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Introduction
The Far Eastern Federal District (FEFD) in 2016 was ranked
6th in terms of the volume of tax revenues collected in
the Russian Federation. Total tax revenues at all levels
of government were about 657 billion roubles, or 4.6%
of the total tax revenue of the Russian Federation. About
half of the tax collected in the FEFD (48%) comes from
mineral extraction activities.Today, due to the region’s
attractive investment policies and the support it provides
to investors, the Far East attracts a significant amount
of Russia’s inward investment, ranking second among
Russia’s districts in terms of the speed of growth in
investment from abroad.
KPMG analysis shows that investors in the region are
attracted primarily by two factors: (1) the region’s natural
market potential, and (2) the support provided by the
authorities, helping investors successfully run their
businesses. This combination underlines the extremely
important role of the state in creating favourable
investment conditions and a welcoming business climate.

FPV (the Free Port of Vladivostok) residents, there is a
notification procedure for obtaining tax benefits which
simplifies their administration.
To date, more than 400 investors have become ASEZ or
FPV residents, implementing projects in priority sectors
for the Far East, such as agriculture and fisheries, mining,
transportation and industrial production.
The state support measures that have been so
important for the region are aimed at developing
FEFD infrastructure. In 2015, a new mechanism that
compensates investors (in the form of subsidies from the
Federal budget) for some of the infrastructure expenses
they incur when executing ongoing projects, came into
effect. To date, 14 priority projects have been selected,
five of which are in the active phase of construction.

The Far Eastern Federal District is a region where
extensive state support is provided to investors. These
measures are designed to develop priority sectors in
the region, and since 2014, many key measures creating
special conditions and tax regimes for businesses in the
Far East have been adopted:

An additional incentive aimed at developing the region’s
industrial potential was the adoption of amendments to
Federal law No.166-FZ «On fisheries and the conservation
of aquatic biological resources” in 2016 , enabling
investors to obtain quotas for catching aquatic biological
resources in exchange for investment commitments to
construct new fishing vessels at Russian shipyards, and
to establish new fish processing plants on the Russian
coast.

—— in 2014: Federal Law No.473-FZ «On Advanced
Special Economic Zones in the Russian Federation»;

Investors also have the ability to get project financing
from the Far East Development Fund at 5% per annum.

—— in 2015: Federal Law No.219-FZ «On the Free Port of
Vladivostok”, which had its “Porto-Franco” status
extended in 2016 covering 4 key harbours located in
the Khabarovsk and Kamchatka territories, Sakhalin
region, and the Chukotka Autonomous Area;
—— in 2016, previously created special mechanisms
for industrial enterprises came into force. These
assist industrial enterprises that are working to
achieve import substitution for industrial products
by providing special investment contracts and
by supporting enterprises engaged in transport,
engineering and energy infrastructure projects
through regional investment initiatives.
The tax and legal mechanisms created allow businesses
to operate at a profit with a minimal tax burden for
the lifetime of the project, and also for the following
5-10 years (depending on mechanism). This allows for
implementation times to dramatically fall, reducing the
payback period and increasing profitability. In addition,
for ASEZ (Advanced Special Economic Zones) and
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It should be noted that the list of measures supporting
investors continues to expand. Currently there are
discussions regarding the possibility of granting tax
exemptions of the same size as amounts invested in
infrastructure.
We are certain that the business environment created in
the wider region will allow for projects to be implemented
that have the maximum chance for success, and for the
economic potential of the Far East to be fulfilled.
We hope that the information provided in this brochure
will be interesting and useful to you and your business.

The information is presented as of September 2017. This brochure is not
intended to act as advice on tax or legal matters in relation to any specific
person or situation. Readers are strongly recommended to seek professional
assistance from advisors with experience in Russia for commercial projects.
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Brief overview of the business environment
in the Far East and Russia
By reviewing and simplifying administrative procedures, and by reducing
burdens on business, Russia has risen 11 points to be ranked 40st1 in terms
of ease of doing business in the World Bank’s Doing Business 2017 annual
report, compared to the previous year2.
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Source: http://russian.doingbusiness.org/reports/global-reports/doing-business-2017
Source: http://russian.doingbusiness.org/reports/global-reports/doing-business-2016

The Far East is a region where extensive measures in support of investors
are provided, aimed at:
—— creating special incentives for business activity in the areas subject to the
FEFD, free from the burden of additional hidden obligations;
—— encouraging import substitution and industrial development of the region
and priority sectors of the economy;
—— creating all of the infrastructure necessary for the implementation of
projects.
Privileged regimes

ASEZ

FPV

RIP

SIC

Additional support measures

Biological resources
in exchange for
investment

Infrastructure
development at the
expense of budget
funds
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Project funding
at 5% per annum
(FEDF)
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Four laws have been adopted to create
mechanisms to attract investment to the Far
Eastern Federal District

——

Federal Law No 349-FZ dated 03.07.2016 “On
amendments to the Federal Law ‘On fisheries and the
conservation of aquatic biological resources and certain
other legislative acts of the Russian Federation to
improve the distribution of extraction quotas (catches)
of aquatic biological resources’”

5

Nine FEFD regions have implemented the regional
investment standard (RIS)
The regional authorities of the FEFD have already
implemented a range of measures aimed at increasing the
investment attractiveness of the district as a whole and each
of its regions. In particular, each authority has:

——

developed an investment strategy;

——

established institutions and mechanisms to support
Its investment activities;

——

Federal Law No 212-FZ dated 13.07.2015 “On the Free
Port of Vladivostok“

——

——

Federal Law No 473-FZ dated 29.12.2014, “On Priority
Social and Economic Development Areas in the Russian
Federation“

formed a regional regulatory framework that provides
established state support mechanisms and helps
implement investment projects;

——

developed effective mechanisms to protect investor
rights;

——

introduced support for investors based on a one-stopshop principle, providing investors with the necessary
services;

——

been supporting measures aimed at creating the
infrastructure necessary for projects to be implemented.

——

Federal Law No 267-FZ dated 30.09.2013 “On
amendments to parts one and two of the Tax Code of
the Russian Federation to encourage implementation of
regional investment projects in the Far Eastern Federal
District and certain other constituent entities of the
Russian Federation”

3 legislative initiatives are under discussion:

——

draft Federal law “On amendments to article 18 of
part one and part two of the Tax Code of the Russian
Federation in conjunction with the introduction of a
special tax regime for residents of the Free Port of
Vladivostok”.

——

draft Federal law “On amendments to article 284-4 of
the Tax Code of the Russian Federation”, extending the
validity of tax benefits that depend on the amount of
capital investment envisaged in an investment project.

——

draft Federal law “On amendments to part one and two
of the Tax Code of the Russian Federation”, involving
the introduction of a reduced income tax rate for
taxpayers engaged in the construction of infrastructure
facilities in the Far East.

© 2017 KPMG. All rights reserved.
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Free port of Vladivostok (FPV)
FPV - the territory of municipalies of Primorsky, Kamchatka and Khabarovsk
territories, Sakhalin region and the Chukotka Autonomous district in five major
harbors of the Far East, which enjoys special tax and customs preferences,
along with simplified administrative procedures. The FPV regime also aims to
facilitate construction projects and the renovation of port terminals; improve
transport, logistics and warehouse facilities, and encourage other investment
projects related to port activities.

311
Pevek

FPV preferences are available in a number of
areas:

Residents
(at 21.08.2017)

1. General tax incentives

0% — income tax during the first 5 years after the first

285

profit has been made; 12% for the following 5 years;

Created jobs
(at 15.09.2016)

Conditions: at least 90% of revenues must come

from the activities under the agreement to implement
activities in the FPV territories, and there must be separate
accounting

PetropavlovskKamchatsky
Vanino
Korsakov

320

bln RUB

0% — land tax for 5 years;
Investment amounts
stated in agreements
(at 30.07.2017)

Vladivostok

Source: JSC “KRDV”

Port areas under special customs, tax, investment
and related regulatory regimes (“free ports”).
The free port area includes port territories at
Vladivostok, Petropavlovsk-Kamchatsky, Vanino,
Korsakov and Pevek.

0% — property tax for 5 years; 0.5% for the following
5 years.

2. Benefits relating to payments to extrabudgetary funds

7.6% — reduced rates of insurance contributions for

10 years for residents having obtained the status within
3 years from the date of entry into force of the Law «On
the free port of Vladivostok».
3. Customs benefits
Free customs zone (duty-free and tax-free import and
re-export).
4. Reduced administrative burden

10 days — for the accelerated VAT refund procedure (a
FPV residents must be Russian legal entities, a
rule that includes those having foreign capital. To
become an FPV resident, an entity should meet certain
requirements:

guarantee contract with the management company should
be in place).

<15 days — reduced amount of time for planned

inspections (carried out in accordance with Russian law).

<40 days — reduced time for obtaining major
construction permits.

1. Territorial restrictions
Register within the territory of an FPV
2. Restrictions on activities
Project must be a new investment project or a new activity
for an entity already operational.
3. Financial limitations

5 million RUB — this is the minimum required

investment and must be made within 3 years from the date
when the investor (legal person) was added to the register
of FPV residents.

© 2017 KPMG. All rights reserved.

5. Simplified visa regime

Electronic visa — from August 2017, citizens of

18 countries who enter Russia through FPV checkpoints
can obtain an e-visa to stay in Russia for not more than
8 days from the date of its registration without visa fee,
provided they leave Russia through the FPV checkpoints.
There are no quotas for foreign workers.
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Advanced Special Economic Zones (ASEZs)
ASEZs are a new form of support mechanism allowing investors to
implement projects in priority areas of the Far East, such as agriculture
and fisheries, transport and industrial production, mining and tourism.
The use of measures aimed at developing the regions, simplifying
administrative procedures, and establishing clear tax mechanisms make
ASEZs in the Far East best practice in creating an attractive business
environment, confirmed by growing interest from investors.

18

AESZ
ASEZ «Beringovskiy»
ASEZ «Industrial park
«Kangalassy»

ASEZ «South
Yakutia»
ASEZ «Belogorsk»
ASEZ «Priamurskaya»

Never

6
158

ASEZ «Komsomolsk»

16 ASEZs created.
2 ASEZs being
created
Basic specialisations in
priority sectors

Residents
(up to 15.09.2017)

ASEZ «Kamchatka»

ASEZ «Nikolaevsk»

7

Working
projects

ASEZ «Khabarovsk»
ASEZ «Svobodniy»

Khabarovsk

ASEZ «Uzhnaya»
ASEZ «Gorniy Vozduh»
ASEZ «Neftehimicheskiy»
ASEZ «South Kurily»
Vladivostok

ASEZ «Amuro-Khingnskaya»
ASEZ «Mihailovskiy»

ASEZ «Nadezhdinskaya»
ASEZ «Bolshoi Kamen»

486
Bln RUB

Agreed investment
amounts
(up to 21.08.2017)

696

Jobs created
(at 30.09.16)
Source: http://www.erdc.ru

ASEZ residents are given the best conditions to develop, along with competitive
business environments. Thanks to the establishment of the “one-stop service“
system, management companies, and improvements made to the procedure for
obtaining permits, the indicators relating to administrative burdens, connections
to electricity and the ease of obtaining construction permits in the ASEZ of the
Far East are significantly lower when compared with other regions in the Russian
Federation and countries in the Asia-Pacific region.

© 2017 KPMG. All rights reserved.
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Comparing the comfort level of the business environment within ASEZs against comparables in Russia
and the leading countries of the Asia-Pacific region

1
2

Business environment measure / days

Russia1

South Korea1

China1

Singapore1

Japan1

ASEZ2

Starting a business

26

4

127

6

89

3

Dealing with construction permits

115

28

177

10

60

40

Registering property

9

6.5

42

19

49

3

Getting electricity

30

18

97

10

15

28

Source: http://russian.doingbusiness.org/reports/global-reports/doing-business-2016
Source: Ministry for Development of the Far East (https://www.minvostokrazvitia.ru/)

The administrative burden in a ASEZ

3 times
cheaper

<40
days

Property and land
lease for residents
in ASEZs, due to low
rents

Obtaining permits for
capital construction,
subject to there being
project documentation and
engineering surveys

45
days

Environmental
assessment

<15

For conducting
planned
inspections

days

——

Priority is given to connecting residents to infrastructure
in ASEZs

——

No quota for foreign workers

Procedure granting work permits to foreign citizens
in the Russian Federation

Preferences for
ASEZ residents

Quotas for issuing invitations to enter and work permits; all approved by the Government of the
Russian Federation

Not required

Obtaining permits to engage foreign workers

Not required

An individual work permit and work visa

Yes

Migration registration at the place of stay

Yes

Submission of notifications on the conclusion / termination of labour contracts, etc.

Yes

The priority for employment under equal conditions is given to citizens of the Russian Federation
The maximum number of foreign workers engaged should be agreed with the Supervisory Board

© 2017 KPMG. All rights reserved.
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The ASEZ tax regimes provide the longest tax holidays in Russia, allowing
businesses to operate with a minimal tax burden for the period of time
required for a project to become profitable and for the following 5-10
years. This significantly reduces the project’s implementation time and
payback period, increases its profitability, and the declarative procedure to
get VAT refunds makes it possible to significantly increase the turnover of
funds for capital-intensive projects.
ASEZ preferences are provided in a number of
areas
General tax incentives:
0-5% — income tax for the first 5 years after profit is first
made; 12-20% for the next 5 years
0% — property tax (this preferential tax rate and its term
are set by the regional authorities)
0% — land tax for 3 years (this preferential tax rate and its
term are determined for each ASEZ by local authorities)
Benefits on payments:
Conditions: at least 90% of revenues must come from
the activities under the agreement to implement activities
in the territory of ASEZ, and there must be separate
accounting
Benefits on payments to extra-budgetary funds
7.6% — reduced insurance contribution rate for 10 years
from the date this status is obtained
Notification procedure for obtaining tax benefits
Benefits can be claimed via tax returns; no approval or filing
of additional documents is needed
Accelerated VAT refunds
10 days — declarative procedure for VAT refunds
(a guarantee agreement with the management company
should be in place)
Customs benefits
Free customs zone (duty-free and tax-free import and
re-export)
Financial support
Funding the construction of ASEZ infrastructure out of state
budget funds
Industry tax incentives (for the mining industry)
0—0,8 — The deminisher for the MET, which
characterize the territory of mining (Dtm), during a period of
10 years

The requirements for investors to participate in
the ASEZ
Territorial requirements:
—— Must register in a priority development area (ASEZ)

——

No branch offices or separate subdivisions outside the
ASEZ

Requirements regarding the use of other preferential regimes
—— May not apply special tax regimes

——

Must not be resident of special economic zones of any
type or have RIP status

Financial requirements
500,000 RUB — The minimum amount of capital
investment

——

The sectoral tax burden in 2016, according
to the Federal tax service1:
Agriculture
Fishing
Chemical
production

3,5%
7,7%
3,5%

Metallurgy

4,3%

Woodworking
industry

2,2–4,3%
13,7%

Equipment and machinery production
Mining (except of energy)

<5
%

The average
tax burden on
businesses in
ASEZs in the first
5-7 years of project
implementation

11,9%

23.31
%

1
2

© 2017 KPMG. All rights reserved.

The average tax
burden on business in
Russia, according to
the Finance Ministry
(excluding the oil and
gas sector)2

Source: FTS of Russia
Source: Ministry of Finance
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Procedure for obtaining ASEZ resident
status
The procedure by which ASEZ resident status can be obtained is simple and
takes no longer than 2.5 months. ASEZ residents should be:
—— Russian legal entities, including those which have foreign capital
—— new or existing organisations that meet the basic requirements to be an

ASEZ resident

Document requirements

——
——
——
——

Application1 to obtain ASEZ resident status

Document processing period

——

15 working days to consider the application against
the criteria and assessment methods specified by
an Order of the Minvostokrazvitia1, and for decisionmaking.

——

10 working days to notify the applicant regarding the
outcome

——

22 working days to prepare and submit a draft
implementation agreement on activities to be
conducted in the ASEZ to the applicant.

——

3 working days to grant the status of resident and
to issue a ASEZ resident certificate from the date of
conclusion of the implementation agreement on the
activities in the ASEZ to be conducted, and to notify
the tax authorities on the inclusion of the applicant
in the ASEZ register.

Business plan

1

Copies of constituent documents
For foreign entity: authenticated translation into
Russian language of the documents on state registration
of legal entity/individual entrepreneur in accordance with
the legislation of the state concerned

The documents are provided to JSC
«Development Corporation for the Far East»

The total application processing period and the
assignment of resident status should take:
50 working days

The form of the agreement is set
by an Order of the Ministry of Development for the Far
East dated 27.02.2015, No.22 “On approval of the model
agreement form to apply to carry out activities in Priority
Social and Economic Development Areas”1.
The agreement on the performing of activities in the
ASEZ provides for the following important conditions:

——

information about the amount and timing of capital
investment by a resident must be given;

——

terms on proportion of the number of foreign
workers to be employed;

——

terms on the project documentation submission
period.

Order of the Minvostokrazvitia of Russia dated 02.04.2015 No 42 «On approval of the form of the application for conclusion of an agreement on carrying out
activities in Priority Social and Economic Development Areas, of the model form of the business plan, criteria and methods for the assessment of the application
and business plan»
1

© 2017 KPMG. All rights reserved.
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ASEZ industry specialisations
In response to pursuing a policy of accelerating development and improving
the investment attractiveness of the Far East, 13 ASEZs have been formed
within the wider region. The natural resource potential of the territory defined
their assigned industry specialisation:
—— 6 ASEZs assigned to industrial production and the transport and logistics
sector;
—— 3 ASEZs focused on agriculture;
—— 3 ASEZs aimed at tourism and recreation;
—— 4 ASEZs focused on the extraction of natural resources.
Republic of Sakha (Yakutia)

Chukotka Autonomous District

ASEZ «Industrial park
Kangalassy

1

4 thous.m³/h

8

1 MW

1

7 Gcal/h

ASEZ «Beringovskiy»

2

3

1

5

1

3

1

Kamchatka Territory

ASEZ «Kamchatka»
Magadan
Region
Republic of Sakha (Yakutia)

Amur Region

ASEZ «Belogorsk»

ASEZ «South
Yakutia»

2

480 thous.m³/h

2

1

360 thous.m³/h
3 Gcal/h

6

Khabarovsk Territory

ASEZ «Nikolaevsk»

4

1.1 thous.m³/h

7

106 Gcal/h

4

69 MW

7
2

Sakhalin Region

Jewish Autonomous Region

ASEZ «Yuzhnaya» ASEZ «Gorniy vozduh»

ASEZ «AmuroAmur Region
Khinganskaya»
ASEZ «Priamurskaya»
1
3
2
2
1
Khabarovsk Territory

4

3

1

Primorsk Territory

ASEZ «Neftehimisheskiy»

ASEZ «Khabarovsk» Khabarovsk Territory
ASEZ «Komsomolsk»
3.3 thous.m³/h
1
3.3 thous.m³/h
7
3.4 thous.m³/h
6
21 MW
2
35.8 MW
7
20 Gcal/h
4
1.8 thous.m³/h
1
3
14 Gcal/h
2

Primorsk Territory

ASEZ«Mihaylovskiy» ASEZ «Nadezhdinskaya» ASEZ «Bolshoy
Kamen»
5.7 thous.m³/h 14
7
13.2 thous.m³/h
4
3.8 thous.m³/h
66.4 MW
4
5
11.3 MW
2.4 thous.m³/h
4
1
5.7 thous.m³/h
2.4 thous.m³/h
4

3
Infrastructure

Industry sectors:
Agriculture

Transport
and logistics
complex

Industry

Food
production

Water supply,
m³/day

Heating Supply,
Gcal/h

Metallurgy

Services

Mining

Tourism

Wastewater,
thous.m³/h

Electric power supply,
MW

In 2015, the mechanism by which subsidies are to be
granted from the federal budget to the managing company
responsible for infrastructure development in the ASEZ and
for the technological connection of residents to electricity
and gas distribution networks came into force.

Gas supply,
thous.m³/h

Planning projects of ASEZ were designed in 2016 and measures were taken to create additional capacity to meet the
infrastructural needs of ASEZ residents

Source: JSC “KRDV”
© 2017 KPMG. All rights reserved.
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ASEZ and FPV customs regulations
ASEZs and FPVs provide significant customs benefits to their residents: the
possibility to apply free customs zone (FCZ) procedures, special accelerated
clearance procedures for the transfer of goods through FPV checkpoints,
around-the-clock ‘one window’ service checkpoints, exemptions from import
customs duties and import VAT on imported technological, construction
and industrial equipment, and exemptions from import customs duties and
import VAT on foreign goods used as raw materials and as production-related
components in the FPV / ASEZs.
FCZ customs procedures:

——
——

No requirement to pay customs duties and import VAT.

——

Security payments are not required for the FCZ procedure
to be applied.

——

Electronic customs declaration procedures can be applied
to transported goods.

Prior notification can be given to the customs authorities
in an ASEZ / FPV to facilitate rapid clearance of imported
goods.

Terms and conditions for applying an FCZ
in an ASEZ and FPV:

——
——

Must have ASEZ / FPV residen status

——

Goods must be monitored when transferring out of
ASEZ / FPV territories

——

Foreign goods may be transferred out of FCZ territories
after FCZ customs procedures have been completed,
i.e. goods will go through other customs procedures
(for export, re-export, import, re-import), paying the
corresponding customs duties and VAT, if they leave the
FCZ zone

——

For the FPV resident, decisions regarding the creation of
customs controlled areas (CCA) can be made, provided
that the possibility of using an FCZ is indicated on the
certificate of registration as a resident.

——

Must submit a free-format application regarding creation
of the CCA to use the customs authorities to use the
FCZ.

The necessary facilities must be provided on site to aid
customs control

© 2017 KPMG. All rights reserved.
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Regional investment projects (RIP)
In 2016, changes were made to make things easier for investors. Regional
investment projects cover projects that aim to commence production within
the Far Eastern Federal District and seek to create new or modernise existing
transport, engineering or energy infrastructure within 5 years.
For regional investment projects being implemented within the FEFD, there are two ways by which the RIP
mechanism can be applied. The method chosen alters the way benefits are received:

Non-registered RIPs

Registered RIPs (implemented by a sole
participant)

The declarative procedure enables benefits to be
obtained on the condition that prescribed requirements
relating to the volume and timing of investments are met.

The administrative procedure enables benefits to be
gained from the moment registry takes place and profit is
made.

2 application types

If a company fails to comply with the total volume
of capital investment a RIP participant must
make to be added to the register, it is liable to
compensate the taxes and fees which have not
been paid throughout the entire period in which
incentives have been applied.

——

To apply income tax incentives;

——

To use mineral extraction tax incentives.

The procedure to obtain participant status in a
regional investment project:

——

the taxpayer fills out an application form, as stated by
the Order of the FNS of Russia from 27.12.16 № MMB7-3/719@;

——

the form is provided to the tax authority in electronic
form via telecommunication channels prior to filing
declaration for corporate income tax;

——

the taxpayer acquires the status of participant in a
regional investment project, which does not require the
taxpayer be included on the register starting, from the
date when the application was filed.

General requirements for obtaining RIP status:

——
——
——

50 million RUB —the minimum amount of capital investment within 3 years;
500 million RUB — the volume of capital investment in a 5 year period;
90% of revenues — must come from the sale of goods produced as a result of implementing the RIP in order to
receive income tax incentives.

Benefits`application period limits:

——

2029 — the right to use the concessional rate of income tax by the members of RIP who carries out the initial
investment of 50 million RUB is lost.

——

2031 — the right to use the concessional rate of income tax by the members of RIP who carries out the initial
investment of 500 RUB million is lost.

© 2017 KPMG. All rights reserved.
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Tax incentives for non-registered RIPs

Tax incentives for non-registered RIPs

Corporate income tax:

Corporate income tax:

——

0–10% — income tax for the first 5 years from the
moment:

——

0–10% — income tax for the first 5 years from the
period the first profit is made;

1)

of the first income earned;

——

10–18% — the next 5 years.

2)

of the resident`s application for the the use of the
tax benefit;

3)

——

the resident fulfills the requirements regarding
minimal capital investment volume.

10–18% — for the next 5 years according to regional
legislation.

Mineral extraction tax (for mining industry)

——

0–0.8 — MET reduction factor, characterizing the
mining territory (Cte), applying since the tax period in
case of adherence to the following conditions (within
10 years from the date of obtaining the right to such
benefit):
1)

there are grounds for determining the tax base for
mineral extraction tax in respect of such minerals;

2)

a taxpayer which is a participant in a regional investment project has performed the requirement to the
minimum amount of capital investments

3)

the taxpayer - participant in a regional investment
project addressed to the tax authority a statement
on the application

© 2017 KPMG. All rights reserved.

Mineral extraction tax (for mining industry):

——

0–0.8 — MET reduction factor, characterizing the
mining territory (Cte), applying starting with the tax
period in which the organization has entered in the
register of participants in regional investment projects,
within 10 years from the date of obtaining the right to
such benefit.
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Project infrastructure support
Far East: Support Mechanisms for Investors 27 Project infrastructure support
in 2015, the Far Eastern Federal District launched a new mechanism to provide
state subsidies to investors to compensate some of the expenses incurred on
infrastructure development / reconstruction, as well as on connections to the
power and gas grids, while implementing their projects. The size of the subsidy
received from the Federal budget to assist with infrastructure costs depends on
the amount of private investment.

54

14

Applications submitted

Approved projects

32

11

Billion roubles
of government subsidies

Thousand new
working places

5
Projects undergoing active
infrastructure construction

Project

Private
investment,
bln RUB

Investor

Budget
subsidies,
bln RUB.1

Mining and processing complex
«Inaglinsky»

Republic of Sakha (Yakutia)/ AO Inaglinsky
GOK / JSC UK «Kolmar»

23.9

0.6

Transportation and transshipment
complex at Vanino port

Khabarovsk Territory /
LLC Sakha (Yakut) transport company

19.6

3.3

Coal mining and coal washing project

Khabarovsk Territory / JSC «SUEK» /
JSC «Urgalugol»

23.7

1.5

Developing gold mining in
Seleindzinski region

Amur Region / LLC «TAMI», «Tokurskiy
mine», «Severnoe Kuchino», «Malomyrski
mine»

36.5

5.5

Mining-and-metallurgical plant

Kamchatka Territory / JSC «Sigma»

12.2

0.8

1st line of the Taiga mining and processing
plant

Republic of Sakha (Yakutia) /
CJSC «MMC Timir»

12.2

1.6

Kamchatka brewery

Kamchatka Territory / Kamchatka brewery

1.1

0.07

Developing pig breeding in the Kamchatka
region

Kamchatka Territory / LLC «Agrotek»

1.8

0.16

Natalkinskoe gold mine

Magadan Region /
JSC «Rudnik imeni Matrosova»

88.6

9.9

Diamond enterprise

Republic of Sakha (Yakutia) and
«AK ALROSA»

54.5

8.5

The construction and operation of a mining
and processing plant «Taryn» on the field
«Dredge»

JSC «Carinska Gold mining Company»

8.8

1.0

Organization of production of planed and
profiled timber in the village «Birch»

Khabarovsk Territory / LLC «Asia Forest»

7.6

0.8

Production and logistics complex for storage
of vegetative raw materials with equipment
for processing, drying, grain handling and
integrated breeding and seed centre for seed
production of agricultural crops

LLC «Amuragrokompleks»

1.6

0.2

Construction of pig farm

Vyazemsky and Khabarovsk regions of the
Khabarovsk territory / LLC «SKYFIRE-DV»

2.6

0.1

Source: http://www.rosmonitoring.com/index.html
1

© 2017 KPMG. All rights reserved.
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Special investment contracts (SIC)
In 2016, another support mechanism for investors in the Far East started
working: the special investment contract. The main objective of the SIC is to
create, modernise and/or develop the manufacturing of industrial products.
The following benefits are provided to those taking part in SICs of federal or regional
importance:
Tax incentives:

——

0—10% — income tax for the first 5 years after profit
has first been made.

——

Assurance that the total tax burden will not increase
following conclusion of the SIC.

——

Possibility to obtain tax relief on property tax and land
tax.

——

Possibility to apply increased depreciation.

——

Possibility to gain discounts and benefits when renting
state / municipal property (including land parcels).

Other preferences:

——

Easier/priority access to government contracts (ability
to become a supplier of products produced under the
SIC without going through competitive tenders).

——

Accelerated and simplified procedures to obtain the
status of ‘Russian manufacturer’.

——

special procedure for obtaining state subsidies
(projects/branches).

Aspects of SIC conclusion:
Tax and other incentives for SIC participants
are captured in the contract.
The length of time the SIC applies is the
amount of time required for the project to
make an operating profit according to the
business plan, increased by 5 years, but not
more than 10 years.
If the SIC is terminated as a result of
the investor failing to comply with the
agreement, then the investor shall reimburse
all of the taxes and fees removed under the
SIC.

© 2017 KPMG. All rights reserved.

SIC participants should meet the following
requirements
Financial limitations:

——

750 million RUB — minimum amount of investment
in the project for federal SIC formation (regional
requirements may differ).

——

90% revenue share — 90% of the tax base for
income tax must consist of revenues from the sale of
goods produced as a result of implementing the SIC;

Other limitations:

——

Industrial activity should be related to:

––

the creation or modernisation of industrial
production;

––
––

the adoption of new technology;
the development of industrial production that has
no comparable counterparts in Russia

Far East: Support Mechanisms for Investors
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Procedure for signing an SIC
SICs are concluded between the Ministry of and Trade of the Russian
Federation (MIT), regional authorities, theIndustry investor, and the industrial
enterprise.
Document requirements

——

Application as approved by the Ministry of Industry
and Trade of the Russian Federation

——

Certified copies of documents that confirm the
amount to be invested in the project (the credit
agreement)

——

A list of the incentives and preferences which the
applicant proposes to include in the contract

——

A list of the obligations the investor plans to take on

——

A list of the measures and results desired from the
investment

——

Other documents

The document package
is submitted to the Industrial
Development Fund

Application processing time

——

30 working days
Preparation for the preliminary conclusion from the
Ministry of Industry and Trade, with the participation
of the Industrial Development Fund and its agreement
from the structural units of the MIT and regional
authorities
Submission of the preliminary conclusion and
the document set for consideration by the
Interagency Committee (IC)

——

30 working days (up to 60 since the
documents being filed)
Consideration of the project and decision-making
by IC on the possibility of concluding SIC and its key
parameters

——

10 working days
Preparation of the draft SIC by the Ministry of Industry
and Trade with participation from the Industrial Development Fund, and its agreement with the structural units
of the MIT and the Ministry of Finance

——

20 working days
Signing the SIC by the investor with the Ministry of
Industry and Trade

Time for application processing and signing the
SIC: 90 working days

The contractual form has been decided by:
A Decree of the Government of the Russian Federation
dated 16.06.2015 “On special investment contracts
for individual industries”, and includes such important
terms as:

——

assurance regarding the immutability of incentives
for the duration of the contract;

——

information on investor incentives provided by the
SIC participants;

——

methods by which the investor’s compliance with
the SIC’s obligations can be monitored;

——

Conditions for amending and terminating the SIC.

Source: Industrial Development Fund of the Russian Federation
(http://frprf.ru/)
© 2017 KPMG. All rights reserved.
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Comparison of special regimes
in the Far East
The average tax burden in the Russian Federation under the general tax system
is just over 23%. Preferential tax and legal regimes in the FEFD significantly
reduce the tax burden on businesses in the first years of investment projects

Indicators

Russia

Minimal investments amount

Advanced Special
Economic Zones
(ASEZs)

Free port of
Vladivostok (FPV)

Regional
investment
projects (RIP)

Special investment
contracts (SIC)

500,000 RUB

5 mln RUB

50 mln RUB
(3 years)
500 mln RUB
(5 years)

750 mln RUB

Administrative/
declarative

Administrative

Procedure for
the application
of benefits
Income tax

Notification procedure

2% – federal
18% – federal
For the period
2017–2020:
3% – federal
17% – regional

——Within 5 tax periods starting from receipt —— During 5 tax
of the first profit:
periods from
–– 0% (Federal budget): ≤ 5% (in budgets
the moment
––
––

of constituent entities of the Russian
Federation; in the next 5 tax periods;
2% (in Federal budget);
≥ 10% (in budgets of constituent
entities of the Russian Federation)

the first profit
is achieved:
–– 0% - fed.
during
10 years
–– ≤ 10% - reg.
——During next 5
tax periods:
–– ≥ 10% reg.

Property
tax

2.2%

0% for the first 5
years

0% during first 5 years
0,5% during next
5 years

Social
insurance

30%

7.6% for 10 years
for residents who
obtained their status
not later than 3
years from the date
of creation of the
corresponding ASEZ

7.6% for 10 years for
No incentives given
residents who obtained
their status within
3 years starting from
the date of the Law
«On the Free port of
Vladivostok» having
entered into force

Land tax

1.5%

None

None

VAT

18%
10%
0%

18% - a declarative order for VAT refunds (if
a guarantee contract with the management
company has been concluded), tax rate 0%
for export transaction.

Customs duties
Import VAT

The validity of
tax benefits

No incentives
given

No incentives
given

——During 5 tax periods

from the moment the
first profit is achieved:
–– 0% - fed. during
10 years
–– ≤ 10% - reg.

Upon agreement with
regional authorities

Upon agreement with local
authorities

Regular procedure

Regular procedure
Option to apply the free customs zone’s
customs procedure (as long as the resident has
applied and the necessary facilities for customs
control are on site)
Not for longer than 10 years after the period in which the first
profit was achieved

© 2017 KPMG. All rights reserved.

In length, equal to the
term was achieved of the
investment project
(to the point operating
profit is achieved in
accordance with the
business plan of the
investment project,
increased by 5 years,
but not more than 10 years)
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ASEZ

FPV

RIP

SIC

Obligations
imposed on the
investor for the
duration of the
agreement

ASEZ residents undertake
to conduct activities
to implement the
agreement and make
investments, including
capital investments, in the
timeframes stated and
invest at least 500,000 RUB

—— To invest at
least 5 million
RUB within
3 years
—— To fulfill other
obligations
established
by the
agreement

To invest at least 50 million
RUB within 3 years or
500 million RUB within
5 years. RIP participants
ensure the following:
—— construction and
commissioning of the
investment project’s
objectives
—— that targets are met
(number of jobs, tax
payments, investment in
the agreed period, etc.)

The investor is obliged to:
—— fulfill the conditions
of the special
investment contract
—— invest at least 750
million RUB.

Controlled
transactions

General procedure

Transactions are controlled when the RIP/SIC party,
applying a reduced income tax rate, makes a transaction
with a Russian affiliated person, and the income exceeds
60 million RUB per year.

Control by the
authorities

Regular tax investigation procedures.
Planned inspections are conducted jointly with
state and municipal control authorities

The tax authorities check
performance of the
investment project. The
Accounts Chamber has the
right to audit the efficiency
and targeted use of
budgetary funds allocated for
infrastructure development

The federal executive
power body that signs
the special investment
contract on behalf of
the Russian Federation
exercises controls over
implementation of the
commitments established
in the special investment
contract by the investor
and industrial enterprise.

Consequences of
being removed
from the register
of ASEZ/FPVs, or
having the RIP/
SIC terminated

In the event that the agreement is terminated,
residence status will be lost.
Property held may be disposed as and when
it suits the investor in accordance with civil
legislation.
For goods disposed of under free customs zone
procedures, and for goods manufactured using
foreign goods placed under the free customs
zone’s customs procedure: use of these goods
shall be in accordance with the customs laws of
the Eurasian Economic Union.

If there is non-compliance
with the total volume of
capital investments, the RIP
participants included in the
register, shall be liable for the
amount of taxes and fees not
paid for the entire period of
benefits.

A special investment
contract may be
terminated by agreement
of the parties, or
unilaterally by a court
when breach of contract
by an investor or
industrial enterprise has
taken place, or when
there has been a failure
to achieve benchmarks.

If a ASEZ/FPV resident fails to perform its
obligations under the agreement to implement
activities, or has performed them improperly,
the client shall be liable under the legislation of
the Russian Federation and the agreement on
the implementation of activities.

If a contract is terminated
for non-compliance with
obligations, the investor
must:
—— Return/repay
property and funds
given as stimulation
measures
—— Repay the amount
of taxes and fees
not paid as a result
of the receipt of
benefits

© 2017 KPMG. All rights reserved.
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Regional tax benefits in the Far East
A regional legal framework establishing state support mechanisms to facilitate
the implementation of investment projects has been developed in all regions of
the FEFD and regulates the provision of benefits in ASEZs, as well as under RIPs
and SICs.
Region
Chukotka
Autonomous
District

Kamchatka
Territory

Sakhalin
Region

ASEZ

RIP

SIC

Income tax:
0% for the first 5 years, 10% for the following 5 years (after first profit earned).
Property tax:
0% for the first 5 years, 1.1% for the
next 5 years (after property registration).

Income tax:
0% for the first 5 years, 10%
for the following 5 years (after
first profit earned)

Income tax:
0% for the first 5 years, 10%
for the following 5 years (after
first profit earned)

Income tax:
5% for the first 5 years, 10% for the
following 5 years (after first profit earned)
(+ 2% to the federal budget)

Income tax:
0% of the first 5 tax periods,
18% for the 5 subsequent tax
periods

Income tax:
0% of the first 5 tax periods,
18% for the 5 subsequent tax
periods

Income tax:
0% for the first 5 years, 10%
for the following 5 years (after
the receipt of first profit).

Income tax:
0% for the first 5 years, 10%
for the following 5 years (after
the receipt of first profit).

Income tax:
0% for the first 5 years and
10% for the following 5 years
(after the receipt of first
profit).

Income tax:
0% for the first 5 years and
10% for the following 5 years
(after the receipt of first
profit).

Income tax:
0% for the first 5 years and
10% for the following 5 years
(after the receipt of first
profit).

Income tax:
0% for the first 5 years and
10% for the following 5 years
(after the receipt of first
profit).

Income tax:
0% for the first 5 years, 10%
for the following 5 years.
(after receipt of the first profit)

Income tax:
0% for the first 5 years, 10%
for the following 5 years.
(after receipt of the first profit)

Property tax:
0% for the first 5 years (after property
registration).
Corporate income tax:
0% for the first 5 years, 10% for the
following 5 years.
Property tax:
0% for the first 5 years.

Primorsk
Territory

Jewish
Autonomous
Region

Amur Region

Khabarovsk
Territory

Magadan
Region

Republic
of Sakha
(Yakutia)

Income tax:
0% for the first 5 years, 10% for the
following 5 years.
Property tax:
0% for the first 5 years and 0.5% for the
following 5 years.
Income tax:
0% for the first 5 years, 10% following
5 years (after first profit earning).
Property tax:
0% for the first 5 years.
Income tax:
0% for the first 5 years, 10% for the
following 5 years.
Property tax:
0% for the first 5 years, 1.1% for the
following 5 years
Income tax:
0% for the first 5 years, 10% for the
following 5 years.

Income tax:
Income tax:
0% for the first 5 years and
0% for the first 5 years and
10% for the following 5 years. 10% for the following 5 years.

Property tax:
0% for the first 5 years, 1,1% for the
next 5 years.
No ASEZ has been formed yet.

Income tax:
0% for the first 5 years and
10% for the following 5 years
(after receipt of first profit).

Income tax:
0% for the first 5 years and
10% for the following 5 years
(after receipt of first profit).

Income tax:
0% first 5 years, 10% for the following 5
years (after first profit earned).
Property tax: 0% first 5 years.

Income tax:
0% for the first 5 years, 10%
for the following 5 years (after
first profit earned)

Income tax:
0% for the first 5 years, 10%
for the following 5 years (after
first profit earned)

© 2017 KPMG. All rights reserved.
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Procedure for obtaining tax benefits
Special conditions for the receipt of tax incentives have been created in
the FEFD. The simplified procedure by which business tax incentives can
be applied and obtained makes administration easier and reduces the risks
of disputes with the tax authorities. The accelerated VAT refund procedure
significantly reduces the cash shortfalls for capital-intensive projects.
Application process to gain tax incentives for income and property
Process

Notification

Incentive application Benefits are applied followprocedure
ing the submission of a tax
return (tax computations).
Additional documents not
required

Declarative

Administrative

Application must be submitted to the tax
authorities indicating:
—— amount of investment made;
—— period in which the minimum investment
amount requirement was met, and
—— list of products that will be produced under
—— the RIP.

Incentives are agreed when
the investment project is
signed:
1. for RIP participants – with
the Minvostokrazvitia of
Russia;
2. for SICs – with the Ministry of Industry and Trade of
the Russian Federation.

While undertaking in-house tax audits, the tax
authorities have the right to request information
and documents confirming compliance with the
implementation conditions in the RIP.

——
——

Taxpayer

ASEZ residents
FPV residents

——

RIPs not added to the RIP register

——
——

RIPs added to the RIP
register
SICs

Risk of dispute
related to
application of the
incentive

Providing that compliance
with the criteria takes
place, there are no risks of
disputes in relation to the
application of incentives

Providing that compliance with the criteria takes
place and that the RIP requirements are met,
there are no risks of dispute in regard to the
application of incentives

Incentives
agreement

Not required

Required with the tax authorities. The
Required with regional authorapplication must be submitted before tax
ities and tax authorities
returns are filed for the first time that reflect the
reduced tax rates

Declarative procedure for VAT refunds
(applicable to ASEZ and FPV residents)

2

—— VAT return

documents —— Guarantee agreement from the
management company

There is a risk that a dispute
with the tax authorities may
occur in relation to incentives
applied if non fulfilment of
conditions or improper execution of the agreed terms of
an investment project takes
place

Regular procedure for VAT refunds
(applicable to RIP, SIC and other taxpayers)

1

document

—— VAT return
—— Tax authority can request additional
supporting documents

VAT refund timeframe:

VAT refund timeframe:

——

5 days — verification that the VAT refund’s declarative
procedure have been complied with.

——

90 days — verification of the correctness of the
recoverable VAT amount (in-house tax audit).

——

5 days — VAT refund.

——
——

7 days — decision making.

© 2017 KPMG. All rights reserved.
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Aquatic bio resources in exchange
for investment
In 2016, amendments were made to the Federal Law “On fishing and the
preservation of aquatic biological resources”, allowing Russian and foreign
investors to obtain up to 20% of the total quota of an allowable catch in
exchange for an investment obligation to construct vessels for the fishing
fleet at Russian shipyards, or to build fish-processing plants on the Russian
coastline.

>60%

Okhotsk
sea

of total aquatic
bio
resource
extraction
in Russia

Fishery structure in the FEFD by
fishing area, 2014.
%
100%

Kamchatka Territory

33%

Primorsk Territory

28%

Sakhalin Region
Khabarovsk Territory

26%

Magadan Region

10%

The FEFD is a primary source of aquatic biological
resources in Russia, providing annual catches of
up to 3 million tonnes of fish and seafood.
Among the 5 major Russian fishery basins, the FEFD holds
the leading position in terms of size of catch. The FEFD’s
contribution exceeds 60% of total Russian production.
During the period 2006–2014, the catch in the FEFD basin
increased by 45%.

State support
Aquatic bio resources assigned for long-term use:
15 years — the quota period for the right to catch
aquatic bio resources.
Tax incentive is introduced:
85% — of the basic fee for aquatic bio resources.
“Investment quota” mechanism for 20% of the
total allowable catch:
> 500,000 tonnes of aquatic bio resources can be
obtained in exchange for an obligation to invest in the
construction of vessels for the fishing fleet at Russian
shipyards or to build fish-processing plants on the Russian
coast.
>125,000 tonnes of aquatic bio resources in exchange
for construction of fish processing plants (5% of an
“investment quota”).
> 375,000 tonnes of aquatic bio resources in exchange
for construction of vessels for the fishing fleet (15% of an
“investment quota”).

© 2017 KPMG. All rights reserved.

3%

Procedure for granting “investment quotas”

——

Investment projects are selected on the basis of tenders

——

Quotas are available to Russian legal entities, including
those with foreign capital

——

The right to catch aquatic bio resources is guaranteed
by a contract assigning quotas to those making
investments

——

Quotas are provided for the period of the investment
project and for the following 15 years, provided that the
investment asset is commissioned and its ownership
rights registered

Not more than 50% of “investment quotas” can be
exchanged for a single investment project

Contractual special conditions
on securing the quota:
—— compliance with the construction
schedule and commissioning of the
object of investment, or
—— compliance with the investment
schedule and commissioning of the
object of investment.
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Far East Development Fund
Until the end of 2020 the development Fund of the Far East and the Baikal region
plans to invest in no fewer than 20 projects worth more than 900 billion RUB,
and to conduct a comprehensive examination of not fewer than 25 projects
The Far East and Baikal Region Development Fund (FEDF) was established to support investment projects aimed at
stimulating accelerated development of the Far Eastern Federal District.
In the beginning of 2017 the amount of capital under the Fund’s management was 80 billion RUB

In February 2016, the Board of Directors of the Fund decided to reduce the
rate on investment loans provided by FEDF from 11% to 5% per annum.
Currently, the Fund has provided 9.5 billion RUB to implement 6 projects:

Project

Region

Total value of
Investment

Fund
Investment

Increase coal production in the
Solntsevsky field

Sakhalin
Region

45.1 billion rubles

2.8 billion rubles

Develop gold mining
in Kamchatka

Kamchatka
Territory

12.4 billion rubles

2 billion rubles

Build a cross-border
bridge over the Amur river

Jewish
Autonomous
Region

10 billion rubles

2.5 billion rubles

Construction of cooling
warehouse complex for the
storage and transshipment of
fish products

Primorsk
Territory

3.6 billion rubles

1.2 billion rubles

Construction of a transport and
logistics centre
at “Sukhoy port"

Primorsk
Territory

1.5 billion rubles

Sakhalin
Region

900 billion rubles

Development of modern
infrastructure for the
management of municipal solid
waste

Share
financing
6%

16%

25%

33%
700 billion rubles

47%
270 billion rubles

30%

Source: FEDF — Far East Development Fundhttp://www.fondvostok.ru/en/

The FEDF’s objective is to search for, structure and implement regional
projects; to create new opportunities to attract investment; and to assist
regional authorities in preparing and structuring public-private partnership
projects.
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