Russia implements Tax changes
in respect of IT industry
1. Tax reliefs for Russian IT
companies in respect of social
insurance contributions and
corporate income tax
As of 1 January 2021, IT companies in Russia will be
eligible to enjoy decreased rates of social insurance
contributions that will be 7.6% vs current rate of 14%. Also,
IT companies will be eligible for beneficial corporate income
tax rate which will be 3% vs current rate of 20%.

•

In order to get the above benefits, the company must meet
the following criteria:

It is important to note that foreign IT companies will not be
eligible for the mentioned tax reliefs.

•

To employ not less than 7 employees;

•

To derive at least 90% of its income from IT activities or
services for the design and development of electronic
component base products, electronic (radio-electronic)
products;

The company must hold state accreditation as an entity
operating in IT or to be included into special registry of
companies providing services for the design and
development of electronic component base products,
electronic (radio-electronic) products.

See the Federal Law N 265-FZ dated 31.07.2020 ‘On
amendments to part two of the Tax Code of the Russian
Federation’.

2. Changes related to VAT

As of 1 January 2021, the list of non-VATable items will be
changed. Sale of exclusive rights to computer programs and
databases as well as rights to use these programs and
databases will be VATable, except computer programs and
databases included into the special Registry of Russian
programs and databases (with certain exceptions related to
Internet and commerce advertising).
Any program / database not listed in the Registry will be
subject to VAT. This means that programs created by a
non-Russian company will be subject to VAT since 2021.

Therefore, should a foreign company sells to a Russian
customer exclusive rights and/or rights to use computer
programs and databases, the customer will need to act as
tax agent and withhold Russian VAT and to remit it to the
Russian budget. It is recommended to review existing
contracts with Russian customers to ensure the contract fee
does not include VAT, i.e. VAT shall be charged on top of
the fee. Otherwise, Russian VAT with be withheld from the
contract fee by customer.

3. Electronically supplied
services (e-services)
As for electronic services, there are no changes announced.
E-services are subject to Russian VAT. E-services include
provision of rights to use computer programs (including
computer games) and databases automatically via the
Internet, including by providing remote access to them,
including related updates and additional functionalities, and
content delivery services (pictures, music, video, etc.).
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For VAT purposes, foreign company must be registered with
the Russian tax authorities. Moreover, if e-services provided
by a foreign organization are not subject to VAT due to any
kind of exemption, such foreign organization still needs to
be tax registered in Russia.
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