 2015,”
an annual guide published by
the International Tax Review.

On 25 March 2016 the anticipated amendments to Federal Law No. 140FZ of 8 June 2015 “Concerning the Voluntary Declaration by Physical
Persons of Assets and Bank Accounts (Deposits) and Concerning the
Introduction of Amendments to Certain Legislative Acts of the Russian
Federation” (“the Amnesty Law”) were passed by the State Duma in
both the second and third readings and submitted to the Federation
Council.

Why the Hurry?
The capital amnesty announced in 2015 did not produce the desired
effect. According to the Federal Tax Service, a little over 300
declarations were submitted from the date on which the campaign began
up to the end of 2015. One of the causes of this low response was the
existence of grey areas in the Amnesty Law, which we highlighted in a
Legal Alert dated 22 January 2016.
At the end of 2015 the deadline for submitting a declaration was
extended to 30 June 2016, but the mechanism itself remained
unchanged.
With little more than three months to go before the campaign was due to
end, the Government decided to insert amendments to the Amnesty Law
in an unrelated bill (concerning amendments to Articles 24 and 40.1 of
the Federal Law “Concerning Banks and Banking Activities”), which had
already been passed by the State Duma in the first reading. On 25
March 2016 the bill was passed in the second and third readings and
submitted to the Federation Council.

What Will Change?

What Will Not Change?

The most important change is that guarantees
of the non-imposition of administrative
sanctions are extended to include currency
offences right up to the date of submission of a
special declaration. In other words, unlawful
currency operations, such as the crediting of
proceeds from the sale of securities to foreign
bank accounts, which occurred in 2015 or early
2016 may be exempted from a fine of 75%-100%
of the transaction amount.

A number of contentious issues, however, have
not been reflected in the draft. In particular, it
does not provide for:

In addition, the guarantees now definitely apply
to property belonging to controlled foreign
companies rather than only to the taxpayer
itself. It is no secret that many controlled
foreign companies (CFCs) were created by
individuals for the sole purpose of owing foreign
real estate.
Detail is added to the definition is given of what
constitutes use of property in the form of shares
and participating interests in Russian and
foreign companies and CFCs in relation to which
a declarant is a shareholder, participant or
controlling person. Use includes, for instance,
operations involving the acquisition and disposal
of assets of the companies concerned.
The amendments also eliminate the requirement
to repatriate property situated in a state
(territory) which is on the FATF list or does not
exchange tax information with the Russian
Federation, which has raised a great many
questions.
The new provisions will enter into force from the
date of publication of the law, but will apply to
persons who have already submitted a special
declaration.
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the inclusion of intangible assets and debt
obligations in the list of items to be
declared;

money held in accounts with foreign banks
to be declared as well as the accounts
themselves;

the declaration of property which is no
longer in the declarant’s possession
(having been sold, gifted, etc.);

clarification of the term “nominal holder”.
There is also continued uncertainty over
whether the guarantees cover tax offences and
crimes associated with the non-payment of tax
for 2014.


Is it Worth Using the Amnesty?
It is certainly important to take a considered
approach to deciding whether participation in
the amnesty campaign makes sense, based on a
thorough analysis of whether the information
covered is sufficient. For a number of
individuals the improved amnesty mechanism
may be an effective way of resolving issues in
terms of historical risks.
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