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An Analysis of the Russian Tax Monitoring 
Programme in Light of the OECD Concept 
of Cooperative Tax Compliance and the 
Experience of Other Countries 
In this article, the authors assess the similarities 
and differences between the Russian tax 
monitoring approach and the cooperative 
compliance approach proposed by the OECD 
and implemented by other countries.

1.  Research Objective and Methodological 
Considerations 

Tax monitoring,1 the Russian version of Cooperative Tax 
Compliance, was implemented in Russia as a pilot project 
in 20122 and then incorporated into the Russian Tax Code 
in 2014.3 It is now in the process of being further extended 
under an approved draft Federal Law4 of 13 August 2020. 

This article analyses the Russian approach to Coopera-
tive Tax Compliance in light of the elements identified 
by the OECD in its 20085 and 20136 publications, as well 
as the practical experience of other countries.7,8 As such, 
the article addresses the following question: What are the 
differences and similarities between the Russian tax mon-
itoring approach and the Cooperative Tax Compliance 
approach proposed by the OECD and implemented in 
other countries? 
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1. The Russian terms are “tax monitoring” (налоговоый мониторинг) 
and “horizontal monitoring”. 

2. E.V. Suvorova, Companies doing business in good faith disclose informa-
tion about themselves before verification. Moscow, Russia: Your partner 
consultant (2013), available at https://www.eg-online.ru/article/211793/ 
(accessed 2 May 2020).

3. RU: Tax Code of the Russian Federation, sec. V.2. Tax control in the form 
of tax monitoring, available at http://nalog.garant.ru/fns/nk/ (accessed 
2 July 2020).

4. Russian Federal Government, Project number 02/04/08-20/00107219, 
available at https://regulation.gov.ru/projects#npa=107219 (accessed 
9 Sept. 2020).

5. OECD, Study into the Role of Tax Intermediaries (OECD 2008), available 
at http://www.oecd.org/tax/administration/39882938.pdf (accessed 
11 Apr. 2019).

6. OECD, Co-operative Compliance: A Framework: From Enhanced Rela-
tionship to Co-operative Compliance. (OECD 2013), available at https://
dx.doi.org/10.1787/9789264200852-en (accessed 11 Apr. 2019).

7. See sec. 3 hereunder for the OECD definition of Cooperative Tax Com-
pliance and the paradigm concept proposed in the present analysis.

8. The countries in the first wave of implementation of Cooperative Tax 
Compliance approaches include: Australia (2001), South Africa (2004), 
Ireland (2005), the Netherlands (2005), the United States (2005) and the 
United Kingdom (2006).

Every country is free, of course, to approach its relation-
ship with taxpayers in a manner that best suits its legal 
traditions, tax practice, historic and cultural background 
and economic development. In addition, there is no inter-
national consensus on which mechanisms should be 
present under a specific approach to have it recognized 
as Cooperative Tax Compliance. As a result, despite some 
general pillars summarized by the OECD, countries have 
significant freedom in implementing their approaches to 
Cooperative Tax Compliance.9

There are many features and mechanisms that may differ 
from country to country in respect of approaches to 
Cooperative Tax Compliance, such as: the existence of a 
formal instrument between taxpayers and the tax admin-
istration; the need to liquidate past tax debts as a require-
ment to join a cooperative compliance programme; an 
obligation to implement a tax control framework (TCF); 
standards or requirements of the TCF; the regulatory 
framework for Cooperative Tax Compliance, in terms of 
whether it is laid down in a regulation and whether such 
a regulation is a hard or soft law; access to the tax author-
ities; whether real-time solutions are available in respect 
of tax disputes; the possibility to litigate tax issues while 
a party to Cooperative Tax Compliance, among others.

Because there are so many features to choose from, the 
concrete approaches to Cooperative Tax Compliance 
adopted by different countries may be quite different 
from one another. Nevertheless, the same terminology, 
i.e. Cooperative Compliance, is used to refer to any and 
all approaches that promote interaction between taxpay-
ers and tax administration, regardless of any differences 
in approach. This creates significant difficulties, as “apples 
and oranges” are being referred to with the same termi-
nology, potentially causing scientific debate to be f lawed 
due to misconceptions in terminology.

This problem can be illustrated by examining the replies 
to the OECD questionnaires from 2013, 201710 and 2019,11 
with a focus on replies regarding the TCF, real-time resolu-

9. R. Russo & M.H. Martini, The International Compliance Assurance Pro-
gramme Reviewed: The Future of Cooperative Tax Compliance?, 73 Bull. 
Intl. Taxn. 9, p. 457 (2019), Journal Articles & Papers IBFD.

10. OECD, Tax Administration 2017: Comparative Information on OECD 
and Other Advanced and Emerging Economies (OECD 2017), available 
at https://doi.org/10.1787/tax_admin-2017-en (accessed 28 Feb. 2020).

11. OECD, Tax Administration 2019: Comparative Information on OECD 
and other Advanced and Emerging Economies (OECD 2019), available 
at https://doi.org/10.1787/74d162b6-en (accessed 4 Nov. 2020).
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tion of tax issues and solutions to issues that were pending 
before Cooperative Tax Compliance commenced.

Table 1 evidences some fundamental differences between 
the cooperative compliance approaches implemented, or 
being planned, in more than 33 countries. 

It can be noted that, in less than half of those countries, 
a condition for participating in Cooperative Tax Com-
pliance is having a TCF in place. In around 30% of those 
countries, taxpayers do not need to disclose relevant tax 
issues on a real-time basis. Also, in around 30% of those 
countries, taxpayers are not given an opportunity to 
consult the tax authorities in order to resolve tax issues 
on a real-time basis (also referred to as “working in the 
present”), i.e. before the tax return is filed. And in nearly 
half of the countries, pending tax issues do not need to 
be resolved as a condition for opting for Cooperative Tax 
Compliance.

Another example can be found in the inconsistent replies 
from Denmark12 and Sweden13 to the questionnaires. In 
the 2013 questionnaire, they replied that they imple-
mented cooperative compliance approaches in 2012. Their 
replies to the 2017 OECD questionnaire stated that their 
cooperative compliance approaches were not “already 
in place” in 2014 and 2015, but were being implement-
ed.14 In response to the 2019 OECD questionnaire, they 
stated that their cooperative compliance approaches were 
already in place in 2016 and 2017.15 One of the hypothe-
ses that could explain this inconsistency is the lack of a 
common understanding of what Cooperative Tax Com-
pliance means, and which elements are necessary to have 
a specific approach identified as Cooperative Tax Com-
pliance.

A further example is Canada, which replied in 2010 that 
it had:16

launched a “New Approach to Large Business Compliance” that 
relies heavily on a closer and more collaborative relationship 

12. OECD supra n. 6, at p. 22: “Formal co-operative compliance model as 
of 2012. Started as a pilot project in 2008”.

13. OECD supra n. 6, at p. 24: “Formal co-operative compliance model. 
Started in 2006 with ‘the Dialog’. Companies could get answers in 
advance of filing returns in relation to certain tax issues. Formally 
launched in spring 2012 on small scale by inviting 15 companies to 
become involved”.

14. OECD supra n. 10, at Annex A, Table A.141.
15. OECD supra n. 11, at Annex A, Table A.150, pp. 417-419.
16. OECD supra n. 6, at p. 22.

with taxpayers and tax intermediaries and is the foundation 
upon which a co-operative compliance approach is being based. 

In response to the 201717 and 201918 OECD questionnaires, 
Canada replied that it had not implemented a cooperative 
compliance approach.

As illustrated above, the problem is that some specific 
features result in cooperation-based approaches that are 
quite different from each other, and therefore should not 
be treated as equivalent by using the same terminology, i.e. 
Cooperative Tax Compliance, Cooperative Compliance, 
Horizontal Monitoring, or Tax Monitoring. This pro-
duces a misconception that such approaches are on the 
same footing, and that a generic term, such as, for example 
“cooperative compliance” can be used to refer to any of 
them. In fact, they can be quite different from one another.

The present investigation offers three relevant contribu-
tions to the debate surrounding Cooperative Tax Com-
pliance. First, it is demonstrated that the current use 
of the term “cooperative compliance” may lead to mis-
guided debate. Second, it proposes a methodology to iden-
tify Cooperative Tax Compliance not only based on the 
2008 and 2013 OECD publications, but also by verifying 
the existence of features of Cooperative Tax Compliance 
in other countries. Third, the proposed methodology is 
applied in analysing the Russian approach to Coopera-
tive Tax Compliance. 

In carrying out the research, primary sources of Russian 
legislation, such as the Tax Code and administrative reg-
ulations issued by the Russian Federal Tax Service, were 
analysed in order to extract elements of the Russian tax 
monitoring system. Further, secondary sources were 
investigated, such as news highlights and academic pub-
lications from Russian authors.

The research started with a contextualization of Cooper-
ative Tax Compliance and its intended role in the current 
tax debate (section 2.). This was followed by a presenta-
tion of the elements of Cooperative Tax Compliance that 
were used as a paradigm to assess the Russian tax mon-
itoring system (section 3.). Next, the Russian tax moni-
toring system was presented, including an example that 
highlighted the opinions and experiences of two partic-
ipants in tax monitoring (section 4.). Conclusions were 

17. OECD supra n. 10, at Annex A, Table A.141.
18. OECD supra n. 11, at Annex A, Table A.150, p. 417.

Table 1 –  Relevant features of cooperative compliance adopted by countries that claim to have implemented it or are 
planning to do so

Source: Table produced by authors with information extracted from: OECD, supra n. 10, Annex A, Tables A.141-143; OECD, supra n. 11, Annex A, Tables A.150-152.
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formulated using a comparative table to indicate the simi-
larities and differences between the paradigm elements of 
Cooperative Tax Compliance and Russian tax monitoring 
(section 5. and Appendix).

2.  Context

The “cops and robbers” approach, which governed inter-
actions between taxpayers and tax administrations in the 
past, is rooted in Becker’s theory of crime and in the work 
of subsequent authors who applied Becker’s economic 
rationales to the context of tax payments.19

Tax studies that followed Becker’s theory of crime put forward 
the idea that taxpayers, as utility maximisers, always engage in 
a cost-benefit analysis to decide whether or not to pay taxes. 
According to Allingham & Sandmo and Srinivasan the weaker 
the deterrence mechanisms (audit probability and penalty rate), 
or the higher the tax rate, the lower the degree of anticipated 
tax compliance. Based on these assumptions, tax systems tend 
to adopt strict and punitive regulations. Tax administrations 
should make their power noticed and, as such, in their relation-
ship with taxpayers, they should adopt a role based on authority 
and control. 

Cooperative Tax Compliance developed, as of the 2000s, 
as an alternative to that model of authority and con-
trol-based interaction between taxpayers and tax admin-
istrations, which often results in escalating litigation. 
According to Martini (one of the authors of this article):20 

… theoretical and empirical instances demonstrate that there 
are situations where deterrence mechanisms (enforcement and 
control) are not the reason, or not the main reason, why taxpay-
ers pay taxes. It appears that a significant portion of taxpayers 
will simply pay their taxes irrespective of the existence of power 
and authority.

By realizing that authority is not the only factor which inf lu-
ences tax compliant behaviours, tax administrations started to 
conceive new policies and objectives in the design of tax sys-
tems. It became clear that tax administrations’ limited resources 
would be more efficiently used if cooperative taxpayers were 
treated differently from uncooperative and even fraudulent 
ones. Why should tax administrations devote the same amount 
of resource to such different groups of taxpayers? Tax reviews, 
audits and inspections should logically be more intense with 
regard to taxpayers which pose higher risks of non-compliance. 
Conversely, taxpayers who have a willingness to comply with tax 
regulations may not even need to be audited or inspected at all. 

The number of countries that have adopted a Cooperative 
Tax Compliance approach has increased from six, in 2008, 
to nearly 30 countries in 2017,21 with more and more coun-
tries set to adopt Cooperative Tax Compliance approaches 

19. M.H. Martini, Introduction: An Investigation of Co-operative Compli-
ance Regimes and the ICAP, in Co-operative Compliance and the OECD’s 
International Compliance Assurance Programme p. 4 (R.R. Hein & 
R. Russo eds., Kluwer Law International B.V. 2020).

20. Id., at p. 6.
21. OECD, supra n. 11, at p. 54. 

in the coming years, such as, for example, Belgium22 in 
2018 and Austria,23 France24 and Poland, in 2019.

In 2018, Cooperative Tax Compliance was launched at 
a multilateral and international level25 with the OECD’s 
International Compliance Assurance Programme 
(ICAP),26 which, following its second phase,27 now includes 
19 countries.28 The European Union announced its inten-
tion to launch a Cooperative Tax Compliance pilot project 
in 2021,29 which the authors assume will adopt some of the 
ICAP characteristics.

Russia is among the countries that are seeking a more effi-
cient deployment of tax administrations’ scarce resources 
while, at the same time, ensuring higher levels of tax cer-
tainty in respect of compliant taxpayers.30 It commenced 
its Cooperative Tax Compliance approach, referred to as 
“tax monitoring”, in 2012 and joined the ICAP in 2019.

This article looks at the experience of the Russian tax mon-
itoring approach, beginning with the 2012 pilot project, 
continuing on through its inclusion in the Tax Code in 
2014, and culminating in the changes proposed in 2020, 
the intention being to point out the extent to which the 
Russian approach is comparable to a paradigm concept31 
of cooperative tax compliance, such as proposed in the 
present analysis.

22. BE: Federal Public Service Finance, Brochure on the New Cooper-
ative Tax Compliance Programme, 2018, available at https://finan 
cien.belgium.be/sites/default/files/downloads/125-brochure-CTCP-v1. 
1-en.pdf (accessed 3 Apr. 2020).

23. AT: Government Legislation, Annual Legal Act 2018 [Jahressteuergesetz 
2018, Gesetzestext zur Regierungsvorlage], pp. 22-23, available at https://
www.parlament.gv.at/PAKT/VHG/XXVI/I/I_00190/fname_698477.
pdf (accessed 21 Aug. 2020).

24. FR: The Ministry of Economy, Handbook – Companies and French Tax 
Authorities: A New Trust-Based Relationship, available at https://www.
economie.gouv.fr/files/files/2019/livret-essoc-anglais.pdf (accessed 
3 July 2019).

25. Russo & Martini, supra n. 9.
26. OECD/FTA, International Compliance Assurance Programme – Pilot 

Handbook (4 Mar. 2019) (OECD 2019), available at https://www.oecd.
org/tax/forum-on-tax-administration/publications-and-products/
international-compliance-assurance-programme-pilot-handbook.
pdf.

27. OECD/FTA, International Compliance Assurance Programme – Pilot 
Handbook 2.0. (3 Apr. 2019) (OECD 2019), available at http://www.oecd.
org/ctp/international-compliance-assurance-programme-pilot-hand 
book-20.htm (accessed 3 Dec. 2020).

28. Australia, Austria, Belgium, Canada, Denmark, Finland, France, 
Germany, Ireland, Italy, Japan, Luxembourg, Netherlands, Norway, 
Poland, Russia, Spain, United Kingdom, United States, available at  
https://www.oecd.org/tax/forum-on-tax-administration/international- 
compliance-assurance-programme.htm (accessed 3 Sept. 2020).

29. European Commission, Communication from the Commission to 
the European Parliament and the Council, An action plan for fair and 
simple taxation supporting the recovery strategy, COM(2020) 312 final 
(15 July 2020), available at https://ec.europa.eu/taxation_customs/sites/ 
taxation/files/2020_tax_package_tax_action_plan_annex_en.pdf 
(accessed 18 Aug. 2020).

30. Russian Federal Government, N 381-r, 21.02.2020, Approval of the devel-
opment and functioning of the tax monitoring system in the Russian Fed-
eration, ch. II(5), available at http://base.garant.ru/73687818/ (accessed 
19 Aug. 2020).

31. See sec. 3 for a detailed explanation of the paradigm concept used herein.
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3.  A Paradigm Concept of Cooperative 
Tax Compliance

3.1.  In general

The present analysis employs the elements of coopera-
tive tax compliance put forward in the OECD 200832 and 
201333 publications, alongside some elements identified in 
countries that have adopted cooperative tax compliance 
approaches. By putting together the elements of coopera-
tive tax compliance programmes such as first adopted by 
some countries and the pillars evidenced by the OECD 
in its 2008 and 2013 publication, a paradigm concept of 
Cooperative Tax Compliance was proposed and used to 
analyse the Russia approach.

According to the 2008 OECD publication, tax adminis-
trations should display: commercial awareness; propor-
tionality; openness, through disclosure and transparency; 
and responsiveness. On the other side, taxpayers should 
behave by providing disclosure and adopting transpar-
ency.

One of the parties must take the first step in terms of drop-
ping its weapons and demonstrating trust and coopera-
tion, which, if reciprocal, will create an enhanced rela-
tionship, such as that put forward in the 2008 OECD 
publication:34

The enhanced relationship is not an end in and of itself. Building 
the enhanced relationship is about creating a wider tax environ-
ment in which relationships based on trust and co-operation 
can develop. It is the outcome of the various strategies identi-
fied in this report.

It is up to revenue bodies to make the first move and this means 
using risk management effectively and developing capability in 
respect of the five attributes described in Chapter 6 in order to 
provide large corporate taxpayers with earlier certainty. In turn, 
large corporate taxpayers should then be willing to provide the 
additional disclosure and transparency to feed the risk-man-
agement process, allowing revenue bodies to allocate their 
resources effectively. 

The 2013 OECD publication investigated the characteris-
tics of an enhanced relationship, which on that occasion 
was renamed “Cooperative Compliance” by the OECD. 
A questionnaire, which 21 members of the Forum of Tax 
Administrations replied to,35 indicated how the pillars 
described in the enhanced relationship approach, pro-
posed in the 2008 OECD publication, have been put in 
place. Its chapter 4 discussed “The importance of the Tax 
Control Framework” in the context of Cooperative Tax 
Compliance,36 concluding that a TCF is an “essential” 
feature and of “central importance”,37 in the context of 
cooperative compliance. Chapter 5 exposed concerns that 
a close and long-term relationship between tax adminis-
trations and taxpayers may create incentives to engage in 
misconduct. To mitigate such risks, the need for “[i]nternal 

32. OECD, supra n. 5.
33. OECD, supra n. 6.
34. OECD, supra n. 5, at p. 42.
35. Three more countries later added their contributions to the survey, 

totalling 24 countries.
36. OECD supra n. 5, at p. 57.
37. OECD supra n. 5, at p. 87.

governance of co-operative compliance program within 
revenue bodies” was emphasized.

In looking at the experience of countries where coop-
erative tax compliance approaches have been imple-
mented, other elements and mechanisms were identified 
by the authors of this article, which were then employed 
in assessing Russian tax monitoring. In a recent publica-
tion,38 Hein and Russo (2020) reviewed the experience of 
12 selected countries, highlighting the features of cooper-
ative tax compliance outlined below in subsections 3.1.1. 
to 3.1.4. 

3.1.1.  Working in the present

As Hein and Russo state:39

One element of co-operative compliance that is usually classed 
as an advantage by all parties involved is that it focuses on the 
present rather than the past. This involves the TCF (making sure 
that the input and the process are correct and therefore the out-
put is acceptable), but also the possibility for the company and 
tax administration to confer on possible differences of opinion 
before or as they arise. Germany and Austria have (legal) tools 
for this: zeitnahe Betriebsprufungen (Germany) and begleitende 
Kontrolle (Austria). In other jurisdictions, these possibilities also 
exist but are not always so clearly defined. In Italy, the inter-
pello system is applied but strangely falls outside the scope of a 
co-operative compliance framework, with the implication that 
it could render co-operative compliance superf luous. Austra-
lia offers Annual Compliance Agreements and pre-lodgement 
compliance reviews. Spain has its Rule UNE …. Japan, however, 
only offers informal (i.e. not formally regulated) advance con-
sultations and administrative circulars. In the Netherlands, the 
desire to work in the present has been laid down in an adminis-
trative regulation, but not in the law.

3.1.2.  Agreeing to disagree

According to Hein and Russo, “[t]he possibility of agree-
ing to disagree seems to be formally possible in all juris-
dictions because the normal litigation procedures are not 
limited by the co-operative compliance programmes”.40

3.1.3.  Requirement of a formal instrument

Hein and Russo note that:41

Some jurisdictions have developed a system of co-operative 
compliance within the existing discretionary powers of the tax 
administration and do not require new legislation, such as the 
Netherlands and the United Kingdom, where co-operative com-
pliance is not regulated by law but based on a tax administra-
tion policy (and in the case of the Netherlands, formalized in 
a covenant).

In Norway and the United States, there is no formal instrument 
(such as a covenant) at all, but co-operative compliance has taken 
the form of an administrative programme, which a company 
can elect to participate in. In the United Kingdom, no formal 
instrument is required, as all large companies are assessed under 
the programme. 

38. R.R. Hein & R. Russo eds., Co-operative Compliance and the OECD’s 
International Compliance Assurance Programme (Kluwer Law Interna-
tional B.V. 2020).

39. R. Russo, Concluding Remarks and Observations, in Co-operative Com-
pliance and the OECD’s International Compliance Assurance Programme 
p. 272 (R.R. Hein & R. Russo eds., Kluwer Law International B.V. 2020).

40. Id.
41. Id., at pp. 272-273.
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Poland has an arrangement that is regulated by law that requires 
an individual agreement, whereas Australia has a system of 
reportable tax position schedules and streamlined assurance 
reviews. These examples show the range of variations.

3.1.4.  Tax control framework

With regard to the tax control framework, Hein and Russo 
comment that:42

In all jurisdictions covered, some form of control of the com-
pany’s tax position is required as a fundament to co-operation 
between the company and the tax administration. Another mat-
ter is the extent to which a tax administration should provide 
guidance on how to build a TCF. Some jurisdictions do provide 
guidance but usually at a highly abstract level. The new Polish 
system (effective 1 January 2020) seems to be the most far-reach-
ing. It includes published guidelines, normative requirements 
regarding the TCF’s effectiveness and a mandatory independent 
audit of the tax function. Such an audit is also mandatory under 
the Austrian system. It will be interesting to see whether this 
formal requirement will lead to formal or informal regulations, 
or some other form of guidance, on this point.

42. Id., at p. 273.

In Table 2, the authors have assembled these elements, 
together with the other elements of Cooperative Tax Com-
pliance proposed by the OECD, in order to form a para-
digm concept that can be used to evaluate the features of 
Russian tax monitoring. 

4.  Tax Monitoring: The Russian Approach to 
Cooperative Tax Compliance

4.1.  Regulatory framework

In 2012, Russia introduced a pilot project to promote 
“expanded interactions” between the tax administration 
and taxpayers. Agreements43 were concluded between the 

43. G.A. Gorina & R.G. Akhmadeev, Horizontal Tax Monitoring: The 
International Experience p. 31 (2014), available at https://cyberleninka. 
ru/article/n/gorizontalnyy-nalogovyy-monitoring-mezhdunarodnyy- 
opyt/viewer (accessed 3 Dec. 2020):
“The agreements are of an individual nature (they differ from one 
another), however, their meaning is identical. The agreements deal with 
procedural matters, in particular, intensity of audit inspections and tax 
control. The basic principles of the agreements include the collection of 
all types of tax, the effect of all legal acts, regulations, rights and duties 
without any restrictions, building relationships between the parties on 

Table 2 – Elements of Cooperative Tax Compliance used to form the paradigm concept of the present analysis

Source: Table produced by authors.
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tax administration44 and five large Russian companies 
to promote “enhanced information interactions”, i.e. JSC 
RusHydro, JSC Inter RAO UES, JSC Mobile TeleSystems, 
Ernst & Young (CIS) B.V., which joined the pilot project in 
2012, and OJSC Severstal, which joined in March 2013.45

The Russian Ministry of Finance defined tax monitor-
ing as:46

… a way of extended information interaction, in which an 
organization provides the tax authorities with real-time access 
to accounting and tax accounting data, which, in turn, frees the 
organization from conducting desk and field tax audits and 
retains the tax authorities’ ability to verify completeness and the 
timeline of the calculation (payment) of taxes and fees. … Thus, 
tax monitoring ensures predictability in the application of tax 
legislation: the taxpayer provides the tax authorities with access 
to their financial documents, and in return receives the right, in 
case of doubt, to ask the tax authorities for a reasoned opinion 
on the tax consequences of the transactions he undertakes. The 
tax monitoring regime significantly accelerates the resolution 
of disputes on the application of tax legislation and allows the 
taxpayer to avoid additional charges of taxes, penalties and fines 
in the future, and also reduces the burden of tax control. Tax 
authorities will not be able to conduct tax audits during the period 
of tax monitoring, except for the cases specified …. [Authors’ 
translation and emphasis.] 

Following the start of the pilot project, on 4 November 
2012, tax monitoring regulations were introduced into 
the Russian Tax Code under a section entitled “Tax 
control in the form of tax monitoring”47 (articles 105.26 – 
105.31).48 Subsequently, administrative instructions from 
the Federal Tax Services49 were issued, putting forward 
detailed guidance and clarifications regarding the tax 
monitoring regime.

On 21 February 2020,50 the Russian government approved 
a project to introduce modifications to tax monitoring51 

the basis of transparency, understanding and trust”. [Authors’ trans-
lation.] 

44. The agreements are concluded between the taxpayer and the regional 
division of the Federal Tax Service where the companies are registered.

45. Suvorova, supra n. 2.
46. Letter from the Ministry of Finance of the Russian Federation, The 

Federal Tax Service, 17 Dec. 2014, N ED-4-2 / 26194, available at http://
gospismo.ru/library/fns/fns8470/ (accessed 14 Aug. 2020).

47. Authors’ translation of “Налоговый контроль в форме налогового 
мониторинга”.

48. Russian Tax Code, sec. V.2. Tax control in the form of tax monitoring.
49. Such as the following administrative provisions: (i) Order of the Federal 

Tax Service, Forms and requirements of documents used in tax mon-
itoring, 21 Apr. 2017, available at http://base.garant.ru/71702484/ 
(accessed 17 Aug. 2020; (ii) Order of the Federal Tax Service, Require-
ments for the organization of the internal control system, 16 June 2017, 
available at http://base.garant.ru/71778320/ (accessed 19 Aug. 2020); 
and (iii) Letter of the Federal Tax Service, On compliance with the 
requirements of paragraph 3 of Article 105.26 of the Code, 16 July 2020, 
available at http://base.garant.ru/74393741/ (accessed 8 Sept. 2020).

50. Russian Federal Government, supra n. 30. 
51. The following reasons were presented for the reform: “a) the need to 

ensure tax receipts; b) the need to reduce the administrative burden by 
reducing tax audits and the timing of tax control measures; c) the need 
to improve information exchange between the tax authorities and tax-
payers through the use of modern high-tech solutions; d) the need for 
timely identification and analysis of risks, and prompt resolution of tax 
disputes; e) the need for a deep understanding of business models and 
industry specifics of payers’ activities; f ) the need to reduce the time-
frame for detecting violations of the legislation; g) the need to reduce the 
effect of the “human factor” during tax control; h) the need to further 
reduce the number of disputes with taxpayers by developing tools for 
harmonizing the tax base, the base for calculating insurance premiums 
and the objects of taxation; i) the need to reduce the number of docu-

by amending the Tax Code, with the intention of achiev-
ing the following objectives:52 

a) the creation of a new system of mandatory requirements 
for voluntary compliance … through the integration of tax 
control into the organizational and information environ-
ment of taxpayers … ;

b) the development of expanded information interaction by 
organizing access by tax authorities to information sys-
tems of payers in real time … ;

c) the development of a risk-oriented approach based on 
uniform standards used to create and develop risk man-
agement systems, including the transition to joint risk 
assessment based on informing payers on a timely basis 
of identified risks and receiving feedback from the payer 
to assess the effectiveness of the risk management system;

d) the development of interactive services, open program 
interfaces and analytical tools that ensure the automation 
of tax control by remotely launching an automatic control 
program in the information systems of payers to which tax 
authorities are provided access …;

e) the creation of conditions for increasing the level of confi-
dence of tax authorities in information systems of payers, 
as well as internal control and risk management systems 
…;

f) the further development and improvement of the tax 
authorities’ approval of the tax base, objects of taxation, 
the base for calculating insurance contributions of payers 
in order to increase the level of predictability of receipts 
of taxes, fees and insurance contributions to the budgets 
of the budgetary system of the Russian Federation;

g) an increase in the efficiency of procedures for resolving 
disputes …. [Authors’ translation] 

The proposed amendments to tax monitoring were pub-
lished by the Ministry of Finance as a draft Federal Law53 
on 13 August 2020 and are expected to be in force in 2021.

4.2.  The features of Russian tax monitoring

Within the Russian tax system, tax monitoring is under-
stood as a third form of “tax control”. Tax authorities can 
exercise their power through: (i) a desk tax audit, carried 
out at the location of the tax authorities;54 (ii) a field tax 
audit, carried out at the premises of the taxpayer;55 and/
or tax monitoring,56 carried out in the form of an elec-
tronic information exchange.57 For the periods covered 
by tax monitoring, the tax authorities are not allowed to 
commence a desk tax audit or a field tax audit unless one 

ments (information) submitted to the tax authority on paper and to 
encourage the transition of taxpayers to electronic document manage-
ment”. Russian Federal Government, supra n. 30, at ch. II(5) [authors’ 
translation].

52. Development and functioning of the tax monitoring system in the 
Russian Federation, ch. III(6), 21 Feb. 2020, available at http://base.
garant.ru/73687818/ (accessed 19 Aug. 2020).

53. Russian Federal Government, supra n. 4.
54. Russian Tax Code, sec. V, ch. 14, art. 88.
55. Russian Tax Code, sec. V, ch. 14, art. 89.
56. Russian Tax Code, sec. V.2, ch. 14.7, arts. 105.26 to 105.31.
57. A.A. Voronov, Monitoring as a Prospective Form of Tax Control, Bulletin 

of the University of Finance (2016), available at https://financetp.fa.ru/
jour/article/viewFile/402/329.pdf (accessed 17 Aug. 2020): “Tax moni-
toring is one of the forms of tax control that is carried out in the form of 
electronic information exchange and is used along with desk and field 
tax audits. Its objective is checking the correctness of the calculation, 
completeness and timeliness of payment (transfer) of taxes and fees”. 
[Authors’ translation.]
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of the exceptional situations listed in articles 88(1.1)58 and 
89(5.1)59 of the Russian Tax Code apply.

It should be noted that, in Russia, the term “tax control” 
refers to the tax administration’s power to monitor a tax-
payer’s affairs. It has a different meaning than the obliga-
tions imposed on enterprises under corporate governance 
regulations, i.e. the requirement to be in control of a com-
pany’s risks, which includes control over tax-related risks. 
As a result, companies are expected to dedicate, under 
their internal controls, specific controls related to tax-re-
lated risks, which comprise the “tax control framework”.60

Only large companies can apply for tax monitoring.61 In 
2019, around 4862 companies took part in tax monitoring. 
By the beginning of 2020, this number had increased to 
95 companies,63 which corresponded to around 30% of 
federal budget revenue. As a result of the 2020 reform, 
the number of taxpayers who may qualify for the regime 
is estimated to be 3,800 in 2022 and 7,800 in 2024.64

In order to participate, a company is required to apply to 
the “large taxpayer unit” of the tax administration where 
it is registered. Objective criteria regarding total income, 
aggregated amount of taxes paid and total assets, must be 
met in order to qualify for tax monitoring. In addition, 
the company must submit information regarding: (i) the 
company’s adherence to specific regulations for informa-
tion exchange; (ii) the structure of the organization; (iii) 
its accounting policy; and (iv) its internal control system.65

58. “1.1. When submitting a tax declaration (calculation) for the tax (report-
ing) period for which tax monitoring is carried out, a desk tax audit is 
not carried out, except for the following cases: 1) submission of a tax dec-
laration (calculation) later than 1 July of the year following the period 
for which tax monitoring is carried out; 2) submission of a value-added 
tax return, in which the right to a tax refund is declared, or an excise 
tax return, in which the amount of excise to be refunded is declared; 
3) submission of a revised tax return (calculation), in which the amount 
of tax payable to the budgetary system of the Russian Federation has 
been reduced, or the amount of the resulting loss has been increased 
in comparison with the previously submitted tax return (calculation); 
4) early termination of tax monitoring”. Authors’ translation of Russian 
Tax Code, sec. V, ch. 14, art. 88 (1.1.). 

59. “5.1. Tax authorities are not entitled to conduct field tax audits for the 
period for which tax monitoring is carried out in relation to taxes, the 
obligation of which to calculate and pay, in accordance with this Code, 
is imposed on the taxpayer, except in the following cases: 1) conducting 
an onsite tax audit by a higher tax authority – in order to control the 
activities of the tax authority that conducted tax monitoring; 2) early 
termination of tax monitoring; 3) failure by the taxpayer to comply 
with the reasoned opinion of the tax authority”. Authors’ translation 
of Russian Tax Code, sec. V, ch. 14, art. 89 (5.1.).

60. OECD, Co-operative Tax Compliance: Building Better Tax Control 
Frameworks p. 7 (OECD 2016), available at https://dx.doi.org/10.1787/ 
9789264253384-en (accessed 3 Dec. 2020), defines tax control frame-
work as “the part of the system of internal control that assures the accu-
racy and completeness of the tax returns and disclosures made by an 
enterprise. The TCF plays a central part in bringing rigor to the co-op-
erative compliance concept”.

61. The conditions are detailed in art. 105.23(3) Russian Tax Code. In a 
nutshell they include: (i) aggregated amount of taxes of at least RUB 
300 million; (ii) total income of at least RUB 3 billion; and (iii) total 
value of assets of at least RUB 3 billion.

62. RZD-Partner magazine, available at https://www.rzd-partner.ru/
other/interview/podvodnye-kamni-nalogovogo-monitoringa/ (accessed 
7 June 2020).

63. News briefing, available at https://buh.ru/news/uchet_nalogi/105433/ 
(accessed 8 Sept. 2020).

64. Russian Federal Government, supra n. 30, at ch. VII.
65. “1) the rules of information interaction; 2) information about enti-

ties participating in the organization that submits an application 

The requirements and framework regarding the com-
panies’ internal controls are provided in an adminis-
trative regulation66 of the Federal Tax Service, which 
closely follows the Committee of Sponsoring Organiza-
tions of the Treadway Commission (COSO) integrated 
framework.67 For a comparison of the components of the 
Russian internal control framework and the COSO inte-
grated frameworks, see the Appendix to this article. The 
administrative regulation regarding internal controls, 
which encompasses a tax control framework, is quite 
detailed. This raises the question of the effectiveness of 
the controls, as regulations that are too detailed may have 
the effect of inducing companies to engage in “tick-the-
box” behaviour.68 

The tax authorities must issue a decision allowing or 
denying the application. Refusals must be motivated and 
must be based on one of the cases listed in the Tax Code,69 
which, in summary, relate to a failure to share informa-
tion, such as that prescribed in the tax monitoring regu-
lations.

The tax authority takes into consideration industry risks 
and organization specific risks in order to formulate a tax 
monitoring plan and determine the applicable enforce-
ment measures. The risk profile of the organization is not, 
however, taken into consideration in deciding whether or 
not to accept or deny a taxpayer’s application to participate 
in tax monitoring. Risk profile is not listed70 as a reason 
to deny an application. Therefore, although unlikely, it 
should be possible for a high-risk large company to apply 
for, and be accepted into, the tax monitoring programme.

This approach is not totally aligned with the 2008 OECD 
publication,71 which views the risk-management process 
as an essential mechanism that will allow tax administra-
tions to identify which taxpayers could potentially enter 
into an enhanced relationship and which ones should 
be more closely monitored or even assessed. This has 
also created an objective criterion that justifies, in law, a 

for tax monitoring, and the share of such participation is more than 
25 percent; 3) accounting policy for the purposes of taxation of the orga-
nization, in force in the calendar year in which the application for tax 
monitoring is submitted; 4) internal documents regulating the organi-
zation’s internal control system”. Authors’ translation of Russian Tax 
Code, art. 105.27(2).

66. Administrative provision. Requirements for the organization of the 
internal control system, 16 June 2017, available at http://base.garant.
ru/71778320/ (accessed 19 Aug. 2020).

67. COSO integrated framework refers to guidelines issued by a Commit-
tee of 5 private organizations on “enterprise risk management, internal 
control and fraud deterrence”. For more information, see https://www.
coso.org/Pages/erm.aspx (accessed 14 Dec. 2020).

68. R. Russo, Risk Management, Internal Control and Cooperative Com-
pliance in Taxation, in The Future of Risk Management, Volume I: Per-
spectives on Law, Healthcare, and the Environment (P.D. Vincentiis, 
F. Culasso, & S.A. Cerrato eds., Palgrave Macmillan 2019).

69. The reasons that justify a refusal by the tax administration to conduct 
tax monitoring include: “1) a failure to submit or an incomplete submis-
sion by the organization of documents (information) … ; 2) non-com-
pliance by the organization with the conditions … ; 3) inconsistency 
in the information exchange, non-compliance with the form and with 
the requirements provided by the regulation of information exchange; 
4)  non-compliance with the requirements for the internal control 
system”. Authors’ translation of Russian Tax Code, art. 105.27(5).

70. Russian Tax Code, art. 105.27(5).
71. OECD, supra n. 5, at p. 23.
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more favourable relationship for some taxpayers without 
breaching the principle of equality before the law.72

As such, considering that taxpayers need to be treated 
equally before the law, it could be argued that SMEs, and 
even large companies that do not meet the financial crite-
ria, are being excluded from tax monitoring on the basis of 
unreasonable criteria. Greater income, more assets and the 
payment of more taxes by corporations (article 105.26(3) 
of the Russian Tax Code) are not objective criteria allow-
ing the tax authorities to grant them a more favourable 
treatment, such as direct access to the tax authorities and 
the possibility to request a reasoned opinion. As discussed 
by the OECD, access to these benefits should be based on 
the taxpayer’s ability to implement an effective TCF and 
on its willingness to transparently share information with 
the tax administration.73 In Russia, tax monitoring is not 
accessible to companies who may have implemented an 
effective TCF and are willing to transparently share infor-
mation, but do not meet the financial criteria. The changes 
introduced in the draft Federal Law74 (discussed in section 
4.4.) will mitigate this problem at least in relation to large 
companies, as a lower threshold regarding financial trig-
gers will be adopted.

Companies accepted into the tax monitoring program-
ming must assume the following obligations: (i) to broadly 
provide tax-related information, following a strict layout 
in an electronic form; (ii) to implement specific account-
ing and tax registries and procedures; and (iii) to have in 
place internal control systems that comply with specific 
requirements.75 In practice, tax authorities gain real-time 
and online full access to all tax-related information of the 
company, including access to the companies’ accounting 
and tax systems.

A considerable advantage for taxpayers is the possibility 
to request76 a “reasoned opinion” where there are “doubts 
or if they need clarification regarding the correctness of 
the calculation (withholding), completeness and timeli-
ness of payment … , as well as other facts regarding the 
economic life of the organization” [authors’ translation].77

The tax administration must issue a reasoned opinion 
within one month, subject to the possibility of a one-
month extension if further documents or information 
is needed.78 The taxpayer must notify the tax adminis-

72. Different taxpayers shall be treated differently, i.e. riskier ones shall be 
closely audited and investigated.

73. OECD, supra n. 6, at p. 47: “So long as revenue bodies entering into 
co-operative compliance with taxpayers do so on the basis of an explicit 
and objective assessment of the taxpayer’s ability and willingness to 
provide the necessary disclosure and transparency and of the adequacy 
of the TCF in place, there would seem to be no conf lict with the princi-
ple of equality before the law”.

74. Russian Federal Government, supra n. 4.
75. The company must comply with strict forms and requirements, detailed 

in the “Regulations on information interaction”, available at http://base.
garant.ru/71702484/3e22e51c74db8e0b182fad67b502e640/#block_ 
3000 (accessed 14 Aug. 2020).

76. Federal Tax Service, 21 Apr. 2017, N ММВ-7-15 / 323, Appendix no. 
7. Request for a reasoned opinion of the tax authority (form accord-
ing to KND 1110305), available at http://base.garant.ru/71702484/ 
1a3794674ba91f b6f13d1885dca9f9e1/ (accessed 21 Aug. 2020).

77. Russian Tax Code, art. 150.30(4). Authors’ translation.
78. Id., at art. 150.30(5).

tration, within one month from receipt of the reasoned 
opinion, whether or not it agrees with the reasoned opin-
ion.79 In the event that the taxpayer disagrees with the rea-
soned opinion, it will present its reasons to the tax author-
ity in charge of the tax monitoring. This will probably 
be followed by an on-site inspection (field tax audit), as 
a failure to comply with a reasoned order is grounds for 
such an inspection.80 If the taxpayer continues to disagree, 
the taxpayer’s disagreement, together with the necessary 
supporting documentation, is to be sent to the federal 
executive body of the Federal Tax Services and a mutual 
agreement procedure is commenced.81 If the taxpayer 
still does not agree with the decision of the federal execu-
tive body, it is possible that tax monitoring will be termi-
nated early based on one of the reasons laid down in the 
Tax Code.82 The “agree to disagree” approach is applica-
ble to discussions at an administrative level but once the 
company goes to court, the practical result might be exclu-
sion from tax monitoring, as the company will be deemed 
to be non-compliant with an administrative order.

During tax monitoring, a reasoned opinion can also be 
issued at the initiative of the tax authorities in the event 
that they identify an “incorrect calculation, an incomplete 
or an untimely payment by the company of taxes, fees, 
insurance premiums” [authors’ translation].83

The reasoned opinion is binding both on the tax adminis-
tration and the taxpayer. As such, it provides tax certainty 
to taxpayers and predictability in terms of tax revenue to 
the tax administration.

The continuation of the programme,84 and the proposal 
to broaden access to more companies, indicate that the 
experience with tax monitoring in Russia has been posi-
tive. This opinion seems to be shared by the participants 
in Russian tax monitoring. Alexey Alekseevich Voronov 
(2016),85 has indicated the following main pros and cons:

79. Id., at art. 150.30(6).
80. Id., at sec. V, ch. 14, art. 89 (5.1.) 3.
81. Id., at art. 150.30(8) and art. 150.31.
82. “Tax monitoring is terminated early in the following cases: 1) non-com-

pliance by the organization with the rules of information exchange, 
which then becomes an obstacle to tax monitoring; 2) identification by 
the tax authority of the fact that the organization has provided inaccu-
rate information in the course of tax monitoring; 3) systematic (twice 
or more) failure to submit documents (information) or explanations to 
the tax authority during tax monitoring in the manner prescribed by 
Article 105.29 of this Code”. Authors’ translation of Russian Tax Code, 
art. 150.28.

83. Russian Tax Code, art. 150.30(3).
84. Russian Federal Government, supra n. 4.
85. A.A. Voronov, Monitoring as a Prospective Form of Tax Control, Bulletin 

of the University of Finance (2016), available at https://financetp.fa.ru/
jour/article/viewFile/402/329.pdf (accessed 17 Aug. 2020), states: 

In Russia, the results of the pilot project were also recognized as suc-
cessful. … EY notes that they met with the tax authorities on a reg-
ular basis throughout the entire period of the agreement to clarify 
the applied procedure for tax accounting of transactions and discuss 
other issues”, Ivan Rodionov, partner of EY’s tax practice, told RBC. 
RusHydro noted that they closely communicate with the tax author-
ities on a weekly basis. Sergei Arakelov, Deputy Head of the Federal 
Tax Service of Russia, noted in his speech that “during the pilot proj-
ect, its participants received clarifications on 50 requests, and it was 
possible to settle some tax disputes that reached the courts”. Accord-
ing to the Federal Tax Service of Russia, the number of tax disputes 
among some companies has decreased significantly. For example, 
the court case of the Federal Tax Service and Inter RAO ended in 
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– easy access to tax authorities;
– possibility to easily clarify doubts with the tax author-

ities;
– commercial awareness of tax authorities;
– decrease in the number of on-site inspections;
– decrease in court disputes;
– better predictability of tax regulations; and
– not all participating companies ensured full disclo-

sure and transparency.

4.3.  Examples based on comments by participants in 
Russian tax monitoring 

In the process of researching this article, the authors used a 
structured questionnaire to collect the opinions of one tax 
inspector and one tax advisor who had participated in tax 
monitoring. This data does not constitute a methodologi-
cally collected sample and therefore does not necessarily 
ref lect the overall Russian experience with tax monitor-
ing. The comments shared, however, illustrate impres-
sions from current participants in tax monitoring. They 
also shed light on the relationship environment between 
taxpayers and the tax administration to date.

4.3.1.  Tax monitoring is a success, but some remarks are 
in order

At first glance, tax monitoring may indeed be consid-
ered a success especially in terms of timing and ease of 
compliance. It should be noted, however, that once the 
tax administration spots a suspicious transaction that 
requires adjustment, the tax administration issues a “rea-
soned opinion” requesting that adjustments be made or 
clarifications provided. If the company fails to do so, an 
on-site inspection (field tax audit) can be initiated.

The practitioners shared concerns regarding situations in 
which the Federal Tax Office makes a mistake and for-
malizes it in a reasoned opinion, i.e. by requesting that 
an “incorrect” adjustment be made. If such a request 
for an “incorrect” adjustment is ordered via a reasoned 
opinion, which is mandatory in nature, then the company 
has limited options in terms of objecting to the assess-
ment and defending its rights, resulting in lengthy and 
expensive court proceedings. To avoid this situation, large 
enterprises may consider hiring an in-house tax advisor, 
dedicated to tax compliance, instead of entering into tax 
monitoring.

an amicable agreement for a total of 37.1 million rubles. According 
to Vedomosti, MTS and RusHydro are satisfied with the reduction 
in fiscal risks due to the increased predictability of tax regulation. 
However, with extended information contact with the tax inspec-
torate, companies face the question of the extent of data disclosure. 
According to Vedomosti, only RusHydro, Severstal and Inter RAO 
ensured “complete transparency”. Other companies limited them-
selves to an agreed list of data, related to the “specifics of the activity”. 
According to the companies participating in the pilot project, the 
main advantage of tax monitoring is the preliminary settlement of 
disputes, something which is short-sighted to risk in order to conceal 
any illegal schemes. … In brief, it should be noted that the use of tax 
monitoring, on the one hand, contributes to the establishment of a 
completely different level of relations between large companies and 
tax authorities during tax control and improving the quality of tax 
administration. On the other hand, the use of tax monitoring for 
companies can create negative consequences. [Authors’ translation.]

In addition, the interviewed individuals highlighted that 
the Federal Tax Office, which is part of the government, 
may not be impartial in respect of administrative disputes. 
There is a shared assumption among participants of tax 
monitoring that, by cooperating with large corporations 
on tax matters, the Federal Tax Office could be provid-
ing advice on how to pay less taxes or no taxes at all. Or 
the Federal Tax Office could end up engaging in oppor-
tunistic behaviour, involving the use of their privileged 
position, to increase tax collection. The extent to which 
the Federal Tax Office (which is the ultimate government 
arm in charge of collecting taxes) is prepared to issue an 
unbiased and impartial decision remains unclear.

Another issue stems from the fact that the participants 
in tax monitoring are, in many instances, large corpora-
tions86 in which the Russian government has a stake. It is 
unlikely that such companies will provide negative feed-
back regarding tax monitoring. The entities with no state 
capital, however, have been “strongly advised” to join the 
programme.

4.3.2.  Burden of preparatory measures to join tax 
monitoring versus reduction of documents 
exchanged

Indeed, according to an official interview with Marina 
Krasheninnikova (Head of Tax Monitoring Directorate 
at the Federal Tax Service of Russia), there was an average 
annual reduction in requested documents of 9.4 million 
pages or 12,000 files. In addition, with regard to the 
approximately 44 companies that entered into tax moni-
toring before 2019, only a few tax inspectors were needed 
to conduct tax monitoring.

Nevertheless, the pre-tax monitoring compliance burden 
is rather high. As an example, prior to entering into tax 
monitoring, the company has to carry out significant 
due diligence to identify, mitigate and disclose its risks. 
In doing so, companies usually hire external tax and legal 
teams to help with the preparatory processes, which, in 
many instances, can easily take up to six months. The 
company is naturally reluctant to disclose serious risks 
and, therefore, where such risks exist, it has to make sure 
that they are properly controlled. Both the risks and 
the way they are controlled must be disclosed to the tax 
authorities. Indeed, such risks include tax risks. Accord-
ing to the tax practitioner’s input, “there is no way that 
high risk profile companies will opt for tax monitoring 
or that they will not mitigate such risks e.g. by settling tax 
debts prior to the application for tax monitoring”.

Moreover, the company has to ensure that it is in a posi-
tion to implement an effective and safe exchange of doc-
uments. It is common for companies to hire IT teams to 
implement this. 

86. Tax monitoring was designed to increase transparency and fiscal 
control over the biggest companies that, together, generate 12.25% of 
all taxes paid. This fact is based on a public interview with the head of 
the Federal Tax Office of 24 Aug. 2020, available at https://www.glav 
bukh.ru/news/32805-plyusy-nalogovogo-monitoringa-intervyu-s-na 
chalnikom-fns (accessed 20 Sept. 2020).
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Overall, although the number of documents has signifi-
cantly reduced during tax monitoring, the initial burden 
on a company eager to apply for tax monitoring is rather 
high and costly. This might explain why only a limited 
number of companies have opted for tax monitoring to 
date.

4.3.3.  Administrative procedure for applying for tax 
monitoring

There are several ways for tax administrations to gain 
access to the documentation of the company. In the appli-
cation for tax monitoring, the company indicates:
– information on organizations and individuals with 

more than a 25% direct and/or indirect participation 
in the organization;87 

– the selected procedure for providing the documents 
necessary for tax monitoring, either in electronic 
format or by granting access to the information 
systems of the organization;88 and

– the company’s accounting policy for tax purposes in 
force in the calendar year in which the application for 
monitoring is submitted.

4.3.4.  Rotation of tax officials in charge of 
tax monitoring

To mitigate the risks of corruption and non-objective 
tax evaluation, it is common to see a rotation of the tax 
inspectors in charge of the files, practices and/or depart-
ments. Indeed, over the years, the close relationships that 
are built between the tax inspector and the company may 
be abused by one of the parties, leading to risks.

In Russia, there is an internal Code of Conduct for tax 
inspectors, which prohibits inspections of related parties, 
i.e. spouses, other family members and relatives, friends 
etc. Meanwhile, in order to ensure rotation in respect 
of files on a regular basis, the tax office has to be well-
equipped in terms of human resources. Not all tax offices 
are in a position to do so, especially smaller tax depart-
ments, i.e. those within small cities where the tax inspec-
tors are overloaded and such rotation is not possible. In big 
cities, however, such as Moscow, St. Petersburg, Novosi-
birsk, Ekaterinburg, Kazan, etc., rotation is feasible. There 
is no official data as to whether or not there is regular rota-
tion of tax inspectors on files subject to tax monitoring. 
Most entities that have opted for tax monitoring, however, 
have their head office in the capital. 

4.4.  The 2020 tax monitoring reform

A draft Federal Law,89 published on 13 August 2020, con-
tains changes proposed by the Russian government on 21 
February 2020.90 These changes are intended to improve 
tax monitoring by promoting a higher degree of interac-
tion between taxpayers and tax administrations, further 

87. Order of the Federal Tax Service of Russia of 7 May 2015, No. ММВ-7-
15 / 184.

88. Id., at Appendix 2.
89. Russian Federal Government, supra n. 4.
90. Russian Federal Government, supra n. 30.

digitalization, real-time access to information and broader 
access to tax monitoring. Proposed modifications to Parts 
One and Two of the Russian Tax Code will result in the 
following changes:

– Lower triggers to meet the entry criteria:
– the conditions to apply for tax monitoring will 

no longer be cumulative;
– a gradual reduction of the aggregated amount of 

taxes from RUB 300 to 100 million;
– a broadened definition of the aggregated amount 

of taxes to include other payments;
– a reduction in total income from RUB 3 billion 

to 1 billion; and
– the aggregate value of assets will be reduced 

from RUB 3 billion to 1 billion.91

– Cases where desk or field tax audits can be initiated 
will be more limited.

– Cases where tax authorities can issue a reasoned 
opinion on their own initiative will be more restricted.

– Taxpayers will no longer have to apply every year for 
tax monitoring.

– The tax authorities will be granted the possibility 
to request documents and information from third 
parties regarding companies that are party to tax 
monitoring.

– Where the tax authority determines that there 
are grounds for early termination of tax monitor-
ing, before excluding a company from tax moni-
toring, it must first electronically communicate to 
the company the issues and allow the company to 
provide explanations.

5.  Conclusion

Most of the features and elements of Cooperative Tax 
Compliance recommended by the OECD in its 2008 and 
2013 publications are expressly addressed in the Russian 
tax monitoring regulatory framework. The February 2020 
Order from the Russian government92 expressly mentions, 
as features of Russian tax monitoring: commercial aware-
ness, impartiality, proportionality, openness in terms of 
disclosure and transparency, responsiveness and risk 
assessment of taxpayers. A provision of the Federal Tax 
Service93 expressly requires cooperation from taxpayers 
and trust can also be inferred from that same document. 
Internal controls, with specific requirements for a TCF, 
are required by the Russian Tax Code94 and detailed in a 
provision of the Federal Tax Service.95 An internal gover-
nance programme within the tax administration was not 
identified in researching this article, at least not within the 
regulatory framework of tax monitoring.

91. Proposed modifications to be introduced to art. 105.23(3) of the Russian 
Tax Code. Development and functioning of the tax monitoring system 
in the Russian Federation, ch. 5, 21 Feb. 2020, available at http://base.
garant.ru/73687818/ (accessed 19 Aug. 2020).

92. Russian Federal Government, supra n. 30.
93. Federal Tax Service, N ММВ-7-15 / 323, 21 Apr. 2017.
94. Russian Tax Code, arts. 105.26(7) and 105.27(2).
95. Federal Tax Service, N ММВ-7-15 / 509, 16 June 2017.
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Also, the specific elements of Cooperative Tax Compli-
ance, as extracted from the experience of countries that 
implemented Cooperative Tax Compliance before Russia, 
were found to exist under the Russian Tax Monitoring 
programme. It should be noted, however, that the “agree 
to disagree” feature was only partially implemented, as 
companies that do not implement a decision issued within 
the administrative appeal framework can potentially be 
excluded from tax monitoring. Liquidation of past tax 
debts is not a formal requirement to participate in tax 
monitoring.

The authors noted that the Russian tax monitoring 
approach goes far beyond the pillar of openness, by intro-
ducing an innovative feature, which is real-time, remote 
and unrestricted access by the tax authorities to the tax-

payer’s tax and accounting systems.96 Such systems, in 
addition, are to be formatted based on a predetermined 
layout.97 The Russian tax administration has moved from 
a position of being a user of information to being a user of 
the taxpayer’s system. This seems to be only one step away 
from the tax administration being able to directly input 
amendments and corrections into the taxpayer’s system.

It can be concluded that Russian tax monitoring is very 
closely aligned with the OECD concept of Cooperative 
Tax Compliance, having adopted many features of the 
approaches implemented in other countries. Table 3 sum-
marizes a comparison between the two approaches. 

96. Russian Federal Government, supra n. 30, at ch. III(6)b.
97. Id., at ch. IV(8).

Table 3 – A comparison of a paradigm concept of Cooperative Tax Compliance with the Russian Tax Monitoring approach

Source: Table produced by authors.
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Appendix

Table 4 –  Comparative table of Russian administrative regulation prescribing the requirements for an internal control 
system, with the COSO integrated frameworks
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