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1. Who can refund of VAT incurred in Russia?
In order to be eligible for VAT refunds in Russia, the following conditions have to be met:

· Russian company is registered in Russian tax authority; a foreign company is registered in Russian tax authority as it creates a “permanent establishment”;

· a company holds business activity on the territory of the Russian Federation (supply of goods, services and works under the conditions that “place of supply” is on the territory of the Russian Federation and goods, services and works are not exempt from VAT);

· a company must calculate VAT, withhold it from the payment and remit if it is necessary. The standard VAT rate is 18%;
· the amount of tax deductions exceeds the total amount of tax calculated on taxable transactions on the basis of the tax period (quarterly); received difference can be refunded to taxpayer.
Foreign tourists cannot recover VAT on purchases made in Russia.

2. How long does it take to refund back?
There is no cross-border refund mechanism for non-registered businesses. Only legal entities that obtain general tax registration in Russia are entitled to VAT reimbursement (refund or offset). 
In order to refund VAT taxpayer must submit VAT return. The time limit for submit VAT return is 20 days from the end of the tax period (quarterly). VAT invoices are normally required for recovery of input VAT. But a company has not duty to submit original invoices with tax return. Only at tax authority’ special demand a company has to submit a copy of invoice.

Following tax return submitted by taxpayer tax authorities examine (during desk tax audit) the validity of taxes claimed for refund within 3 months and make decisions on refunding relevant tax amount (in whole or in part) within 7 days of the completion of the tax audit. If the taxpayer has tax arrears or debts on penalties and (or) fines, tax authorities make offset taxes themselves as repayment of these arrears and debts.

The term of refund is expected to be changed to 1 month (there is the draft amendments of the Tax Code, but when they will be enacted is not known yet). 

VAT refund must be done on the 6-th day from making tax authority’s decision. Technically, a taxpayer is entitled to receive interest on the amount of VAT refund made after the 12-th day of the end of tax examination.

In practice, VAT refunds are difficult to be achieved in Russia and are usually only granted after lengthy court litigation. Many companies prefer to offset VAT in future payment instead of refund.

3. When is Russian tax registration required? Is there VAT registration?
There is no separate VAT registration in Russia, but general tax registration includes registration for VAT purposes. 
VAT registration provisions of the Tax Code is expected to be changed (there is the draft amendments, but when they will be enacted is not known yet). Under these draft amendments only companies with turnover of over 4 million rubles (approx. Euro 94 000) (or over 20 million rubles per year (approx. Euro 470 600)) will be required to VAT registration. For smaller companies it will be voluntary. Only companies with VAT registration will be pay VAT.

For purposes of VAT refund a foreign company must be registered in tax authority as it creates   “permanent establishment” before conclusion taxable transaction. Definition of “permanent establishment” is not simple and if registration is needed Art-Audit will provide you with support necessary to complete your registration.
4. What are taxable transactions for VAT purposes? What is “place of supply”?
Only supplying on the territory of the Russian Federation is VAT taxable, as well as import of goods. 
Russia is deemed the place of supply of works and services when the supplier has there its place of activity (place of legal entity’s incorporation or place of permanent establishment’s creation). However, there are some exceptions: 
- works and services connected with immovable and movable property (for example, repairs and maintenance) are deemed to be supplied in Russia if the property is located in Russia;  
- services in the area of education, culture, art, tourism and sport are deemed to be supplied in Russia if they are physically performed in Russia;

-     consulting, data processing, marketing, legal, accounting, advertising services; transfer of copyrights, licenses and similar rights; engineering services; types of provision of personnel and some agency services relating to procurement are deemed to be supplied in Russia if the buyer carries out its activity in Russia. 
The rules determining whether a business has its place of activity in Russia are complex and should be assessed on a case-by-case basis.

Russia is deemed the place of supply of goods when either of the following conditions are met:

-  the goods are located in Russia and are not shipped or transported; or

-  the goods are located in Russia when shipment or transportation begins.

What can Art-Audit do?

Art-Audit, in alliance with Polaris International, an association of independent consulting companies,, is able to advise you on taxation, accounting, arrange tax registration where necessary, filling tax return on your behalf, reclaim tax, prove the economic purposes of transactions and taxpayer’s fairness with tax authorities and at court and etc. 

Mainly Art-Audit has fixed prices and work at 100% prepayment. According to mutual agreement we agree with payment of 50/50% or afterpayment.
We are flexible to choose the best form of contract (or offer invoice) suitable to your company. Feel free to send us requests to following contact and we will provide your company with an estimate of our fee after the free initial consultation. 
Contact us:
AUDIT COMPANY ”Art-Audit” CJSC

123007 Russia Moscow, Horoshevskoe highway, 32А
+7 (495) 228-70-01 feoktistova@art-audit.com, www.art-audit.com 
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