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Abbreviations

CCD ‑ Customs Cargo Declaration
FD – Federal District

FL ‑ Federal Law

GOST ‑ All-Union State Standard

GSP ‑ General System of Preferences

IEC – International Exhibition Center

MMW – Minimum Monthly Wage

MPL ‑ Maximum Permitted Levels

PE – Permanent Establishment

R&D ‑ Research & Development 

RF – the Russian Federation

RO – Representative Office

SanPiN ‑ Sanitary Regulations and Norms

USAIS ‑ Unified State Automated Information System

VAT – Value Added Tax

Sources of information

The Russian statistic committee (Rosstat)

The State Customs Committee of the Russian Federation

The Russian Tax Code

The Central Bank of the Russian Federation (CBR)

United Nations Commodity Trade Statistics

Industrial portals and business press

Introduction

This research was conducted by order of the Embassy of Brazil in January-February 2010.

The main goals of this research are to get the detailed information on the size and structure of the target market, for acceptance by the Brazilian companies of strategic decisions; to describe current trends of development of the market of target products, including following basic themes: 

· Domestic production;

· Import;

· Export;

· Consumption;

· Main supplier countries;

· Major factors for import influence;

· Main importers;

· Market characteristics;

· Market access;

· Distribution structure;

· Customs in trade;

· Comments on the Brazilian production;

· Possibilities for cooperation with Brazilian companies;

· Industrial associations;

· Conclusions and recommendations.

Geographical Market

Russia

Target Products

Cachaca

Period of analysis

2005 - 2009

PART 1.  IMPORT ANALYSIS

1.1 Product import

In 2009 the volume of import of cachaca in physical terms increased 1,5 times and was 3,9 mln.liters; in money terms the import volume showed 212% growth and increased to 100,9 mln.USD
 (Table 1.1.1, Figure 1.1.1, Figure 1.1.2).

The average price per liter of the beverage in 2009 was 24% higher comparing to 2008: 25,7 USD per liter. During 2005-2007 the average price grew steadily from 10,8 to 25,7 USD per liter (Table 1.1.1, Figure 1.1.3).

Table 1.1.1 Import volume of cachaca, growth rates and average prices in 2005-2009

	Index
	2005
	2006
	2007
	2008
	2009

	Import volume, th.liters
	6,4
	1,6
	12,7
	1,6
	3,9

	Growth index, %
	 
	-75%
	685%
	-88%
	153%

	Import volume, th.USD
	69,0
	27,2
	177,1
	32,3
	100,9

	Growth index, %
	 
	-61%
	551%
	-82%
	212%

	Average price, USD per liter
	10,8
	16,8
	14,0
	20,8
	25,7


Source: Customs statistics
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Source: Customs statistics
Figure 1.1.1 Import volume of Cachaca in Russia in 2005-2009, in physical terms
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Figure 1.1.2 Import volume of Cachaca in Russia in 2005-2009, in money terms
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Figure 1.1.3 Average price in 2005-2009, USD per liter
Short-term prospects

The new rules for import of alcohol were put in force on January 1 2010, according to which the licensing of all importing alcohol liquids is indispensable, i.e. license-free mode ceased to exist December 31, as agreements on non-tariff regulation of the Customs Union with Kazakhstan and Belarus came into effect on the following day.

The Federal Customs Service announced that now there is some easing of the requirements, but this regime won’t be cancelled. It’s not the first complications with importing goods that happened in Russia; some time ago other importers of goods (such as electronic gadgets and vitamins) experienced similar problems.

The Ministry of Industry and Trade started issuing licenses for alcohol import in the third part of January and since January 25 import flow of alcoholic beverages resumed. Thus, almost till the end of January the importers of alcoholic production were not able to clear their goods through customs.

In the first quarter of the year the volume of imported cachaca is expected to be lower than the previous year.

The government of Russia is planning to lower the consumption of strong alcoholic liquors and to increase the consumption of low alcoholic beverages; nevertheless the import of the target product have a potential to some growth, because the import volumes of the product is of rather small amount (comparing to total volume of strong drinks) that undoubtedly is of constant demand in Russia. 

1.2 Primary factors influencing import

a. Trade contracts

At present the strongest influence on the import of alcoholic production renders the Customs union of Russia, Belarus and Kazakhstan established recently. The introduction of the obligatory licensing of alcoholic products resulted in stoppage of import production on the border of the Russian Federation at the beginning of January 2010. The importers claimed that they were not notified in time about introduction of this norm and did not have time to process necessary documents. Such a situation will change in March as from March, 1 importing of alcohol to Russia will be possible under the general license, instead of single-use license. According to the act of the Ministry of Industry and Trade of the Russian Federation (Minpromtorg) these general licenses will be given on the general volume of the imported products.

As of February 1, 2010 the importers file 3567 applications for the receipt of general license for importing of more than 164 million deciliters of alcoholic production. 

In accordance with the decision of Commission of the Customs union from January, 27, 2010 #168 general licenses for the certain categories of commodities, including alcoholic products are given on the basis of decisions of governments of the states ‑ participants of the Customs union. 

In addition, the further work of the Customs union will cause changes of some technical regulations of the Russian Federation. 

b. Transport system

Freight is one of the key support services linking buyers to producers. This industry relies upon systems of transportation, logistics and warehousing to transport products internationally. Many companies provide documentation services such as the provision of required certificates and customs clearance.

There were two ways of transportation of cachaca to the Russian Federation:

· Directly from Brazil to Russia as sea freight: in 2009 around 9% of total import volume of the product (in physical units) was shipped using this scheme;

· Through European countries: from Brazil to some European port by sea, then to the borders of the Russian Federation either as roadway freight or as rail freight; the former is the most common scheme – the share of such transportation type used for the product increased from 55% of the total volume of import (in physical units) in 2005 up to 90% in 2009. 

Around 95% of total volume of imported cachaca in physical terms (92% in money terms) was transferred into the following regions (in descending order): Moscow, St.Petersburg and Kaliningrad.

Approximate distances between main Russian destination cities and the capital of Brazil are in the table below.

Table 1.2.1 Approximate distances between the Russian cities and the capital of Brazil, km

	City
	Russian cities

	
	Moscow

(Moscow region)
	St.Petersburg

(Leningradskaya oblast)
	Kaliningrad

(Kaliningradskaya oblast)

	Rio de Janeiro
	11368
	11141
	10348


c. Standardization of imported product, packing, label, “design”

There are strict requirements to labeling of food products in Russia.

These requirements are set by the laws of the Russian Federation, regulations of the Government of the Russian Federation, by-laws of Federal authorities, and also by directives and regulations of the European Economic Community (EEC), such as:

· The Civil Code of the Russian Federation;

· FL
 "Concerning the Protection of Consumer Rights";

· FL "Concerning Food Quality and Food Safety";

· FL "Concerning Technical Regulation";

· FL "Concerning Trade marks, Service marks and Appellations of Origin of Goods";

· FL "Concerning Advertisement";

· FL "Concerning the Sanitary and Epidemiological Welfare of the Population";

· FL "Concerning State Control over Production and Sales of Ethanol, Alcoholic and Alcohol-containing products”;

· Directive 79/112/EEC “On the Approximation of the Laws of the Member States relating to the Labeling, Presentation and Advertising of Foodstuffs for Sale to the Ultimate Consumer” (in the Russian Federation this Directive are persuasive rather than prescriptive).

Federal Law “Concerning the Protection of Consumer Rights” sets general requirements on the product information that are to include:

-
codes of standards compulsory requirements of which commodities must meet; 
· information of basic consumers properties of commodities; 

· guarantee term, if it is set; 

· regulatory terms of effective and safe use of commodities; 

· place of business, commercial name of manufacturer (performer, sales agent) and place of business of organization(s) authorized by manufacturer (by sales agent) on acceptance of claims from consumers and on technical support.
This information must be brought to the notice of consumers «in technical documentation enclosed to commodities, on labels, by marking or applying another method, accepted for certain types of commodities».

Requirement to content of packing of alcoholic beverages are set in the national standard of the Russian Federation GOST R 51074-22003 "Food products. Consumer information. General requirements" with the date of introduction from July, 1 2005 

GOST R 51074-22003 has been worked up with the purpose of protecting of Russian consumer market from penetration of off-grade commodities and sets the requirements to information about food stuffs made by domestic producers and about imported ones. 

In the part "General requirements to information for consumer" of this document it is marked that all the products are required to have labeling and relevant information in the Russian language. The information must be presented directly with food product as a text, conditional sign and pictures on consumer container, label, back label, collar label, cork, information leaflet using the method accepted for certain types of food products. At the same time text and inscriptions in Russian can be duplicated in the official languages of the subjects of the Russian Federation and (or) in foreign languages in accordance with linguistic norms.

According to this standard the label must include the following information:

· Product name;

· Manufacturer's name and location
 and the address of the organization duly authorized by the manufacturer to accept claims from consumers in the territory of the Russian Federation (if any);

· Bottling or registration date;

· Volume;

· Manufacturer's trademark (if any)
;

· Ethyl alcohol content (% of total volume);

· Sugar content;

· Storage conditions;

· Name of flavors, spices and dyes (if any);

· Food additives, flavors, biologically active food additives, ingredients of unconventional food products;

· Reference to the regulatory document or technical specifications the product complies with and can be identified by;

· Certification information;

· Health Warning (in Russian): “Alcohol is not for children and teenagers up to age 18, pregnant and nursing women or for persons with diseases of the central nervous system, kidneys, liver and other digestive organs”.

There are several special demands for the import production. For example, each bottle of the product is required to be labeled in Russian. The label can be placed on the bottle before shipment at the exporter’s warehouse or producer’s warehouse or after customs clearance, but must always be in place before the product reaches the retail market. There are no specific design requirements for the label. 

Packaging and Container Requirements

Product information must be placed directly on the package in a convenient location.

The bottling date of transparent colorless liquid products bottled in colorless containers may be marked on the reverse side of the label. In case the package cannot accommodate the complete text of the required information, the manufacturer can place all or part of the information on an insert that accompanies each product unit or on a group package.

When food products are sold at retail in an unpackaged form and when food products are packaged within the sales area in the presence of the consumer, the retailer can, at their discretion, provide information about these products on an insert accompanying each consumer packaging unit, on the price tag, or within the sales area in the immediate vicinity of the product.

Import Documentation for Cachaca

The importer is required to provide the customs office with a product certificate issued by the relevant Russian certification entity. This document (a notarized copy is acceptable) has to be submitted to the customs office when the product crosses the border. To get this certificate the importer must provide the relevant service with the following documents (faxed copies are accepted):

· Contract signed between the exporter and importer;

· Certificate of Origin;

· Certificate of Quality;

· Certificate of Analysis along with the samples (three bottles per each name);

· Import license of the importer;

· License of the customs warehouse (where the product are to be cleared); 

· Excise stamps documents set.

Also useful are:

· Commercial invoice;

· Delivery Contract;

· Bill of Lading;

· Freight customs declaration;

· Bill of lading or airway bill;

· Packing list;

· Inspection certificate.

1.3 Enterprises-importers

During 2005-2009 around 19 companies in Russia were engaged in cachaca import; in 2009 the product was imported by only 5 firms. Majority of these companies were located in Moscow, St.Petersburg and Kaliningrad. Most importers have established trading houses that serve as wholesalers and distributors. In general, such a trading house usually has two departments ‑ one in charge of distribution to off-trade channels, and the other responsible for supplying on-trade business.

The key importers of the target range of products, the volumes of imported cachaca, and their contact information are presented in the tables below (Table 1.3.1, Table 1.3.2). 

The leading position in 2009 had LLC "BIG" – last year it provided around 79% of import volume (in physical terms) and 84% (in money terms). 

Since 2005 the number of companies that received the product in Russia has been decreasing: in 2005 cachaca was imported by 11 importers, in 2006 – by 10, in 2007 – by 8, in 2008 – by 6 and in 2009 there were only 5 companies that operated in this area.

Table 1.3.1 Top20 of importers of cachaca in 2005-2009, in physical and in money terms

	INN
	Receiver
	Address
	Tel/Fax
	Web
	liters
	th.USD

	
	
	
	
	
	2005
	2006
	2007
	2008
	2009
	2005
	2006
	2007
	2008
	2009

	7727534914
	LLC "BIG"
	15201 MOSCOW, PR. KASHIRSKIY, D.23
	+7 (495) 4118919
	
	
	
	4238,2
	
	3096,0
	
	
	55,3
	
	84,9

	7717089615
	PECHORSKIY FILIAL  CJSC "KAPO Duty Free"
	181500 Pechory, MAPP "Kunichina Gora"
	
	
	
	
	120,0
	86,4
	322,6
	
	
	2,7
	1,8
	5,0

	7801077583
	CJSC "MOZEL'"
	199178 St-PETERSBURG, 12-YA LINIYA V.O., D.11 LITER A, K.6
	+7 (812) 5281083 
+7 (812) 5289673 
	
	127,7
	503,7
	336,0
	436,8
	252,0
	2,0
	8,4
	5,8
	8,6
	4,5

	3907007331
	LLC "VAYTHAUER-FILIPP"
	236010 KALININGRAD, KASHTANOVAYA ALLEYA 47
	+7 (4012) 960898, +7 (4012) 960856
	www.philipp-kld.ru
	38,6
	144,5
	205,4
	183,1
	248,6
	0,8
	3,0
	4,7
	4,3
	6,3

	7717089615
	BELGORODSKIY FILIAL  CJSC "KAPO Duty Free"
	BELGOROD
	
	
	
	
	
	
	9,6
	
	
	
	
	0,2

	0562068712
	CJSC "JUG Duty Free"
	367012 Makhachkala, ul.Pushkina, d.4
	+7 (8722) 683092
	
	
	
	
	2,4
	
	
	
	
	0,0
	

	2636026618
	CJSC "AERO REGION"
	355000 STAVROPOL', PR. K. MARKSA, 74
	+7 (8652) 261909  +7 (8652) 261882 
	
	
	14,4
	14,4
	
	
	
	0,2
	0,3
	
	

	3915000107
	LLC "KENIGSBERG-TREYDING"
	238420 BAGRATIONOVSK,UL.POGRANICHNAYA,d.57
	+7 (4012) 953354

+7 (4012) 954573 
	
	
	72,0
	
	
	
	
	1,4
	
	
	

	4027053254
	LLC "NPK SERVIS"
	248600 KALUGA UL.VOSKRESENSKAYA 15
	+7 (4842) 783422
	
	1357,2
	374,4
	1750,3
	
	
	16,5
	4,6
	22,2
	
	

	5256024377
	LLC "POL'" NN
	603056 N.NOVGOROD, AIRPORT 56
	+7 (831) 4111111
	
	4,7
	
	
	
	
	0,1
	
	
	
	

	6027042993
	CJSC "PSKOVPISHHEPROM"
	180006 PSKOV,UL.IPPODROMNAYA D.145
	+7 (81122) 51283, +7 (8112) 753059
	
	4,8
	18,0
	
	
	
	0,0
	0,6
	
	
	

	6658151881
	LLC "TORGOVIY DOM "RUS'IMPORT"
	127410 MOSCOW, ALTUF'EVSKOE SHOSSE,D.79 "A",STR.25
	+7 (495) 9011011
 +7 (495) 9011888
	
	450,2
	423,4
	1411,2
	846,7
	
	9,7
	7,7
	27,3
	17,6
	

	7705232437
	LLC "EHLANIT"
	MOSCOW, UL. LYUSINOVSKAYA, 11/12, STR.1
	+7 (495) 2548018, +7 (495) 2548063
	
	14,4
	
	
	
	
	0,4
	
	
	
	

	7709565395
	LLC "REGSTAEHR-M"
	109 147 MOSCOW, ul. MarksistskaYa 9
	+7 (495) 4364818, +7 (495) 4366815
	
	12,0
	18,9
	
	
	
	0,2
	0,3
	
	
	

	7710270325
	CJSC "GB KHOLDING VIN"
	125412 MOSCOW,SH.KOROVINSKOE, D.35
	+7 (495) 7378583
+7 (495) 7378586
	
	4308,6
	
	
	
	
	37,3
	
	
	
	

	7717097616
	CJSC "FIRMA URAN M"
	141400 MOSCOW REGION, KHIMKI,SHEREMET'EVO-2,STR.7
	+7 (495) 5783105, +7 (498) 5783105
	
	51,5
	
	
	
	
	1,3
	
	
	
	

	7727161349
	CJSC "PORT-AL'JANS"
	141400, MOSCOW REGION, AIRPORT SHEREMET'EVO 1
	+7 (495) 5782134, +7 (498) 5782134
	
	24,0
	33,6
	
	
	
	0,4
	0,6
	
	
	

	7729104184
	CJSC "P.R. RUS'"
	119034 MOSCOW, PER.SECHENOVSKIY, D.7
	+7 (495) 9374377 
	
	
	
	4596,5
	
	
	
	
	59,0
	
	

	7731182246
	LLC "REGSTAEHR"
	141400 MO, SHEREMET'EVO-2, DELOVOY CENTR, OF. 603
	+7 (495) 9818702, +7 (495) 9818703
	www.regstaer.ru
	16,8
	12,2
	
	
	
	0,3
	0,4
	
	
	

	
	Total
	
	
	
	6410,5
	1615,0
	12672,0
	1555,4
	3928,8
	69,0
	27,2
	177,1
	32,3
	100,9


Table 1.3.2 Shares of top20 of importers in total volume of cachaca import in 2005-2009, %

	INN
	Receiver
	Address
	Tel/Fax
	Web
	Based on data in physical terms
	Based on data in money terms

	
	
	
	
	
	2005
	2006
	2007
	2008
	2009
	2005
	2006
	2007
	2008
	2009

	7727534914
	LLC "BIG"
	15201 MOSCOW, PR. KASHIRSKIY, D.23
	+7 (495) 4118919
	
	
	
	33,4
	
	78,8
	
	
	31,2
	
	84,1

	7717089615
	PECHORSKIY FILIAL  CJSC "KAPO Duty Free"
	181500 Pechory, MAPP "Kunichina Gora"
	
	
	
	
	0,9
	5,6
	8,2
	
	
	1,5
	5,6
	5,0

	7801077583
	CJSC "MOZEL'"
	199178 St-PETERSBURG, 12-YA LINIYA V.O., D.11 LITER A, K.6
	+7 (812) 5281083 
+7 (812) 5289673 
	
	2,0
	31,2
	2,7
	28,1
	6,4
	2,9
	30,9
	3,3
	26,5
	4,5

	3907007331
	LLC "VAYTHAUER-FILIPP"
	236010 KALININGRAD, KASHTANOVAYA ALLEYA 47
	+7 (4012) 960898, +7 (4012) 960856
	www.philipp-kld.ru
	0,6
	8,9
	1,6
	11,8
	6,3
	1,1
	10,9
	2,6
	13,4
	6,3

	7717089615
	BELGORODSKIY FILIAL  CJSC "KAPO Duty Free"
	BELGOROD
	
	
	
	
	
	
	0,2
	
	
	
	
	0,2

	0562068712
	CJSC "JUG Duty Free"
	367012 Makhachkala, ul.Pushkina, d.4
	+7 (8722) 683092
	
	
	
	
	0,2
	
	
	
	
	0,1
	

	2636026618
	CJSC "AERO REGION"
	355000 STAVROPOL', PR. K. MARKSA, 74
	+7 (8652) 261909  +7 (8652) 261882 
	
	
	0,9
	0,1
	
	
	
	0,9
	0,1
	
	

	3915000107
	LLC "KENIGSBERG-TREYDING"
	238420 BAGRATIONOVSK,UL.POGRANICHNAYA,d.57
	+7 (4012) 953354

+7 (4012) 954573 
	
	
	4,5
	
	
	
	
	5,2
	
	
	

	4027053254
	LLC "NPK SERVIS"
	248600 KALUGA UL.VOSKRESENSKAYA 15
	+7 (4842) 783422
	
	21,2
	23,2
	13,8
	
	
	23,9
	17,0
	12,5
	
	

	5256024377
	LLC "POL'" NN
	603056 N.NOVGOROD, AIRPORT 56
	+7 (831) 4111111
	
	0,1
	
	
	
	
	0,2
	
	
	
	

	6027042993
	CJSC "PSKOVPISHHEPROM"
	180006 PSKOV,UL.IPPODROMNAYA D.145
	+7 (81122) 51283, +7 (8112) 753059
	
	0,1
	1,1
	
	
	
	0,1
	2,0
	
	
	

	6658151881
	LLC "TORGOVIY DOM "RUS'IMPORT"
	127410 MOSCOW, ALTUF'EVSKOE SHOSSE,D.79 "A",STR.25
	+7 (495) 9011011
 +7 (495) 9011888
	
	7,0
	26,2
	11,1
	54,4
	
	14,0
	28,1
	15,4
	54,3
	

	7705232437
	LLC "EHLANIT"
	MOSCOW, UL. LYUSINOVSKAYA, 11/12, STR.1
	+7 (495) 2548018, +7 (495) 2548063
	
	0,2
	
	
	
	
	0,6
	
	
	
	

	7709565395
	LLC "REGSTAEHR-M"
	109 147 MOSCOW, ul. MarksistskaYa 9
	+7 (495) 4364818, +7 (495) 4366815
	
	0,2
	1,2
	
	
	
	0,3
	1,3
	
	
	

	7710270325
	CJSC "GB KHOLDING VIN"
	125412 MOSCOW,SH.KOROVINSKOE, D.35
	+7 (495) 7378583
+7 (495) 7378586
	
	67,2
	
	
	
	
	54,0
	
	
	
	

	7717097616
	CJSC "FIRMA URAN M"
	141400 MOSCOW REGION, KHIMKI,SHEREMET'EVO-2,STR.7
	+7 (495) 5783105, +7 (498) 5783105
	
	0,8
	
	
	
	
	1,9
	
	
	
	

	7727161349
	CJSC "PORT-AL'JANS"
	141400, MOSCOW REGION, AIRPORT SHEREMET'EVO 1
	+7 (495) 5782134, +7 (498) 5782134
	
	0,4
	2,1
	
	
	
	0,6
	2,4
	
	
	

	7729104184
	CJSC "P.R. RUS'"
	119034 MOSCOW, PER.SECHENOVSKIY, D.7
	+7 (495) 9374377 
	
	
	
	36,3
	
	
	
	
	33,3
	
	

	7731182246
	LLC "REGSTAEHR"
	141400 MO, SHEREMET'EVO-2, DELOVOY CENTR, OF. 603
	+7 (495) 9818702, +7 (495) 9818703
	www.regstaer.ru
	0,3
	0,8
	
	
	
	0,5
	1,3
	
	
	

	
	Total
	
	
	
	100,0
	100,0
	100,0
	100,0
	100,0
	100,0
	100,0
	100,0
	100,0
	100,0


1.4 Main supplier countries

There are two countries that supply Russia with Brazilian rum – they are Brazil itself and Germany; naturally the former supplied Russia with the major part of the product (Table 1.4.1, Table 1.4.2, Figure 1.4.1, Figure 1.4.2). 

Table 1.4.1 Supplier countries and their shares in import volume of cachaca in 2005-2009, liters

	Country
	2005
	2006
	2007
	2008
	2009

	
	liters
	%
	liters
	%
	liters
	%
	liters
	%
	liters
	%

	Brazil
	6396,1
	99,8
	1516,8
	93,9
	12667,2
	99,95
	1555,4
	100,0
	3708,5
	94,4

	Germany
	14,4
	0,2
	98,3
	6,1
	4,8
	0,05
	-
	-
	220,3
	5,6

	Total
	6410,5
	100,0
	1615,0
	100,0
	12672,0
	100,0
	1555,4
	100,0
	3928,8
	100,0


Source: Rosstat, Customs statistics

Table 1.4.2 Supplier countries and their shares in 2005-2009, th.USD

	Country
	2005
	2006
	2007
	2008
	2009

	
	th.USD
	%
	th.USD
	%
	th.USD
	%
	th.USD
	%
	th.USD
	%

	Brazil
	68,6
	99,4
	25,2
	92,6
	177,0
	100,0
	32,3
	100,0
	97,9
	97,1

	Germany
	0,4
	0,6
	2,0
	7,4
	0,1
	0,05
	0,0
	0,0
	3,0
	2,9

	Total
	69,0
	100,0
	27,2
	100,0
	177,1
	100,0
	32,3
	100,0
	100,9
	100,0


Source: Rosstat, Customs statistics

Table 1.4.3 Indices for growth of import volumes of cachaca split by country of suppliers in 2006-2009, %

	Country
	Based on data in physical terms
	Based on data in money terms

	
	2006
	2007
	2008
	2009
	2006
	2007
	2008
	2009

	Brazil
	-76,3
	735,1
	-87,7
	138,4
	-63,3
	602,7
	-81,7
	202,9

	Germany
	582,4
	-95,1
	-
	-
	416,6
	-95,7
	-
	-

	Total
	-74,8
	684,6
	-87,7
	152,6
	-60,6
	551,1
	-81,7
	212,1


Source: Rosstat, Customs statistics
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Figure 1.4.1 Shares of supplier countries in import volume in 2005-2009, % (based on data in physical terms)
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Figure 1.4.2 Shares of supplier countries in import volume in 2005-2009, % (based on data in money terms)
PART 2.  CUMULATIVE ANALYSIS OF THE MARKET AND CONSUMPTION

2.1 Market volume 

Market volume in physical terms

The volume of Russian market of cachaca is consisted totally of import production. 

According to Direct INFO data in 2009 the market volume accounted at around 3,9 th.liters that is 2,3 times higher than in 2008 (Table 2.1.1, Figure 2.1.1). 

Table 2.1.1 Total market volume of cachaca and growth indices in 2005-2009

	
	2005
	2006
	2007
	2008
	2009

	Market volume, th.liters
	6,4
	1,6
	12,7
	1,6
	3,9

	Growth index, %
	-
	-75%
	685%
	-88%
	153%


Source: Rosstat, Customs statistics

[image: image7.emf]6,4

1,6

12,7

1,6

3,9

-74,8%

-87,7%

152,6%

684,6%

0,0

2,0

4,0

6,0

8,0

10,0

12,0

14,0

2005 2006 2007 2008 2009

-2

0

2

4

6

8

Market volume Growth index

th.liters


Source: Rosstat, Customs statistics

Figure 2.1.1 Market volume of cachaca in 2005-2009, th.liters
Market volume in money terms

According to Direct INFO estimations in 2009 the volume of Russian market of cachaca was around 100,9 th.USD, that exceeds 3 times the volume in the previous year. (Table 2.1.2, Figure 2.1.2). 

Table 2.1.2 Total market volume of cachaca and growth indices in 2005-2009

	
	2005
	2006
	2007
	2008
	2009

	Market volume, th.USD
	69,0
	27,2
	177,1
	32,3
	100,9

	Growth index, %
	
	-61%
	551%
	-82%
	212%


Source: Rosstat, Customs statistics
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Figure 2.1.2 Market volume of cachaca in 2005-2009, th.USD
2.2 Market Characteristics

Russia holds the first place in the world for annual per capita consumption of pure alcohol, which according to Rosstat is 18 liters.

In the first half of the year Russian cachaca market isn’t expected to show significant growth. The main reason is the influence of the global financial crisis and the introduction of new licensing system for import of alcoholic production. The impact of these factors on the market is strong enough and in the nearest future it is unlikely to lower.

The Russian alcoholic market has a distinctive feature – it has high amount of illegal alcoholic products. It is more frequent in the market of strong alcoholic liquids where the share of illegal products is estimated at 40…50% of the market volume of strong drinks (in physical terms)
. 

In general in contrast to markets of other countries alcoholic market in Russia is much more affected not by demand, economic situation, and the efforts of producers or even the power of major importers. First of all the question is about the administrative barriers. Administrative and legislative fever has not released Russian drinks industry almost during the whole development period of the country. At present the alcoholic market adjustment policy conducted by Russian authorities may attribute to strengthening of administrative barriers.
In this case the new strategy on the control over alcohol consumption should be mentioned; it has been worked out by the Federal Service for the Regulation of the Alcohol Market (Rosalkogol) “Conception of state policy for reducing of scales of alcohol abuse and prophylaxis of alcoholism among the population on the period to 2020”. According to this document in the nearest two years the annual level of alcohol consumption in Russia is to lessen from present 18 liters per person to 15. During 2013-2020 this index ought to decline to 8-5 liters per person a year. According to the text of this conception such promotional events as wine or beer festivals, which in the conditions of present advertising restrictions are the most important instruments of communication with final consumer, may turn out to be under absolute prohibition.

Alcoholic beverages consumption in Russia

In spite of numerous discussions of problem of alcoholism in Russia and confession of critical situation, sociological researches show that on the whole this situation has not changed lately.

According to the results of the recent survey of the fund “Public Opinion” (the fund “Obshchestvennoye mneniye” - FOM) around 17% of Russians consume alcoholic beverages once a week; at the same time 2% do it practically every day. Every fifth person drinks two or three times per month, and 35% citizens ‑ once or twice a year. Fourth part of the population prefers not to take alcoholic drinks at all. Men mostly prefer strong alcoholic beverages and beer (48-55%), and women ‑ wine (40%).

Around 38% of the population prefers beer; approximately the same amount of people prefers vodka and wine ‑ 32 and 31% accordingly. Strong alcoholic beverages (except vodka) use 10% population, liqueurs and home wine ‑ 5%, home-distilled vodka ‑ 4%.

a. Prospects and domestic market tendencies

It is rather difficult to make any forecasts for further development of the cachaca market, because the volumes of supplies of the product fully depend on import from the country of origin. Cachaca is a specific alcoholic drink for Russian consumer and is imported in very small volumes that are unlikely to increase several folds. So the annual volumes of import of cachaca are expected to vary within 4-7 th.liters in the next couple of years. 

2.3 Market access

a. Customs tariff

According to the Customs Code of the Russian Federation
 the territory of the country composes the united customs territory of the Russian Federation. The customs territory of the Russian Federation also includes those locating in the exceptional economic zones of the Russian Federation and in the continental shelf of the Russian Federation artificial islands, installation and construction, above which the Russian Federation achieves jurisdiction in accordance with the legislation of the Russian Federation. Customs boundary coincides with the state border of the Russian Federation, with exception of the limits of territories. The goods, placed in the territory of special economic zones, are considered as being located out of the customs territory of the Russian Federation for purposes of the application of customs duties, taxes, and also prohibitions and limitations of economic nature, established by the legislation of the Russian Federation about the government control of foreign trade activity, with exception of the cases, determined by the present code and other federal laws.

Russian customs legislation currently consists of the Customs Code (which came into force on January 1, 2004), the Russian Law “On Customs Tariff,” other federal laws, resolutions of the Russian government and many other regulations. Changes in Russian customs legislation are aimed at bringing the system into conformity with international principals and standards and making customs regulation transparent and predictable for importers/exporters. 

Nevertheless, implementation of customs rules in practice may be connected with the difficulties, which may arise for companies beginning foreign trade activities, as well as with companies having sufficient experience in import/export operations. It should be also noted that customs risks connected with non-compliance with the Russian customs legislation are quite broad – both direct (e.g. collection of customs duties and taxes payable, including penalties for late payment, administrative fines and/or confiscation of goods with the subsequent possibility of sale by administrative order, etc.) and indirect (e.g. additional transportation expenses due to delayed customs clearance, breach of contractual terms, reputation risks, etc.).

Considering the above facts, a company, which will be involved in regular import operations, for risk management purposes, should track changes in the customs sphere constantly. This requires much efforts and not only legal but also specific knowledge about customs regulations and practical experience in applying customs rules.

There are no alcoholic beverages that may be imported without duties.

The import tariff for cachaca (HS number 2208) is 20 percent of customs value. At customs, the importer is also charged a VAT of 18 percent for cachaca.

In addition to the tariffs mentioned above, excise stamps are indispensable. They are rather expensive and may constitute a major part of the cachaca price.

According to the current Russian customs legislation importation of goods into Russia entails obligation to pay the following customs payments:

· Customs duty;

· VAT (Value-added tax);

· Excise tax;

· Customs clearance fees.

Calculation basis for customs payment = Customs duty (5-20% according to type of goods) + VAT (0%, 10%, 18%) + Excise tax + Customs clearance fee (0.15%).

Calculation basis for customs payment for target group of products (cachaca) = Customs duty (20%) + VAT (18%) + Excise tax + Customs clearance fee (0.15%).

In the instance of goods importation, import duties and taxes should be disbursed not later than within fifteen days from the day said goods were presented to the customs authorities for inspection at the point of entry to the customs territory of the Russian Federation or within fifteen days from the day of completion of the goods domestic customs transit procedure in case goods were not declared at their point of entry.

It is strongly suggested that exporters arrange to have their products imported by an experienced Russian importer as regulations in the Russian Federation are subject to change quite frequently, as well as to ensure that shipments have all their required documentation.

b. Customs taxation of Brazilian production

In general Brazil may use System of Preferences of the Russian Federation as a developing country. But all alcoholic liquors are excluded from the Russian Federation GSP Scheme that is why Brazil is supposed to have the same taxation as other countries.

c. Taxation bases

INCOTERMS 2000 are internationally accepted commercial terms defining the respective roles of the buyer and seller in the arrangement of transportation and other responsibilities and clarify when the ownership of the merchandise takes place. They are used in conjunction with a sales agreement or other method of transacting the sale. 

Key terms that were used for cachaca transportation in the analyzed period are as follows: 

· CFR (Incoterms 2000 Group C – Main carriage paid) Cost and Freight (named destination port). Seller must pay the costs and freight to bring the goods to the port of destination. However, risk is transferred to the buyer once the goods have crossed the ship's rail. Maritime transport only.

· CPT (Incoterms 2000 Group C – Main carriage paid) Carriage Paid To (named place of destination). The general/containerized/multimodal equivalent of CFR. The seller pays for carriage to the named point of destination, but risk passes when the goods are handed over to the first carrier.

· CIP (Incoterms 2000 Group C – Main carriage paid) Carriage and Insurance Paid (To) (named place of destination). The containerized transport/multimodal equivalent of CIF. Seller pays for carriage and insurance to the named destination point, but risk passes when the goods are handed over to the first carrier.

· DDU (Incoterms 2000 Group D – Arrival) Delivered Duty Unpaid (named destination place). The seller delivers goods to the buyer to the named place of destination in the contract of sale. The goods are not cleared for import or unloaded from any form of transport at the place of destination. The buyer is responsible for the costs and risks for the unloading, duty and any subsequent delivery beyond the place of destination. 

· FCA (Incoterms 2000 Group F – Main carriage unpaid) Free Carrier (named place): The seller hands over the goods, cleared for export, into the custody of the first carrier (named by the buyer) at the named place. This term is suitable for all modes of transport, including carriage by air, rail, road, and containerized / multi-modal transport.

The importance of terms under which cachaca was imported into Russia varied depending on the year. In 2005 more than a half of the total import volume of the product was transported in accordance with CFR scheme (67% of the import volume in physical terms and 51% of the import volume in money terms); but it wasn’t applied the following years at all.

During 2007-2008 DDU, CPT and FCA were the main transportation schemes under which 48%, 33% and 14% of the import volume of cachaca in physical terms were imported accordingly.

In 2009 there were three the most frequently used schemes for cachaca: CPT (85% of the import volume in physical terms), DDU (8%) and CIP (4%).

d. Preferential modes

Russia enjoys preferential treatment of the same sort as many developing countries do (the so-called General System of Preferences). Russia is in the list of countries that accept Form A for the purposes of the generalized system of preferences (GSP).

Basic rates of duties are not constant and may vary depending on the country of origin of the goods. As a developing country Brazil may use this System of Preferences. But all types of alcoholic beverages are excluded from the Russian Federation GSP Scheme. It means that there are no preferences for any country in case of importing these products.

e. Customs and non customs restrictions

At present as a key customs limitation it is possible to name the obligatory certification and licensing of target group of products.

On 1st January 2010 it is required to obtain an import license for alcoholic products. In addition it is necessary to have hygienic certificate (sanitary-epidemiology conclusion) and to pass the compulsory certification for being able to sell the products on the territory of Russia on legal grounds.
There is one more factor that complicates the process of import into Russia – it is excise tax that significantly raises the cost of the product. Excise rates are indicated in article #193 of the Tax Code of the Russian Federation and are subject to indexing on a periodic basis.

A very significant obstacle for distribution of cachaca in Russia is the Federal Law “About advertising” since 13.03.2006 – it sets a range of restrictions on advertising contents and also prohibits its placement on the first and last pages of newspapers and cover pages of magazines, in public transport, on all kinds of  billboards and in social institutions, etc. Besides this law establishes that every ad of alcoholic product must contain the warning of the harmful effect of excessive consumption of alcohol; this law also sets restrictions on carrying promotion actions that accompanied with sampling of alcoholic products.

f. Sanitary and Phytosanitary norms

The Sanitary-Epidemiological Conclusion Certificate (or Hygienic Certificate) confirms that products, activities or technical conditions conform to applicable hygienic standards and sanitary regulations in the Russian Federation.

Hygienic Certification is required for the following:

· FOOD ‑ Foodstuff and beverages, food additives, biologically active additives, preservatives; 

· FOOD or SKIN – RELATED PRODUCTS ‑ Materials and equipment that are in direct contact with food or skin or whose vapors can be inhaled, i.e. cosmetics, textiles, toys, food processing machinery, water treatment units, packaging materials, furniture, detergents and certain household appliances, chemical and petrochemical products for industrial application; 

· KIDS PRODUCTS - All kinds of products intended for children, including games, training appliances, stationery, baby carriages, satchels, artificial polymeric and synthetic materials used to manufacture products for children.

Sanitary-Epidemiological Conclusion Certification Schemes:

1. Product – certification of products assures that their characteristics, whether they are made locally or imported, to be sold or used within Russian territory, comply with Russian hygienic standards.

2. Type of Activity – certification for types of activity to be carried out within Russian territory confirms that these activities comply with Russian sanitary standards.

3. Technical solutions – certification for technical solutions confirms that the product to be manufactured within Russian territory will be produced in compliance with Russian hygienic and sanitary standards.

Manufacturers can request inspection of their production facilities for the issuance of a hygienic certificate for all of their manufactured products. Manufacturing conditions, quality control with regard to raw materials and technological processes and also safety and sanitary parameters of the final goods will be the focus of the inspectors.

Procedure

Sanitary-Epidemiological Conclusion Certificates are only issued by the Russian Federal Service for Supervision in the Area of Consumer Rights and Welfare Protection or Rospotrebnadzor
 (formerly Gossanepidnadzor).

Two independent organizations, both part of Rospotrebnadzor, are involved in hygienic certification:

1. Center of Hygiene and Epidemiology – test protocol analysis and other documentation;

2. Territorial Office of Rospotrebnadzor – issues final certificate based on the expert conclusion drawn by the Center of Hygiene and Epidemiology provided that the product conforms to the compliance of the goods to the Russian Hygienic Standard. 

Certificate Validity

A Sanitary-Epidemiological Conclusion Certificate is valid for 1 or 5 years depending on type of product and associated risks to human health; shelf life; validity of previous hygienic certificates if there are any.

The document titled "Hygiene Requirements for Safety and Nutritional Value of Food Products”  (Sanitary-Epidemiological Rules and Norms, or “SanPiN” 2.3.2.1078 - 01) controls maximum levels for various chemical compounds. The requirements for alcoholic beverages are indicated in the table below.

Table 2.3.1 Maximum Permitted Levels (MPL) in alcoholic beverages

	Indicators
	Not to exceed permitted levels, Mg/kg
	Special notes

	Toxic elements

	Lead
	0.3
	

	Arsenic
	0.2
	

	Cadmium
	0.03
	

	Mercury
	0.005
	

	Methyl spirit
	0.05
	Not to exceed permitted levels in %

	
	1.0
	Gr/Dm³(cognacs)

	Quinine 
	300
	For spirits containing quinine

	Radio-nuclides

	Cesium-137
	70
	

	Stronsium-90
	100
	


Source: SanPiN 2.3.2.1078-01

g. Certification of import products

Usually Certificate is necessary for two cases: 

· Customs house;

· Sale of products on the Russian market.

The Law on Certification of Products and Services stipulates two types of certification ‑ mandatory and voluntary certification.

Table 2.3.2 Mandatory Certification
	Product groups
	Mandatory Certification

	Manufactured Food Products
	GOST R, The Hygienic Certificate

	Electronics
	GOST R, GOST R IEC


	Consumer Healthcare
	GOST R, The Hygienic Certificate

	Dairy and Fresh Produce
	GOST R, The Hygienic Certificate

	Garment and Apparels
	GOST R, The Hygienic Certificate

	Furniture
	GOST R

	Automotive components
	GOST R

	Machinery and Industrial Equipment
	GOST R, GOST R IEC

	Chemicals/fertilizer products
	GOST R


Such a document certifies quality of actually supplied goods and their compliance with contractual terms. A quality certificate contains a profile of goods or confirms their compliance with certain standards or specifications of a delivery order. A certificate of compliance is intended for certification of goods produced by Russian companies or shipped to Russia by an importer-company. A certificate of compliance can be issued for a batch of goods and on a series production. In the latter case a certificate is legalized for a company engaged in supplying goods to the Russian market. Its validity varies with terms of a sale contract. In the latter case a foreign manufacturer of supplied goods is both an applicant and a recipient of a certificate. This type of a certificate is valid for a period identified in a certification document. Certification is carried out by own specialists on production premises of a company seeking certification of goods it manufactures. On the basis of results obtained during testing samples of goods in a laboratory an appropriate certificate of series production compliance is issued.

Main principles of accreditation by the certification agencies and test laboratories: the equal approach to the foreign and national organizations; the admission to accreditation of any legal entity; the process of accreditation, as a rule, is obtained by the state bodies either from the authorized or noncommercial organizations; the results of accreditation are published.

Procedures for obtaining product certification

Certification of products in the Russian Federation is carried out by certification bodies (certification agencies). To obtain the mandatory certification, the manufacturer (vendor) has the right to turn to any certification body, accredited for the certification of specific products. The information about existing certification by local bodies can be found on the official website of the Federal agency on technical regulation and metrology (Rostekhregulirovanie
) of the Russian Federation.
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Figure 2.3.1 General certification scheme
Algorithm of work of GOST R certification agency (during the process of certification):

1. To consider the application with the complete set of the documents, presented by the applicant, and to adopt the decision, concerning the present application (not later than 15 days from the moment of receiving the documents);

2. To select, identify product samples, direct the samples for tests to the testing laboratory;

3. To make an estimation of the manufacture (if it is stipulated by the applicant and coordinated with the certification body by the chosen scheme of certification);

4. To analyze the received results and to adopt a decision for the issuance (or refusal in issuing) of the certificate of conformity;

5. If such is provided for by the scheme of certification, carry out the inspection control (of certificated products); and thus to coordinate correcting actions with the holder of the certificate, if necessary;

6. To grant the information about the results of certification to Rostekhregulirovanie of the Russian Federation.

The certification body informs the applicant, what documents are necessary for certification of products he applied for.

As a rule, the certification body considers the application and makes a decision upon issuance (or refusal in issuing) of the certificate within 3-7 days. In case of the positive decision the certification body starts the process due to the chosen scheme of certification: selects samples of product, sends them to the accredited test laboratory, etc.

If the certification process is finished with positive result, the applicant (manufacturer, supplier) receives the certificate of conformity, which grants the right to mark production with the mark of conformity. If it is stipulated by the scheme of certification, the certification agency carries out the inspection control over the products (certificated). In case of negative results of certification the applicant is refused in issuance of the certificate of conformity. In this case the products, which have not obtained certificates, cannot be distributed in the Russian market.

Manufacturers (distributors), who take part in the process of mandatory certification of their production, or in the process of obtaining the declaration of conformity, are obliged to:

1. Send the application for the conduct of certification, present the product (according to rules of the system), normative, technical and other documentation necessary for the conduct of certification;

2. Accept the declaration of conformity on the basis of the documents confirming the conformity of product to established requirements and register it in certification agency;

3. Assure conformity of sold products (rendered service) to requirements of normative documents (on the basis of conformity to these documents the products are certified, or confirmed by the declaration on conformity);

4. Mark certificated products and products which conformity is confirmed by the declaration, registered under specific orders, with the mark of conformity in the manner, as established by the rules of system of certification;

5. Specify in the accompanying engineering specifications the information about the certificate or the declaration of conformity and normative documents to which the production must correspond to, and grant the consumer (buyer, customer) this information;

6. Apply the certificate, declaration on conformity and mark of conformity, in accordance with legislative acts of the Russian Federation and rules of system;

7. Provide unobstructed execution of the duties by the staff of certification bodies and the officials who carry out the control over certificated products (service, work) and production the conformity of which is confirmed by the declaration of conformity;

8. Suspend or fully cease the sale of products (rendering services) that are subject to mandatory certification 1. If it does not meet the requirements of normative documents, it is to conform with, according to the certificate of conformity or the declaration of conformity, 2. After validity of the certificate or the declaration on conformity, or working life of products, term of its service is over, 3. And also in case of a suspension or a canceling of action of the certificate by the decision of certification body;

9. Inform, within a three-day term, the certification body, which has registered the certificate on the cancellation of the declaration of conformity, if federal executive authorities reveal a discrepancy of products to the established requirements; inform certification agency on the changes made in the engineering specifications and in technological process of manufacture of certificated products if these changes influence the characteristics checked at certification process.

GOST R certificate is valid for 3 years.

The applicant makes an application under the established form in the accredited certification body, whose field of accreditation includes products specified in the application, and chooses the scheme of certification.

Types of certification schemes: single shipment vs serial production

Depending on the annual export volume, there are different types of Certificates of Conformity determining the evaluation procedure:

1. Single shipment certificates. The Consignment Certificate of Conformity is a trade document valid for one consignment only, i.e. for a certain quantity and type of product. This kind of certificate is advisable if the company exports to Russia sporadically. It can be issued only if the company is able to prove the availability of customer/importer in Russia by means of a contract or an invoice.

2. Certificates for serial production. The Serial Production Certificate of Conformity is a trade document whose validity can vary from 12 months to 3 years depending on the nature of the products. Such a document enables the company to export unlimited times and quantities of heterogeneous goods produced during the validity period of the certificate. This type of GOST R certificate is especially suitable for a company with regular export activities and a wide product range. To ensure the compliance of products to the Russian standards after the certificate has been issued, an annual inspection by accredited Certification Body is required.

Price of applying for product certification

Price of obtaining the documents required for the GOST R Declaration of Conformity depends on particular characteristics of product itself, other obtained certificates for the certifying goods and details of lab tests.

In order to obtain precise information about the prices for obtaining this declaration, contact accredited companies for certification; they will provide a quick and detailed answer.

The price of certification services depends on several key factors:

· Specificity and type of product.

· Availability of earlier received certificates.

· Set of tests.

· Amount of goods (a batch, certain quantity according to the contract, serial production) and its specific features.

· Complexity of laboratory tests norms or recipes.

For business estimation it is better to know the sunk normative of certification costs.

Table 2.3.3 Sunk normative of certification costs
	Activity
	Sunk normative cost

	Preparation of conclusions (inquiry) for customs inspection
	0.5 MMW


	Translate and approve documents
	8 MMW1

	Control the batch of goods: customs value (CV) up to RUR 10,000
	0.15% CV

	Control the batch of goods: customs value (CV) RUR 10,000 to RUR 50,000
	RUR 15+0.1% CV, which is in excess of RUR 10,000

	Control the batch of goods: customs value (CV) RUR 50,000 to RUR 500,000
	RUR 55+0.07% CV, which is in excess of RUR 50,000

	Control the batch of goods: customs value (CV) RUR 500,000 to RUR 1,000,000
	RUR 370+0.05% CV, which is in excess of RUR 500,000

	Control the batch of goods: customs value (CV) more than RUR 1,000,000
	RUR 620+0.03% CV, which is in excess of RUR 1,000,000


Example of using Table 2.3.3: if customs value (CV) is 30,000 RUR, a company has to pay 15 RUR + 0.1* (30,000-10,000) RUR = 15 RUR + 0.1*20,000 RUR = 15 RUR + 2,000 RUR = 2,015 RUR.

On cachaca it is necessary to obtain an accordance certificate and a sanitary-epidemiology conclusion. For the certification of imported cachaca the next documents are needed: contract with the specification or invoice, quality certificate from the producer, license for purchasing, storage and supplying of alcoholic products, copies of invoices on the obtainment of excises. Certificate on registration with tax authority of applicant firm, test-samples of products.

h. Technical specifications

Though there are no special requirements for the target product in Russia some requirements set by Russian legislation can be applied for cachaca, they are the following state standards (GOST):

· GOST R 52194-2003 Vodkas and special vodkas. Liqueur and vodka products. Packing, marking, transportation and storage;

· GOST R 51355-99 Vodkas and special vodkas. General specifications;

· GOST R 52190-2003 Vodkas and liqueur-vodka products. Terms and definitions

GOST standards can be found at the Library for GOSTs or All-Russian Standardization Fund, or purchased at specialized stores located in Moscow.

i. Documentation and customs formalities

Customs procedures are quite bureaucratic in Russia, which has a negative effect on the overseas suppliers. 

Choice and Change of the Customs Procedure

1. Importation of goods to and their exportation from the customs territory of the Russian Federation requires their carriers to subject such goods to one of the customs procedures specified in the present Paragraph and observe Customs procedure.

2. A person has the right at any time to choose any customs procedure and change it for another one in accordance with Customs Code.

Subjecting Goods to the Customs Procedure

1. Goods are subjected to a customs procedure upon the permit of the customs authorities issued in accordance with Customs Code.

2. The customs authorities are obliged to issue a permit for subjecting goods to the declared customs procedure provided a person observes the requirements of the declared customs procedure as well as of the other terms stipulating the release of goods.

3. The day of subjecting goods to a customs procedure shall be the date of the goods release by customs authorities.

Documents and Information Confirming Observance of the Customs Procedure

1. Permit for subjecting goods to a desired customs procedure will be granted by a customs office upon submission by the applicant of the documents and information confirming observance of the terms and conditions set forth in the present Paragraph stipulating undergoing of goods under said customs procedure. 

2. The customs authorities have no right to request submission of the documents and information other than those, which may be required for confirming the observance of the terms and conditions stipulating placement of goods under the declared customs procedure and observance thereof in accordance with Customs Code.

Guarantees of Observance of Customs Procedures

Upon issuance of permit for subjecting goods to a customs procedure whose terms involve complete or partial exemption of goods from customs duties and taxes, or reimbursement of the earlier paid amounts, and/or non-application of the economic restrictions and prohibitions of stipulated by the Federal Law of the Russian Federation on the State Regulation of Foreign Trade Activities, the customs office has a right to demand from the applicant to grant a guarantee for requisite dutiable payments, submit a liability to export the temporarily imported goods, as well as the other guarantees of proper fulfillment of the liabilities set forth by the provisions of the present Paragraph.

Liability to Confirm to the Observance of Terms and Conditions pursuant to Subjecting Goods to the Customs Procedure

The applicant shall be responsible for confirming to the observance of the terms and conditions pursuant to subjecting goods to a customs procedure whose terms involve complete or partial exemption of goods from customs duties and taxes, or reimbursement of the earlier paid amounts, and/or non-application of economic restrictions and prohibitions stipulated the Federal Law of the Russian Federation on the State Regulation of Foreign Trade Activities.

Documents and Information Confirming Observance of the Customs Procedure

1. In case goods, which are subject to a customs procedure, are confiscated due to a lawsuit brought against a applicant on charges of an administrative offence in the field of the customs system, the term of application of this procedure with regard to said goods should be suspended.

2. If the ruling enacted with regard to said administrative offence in the field of the customs system does not involve any withdrawal of goods subject to a customs procedure, the term of application of this procedure with regard to said goods should be reinstated.

Upon reinstatement of a customs procedure, the interest, whose charging and disbursement are stipulated in this Section, shall not be charged or paid for the period of suspension of said customs procedure.

3. If a person who is held responsible for an administrative offence is charged with non-observance of the terms and conditions stipulated by the selected customs procedure and said non-observance precludes further application of Customs procedure, it ought to be terminated according to this Section within 15 days from the date of entry into force of the ruling with regard to the lawsuit on the administrative offence.

Supplier’s Documents

Supplier exporting goods into Russia should prepare the following documents:

1. Invoice ‑ this is the main document declaring the value of the goods for customs clearance and containing the following:

· Number and date;

· Supplier, Forwarder and Importer’s names;

· Contract number and date;

· Number and type of vehicle;

· Delivery terms;

· Payment terms;

· Goods titles;

· Index of Goods for Foreign Economic Activities information (named “TN VED” in Russia);

· Country of origin;

· Unit and total weight of the goods;

· Number of cargo places and marking information if possible;

· Unit and total price of the goods;

· Goods packing;

2. Packing List - Supplier prepares that for more detailed information on the quantity, packing and volume of the goods, which is the basis for declaring the goods in accordance with the Index of Goods for Foreign Economic Activities in Russia;

3. Certificate of Conformance or any other certificate - Supplier prepares it to confirm the country of origin of the goods as well as for certification of goods in Russia;

4. Certificate of Product Origin – is issued by Chamber of Trade and Commerce in the Supplier’s country;

5. Sanitary Certificate;

6. Price list and/or a copy of the Export Declaration Form;

7. Documents, needed for the confirmation of the value of the goods;

8. Insurance copy (for CIP and CIF delivery terms);

9. Shipping documents:

· CMR (International Carriage of Goods by Road);

· Bill of lading;

· TIR (Transports Internationaux Routiers);

· Documents for control of the shipment of the goods (named “DKD” (in Russian language “Dokument kontrolya za dostavkoy tovarov”) in Russia, used in Russia only);

· Air waybill or railway shipping documents (Russian or international ones).

Importer’s Documents

For customs clearance a Russian Importer should prepare the following documents:

1. A letter of attorney with copies of the labor contract for the person, mentioned in the letter of attorney;

2. Passport copies of the Importer’s CEO (named “General Director” in Russia), CFO (named “Chief Accountant” in Russia) and the person the letter of attorney is issued to;

3. A copy of Supply Contract with all the additions and amendments with the Importer’s seal and signature on each page. It should contain the following:

· Document number and date;

· Complete and precise names of the contract Parties as well as their countries of origin;

· Information on the product, which should be the same as in the shipping documents, certificates and other documents, needed for proper customs clearance;

· Contract value;

· Complete appellation of the transaction currency;

· Delivery terms;

· Payment terms;

· If a Russian Party make an advance payment for the goods, there should be a paragraph in the Contract, imposing penal fees on the foreign Party in case it violates the terms of the Contract;

· Last transaction date in accordance with the Contract (it is the latest out of the two following dates: last day of the customs clearance of the last lot of goods, imported into Russia in accordance with the Contract, or the last payment in accordance with the Contract;

· The requisites (legal address) of the Russian Party should contain the following: complete name, location, date of state registration, number according to the Russian Classifier of Enterprises and Organizations (named “OKPO” in Russia), tax payer identification number; requisites of the responsible bank, which should prepare the Transaction Passport (needed for overseas operations in Russia) with the currency account number, which will be used for the payment processing in accordance with the Contract;

· The requisites of the foreign Party should contain the information on the goods Supplier even if the payment is transferred to a different company. There should also be the information on the legal form (LLC/JSC etc.), date of registration, location and banking details;

· Supply Specification Sheet copy, sealed and signed by the Importer on each page. It is an unalienable part of the Contract, which details the supply and contains the following:

1. Supply value;

2. Payment terms;

3. Name of the Importer;

4. Destination point/bonded warehouse (named “SVH” in Russia);

5. Unloading/storage place;

6. Means of transportation;

7. Quantity and weight, kind of packing and unit price;

8. Specification on whether the packing is included into the goods weight or not.

9. Russian translation of the Invoice, Contract and other documents at the customs request –copies with  Importer’s corporate seal and signature;

10. Transaction Passport - original document and its copy, signed and sealed by the Importer;

11. Prepayment confirmation (bank slip or a bank order) with the exact transfer sum - copies signed and sealed by the Importer;

12. Bank order to cover advance customs payments (customs duties, value added tax, fees etc.) - original document with a bank seal;

13. Certificate of Conformance (this is the main document confirming the safety of imported goods) or the confirmation from State Standardization Agency, named “GOSSTANDART” in Russia that the goods are not subject to mandatory certification. If the goods are subject to  mandatory certification, the Importer should prepare a notarized certificate copy or a copy with the seal and signature of the organization which issued the document;

14. Hygiene Evaluation if the goods are subject to such;

15. Veterinary certification, Form 2 or the Protocol of phyto-sanitary control in case of flora and fauna importation;

16. Other permits for customs clearance depending on the goods index in the Index of Goods for Foreign Economic Activities (named “TN VED” in Russia): 

· Department of economic development and trade licenses (for the import, subject to non tariff regulations) as well as other permits from the customs bodies of the Russian Federation (when declaring certain customs procedures); 

· Permits from other state bodies (Interior, Agriculture, Health, Communication and Cultural departments); 

· Certificates of Product Origin. 

Confirmation of Product Value

To avoid further customs value corrections, customs bodies request, from an Importer, documents confirming the goods value, which include:

1. Shipping and insurance documents, if available, depending on the delivery terms;

2. Shipping bill or a signed and sealed calculation of the shipping cost if it was not included in the Invoice;

3. Supplier’s Declaration Form, sealed and signed by the Supplier;

4. Importer’s orders for similar purchases;

5. Supplier’s catalogues, specifications and price lists;

6. Supplier’s calculation of the goods value if the Supplier agrees to submit that to the Importer in Russia;

7. Commercial, customs and payment documents, used in the transactions with similar or identical goods, including all kinds of bills, cost calculations, and Supplier’s price list;

8. Other documentation that could be used for the confirmation of the information, declared in the Declaration Form.

Please note: If the product is new to the market, one should enclose all kinds of information on it: technical specifications, booklets, samples, images etc. All the copies should be sealed and signed by the Importer.

j. Special import modes

According to the Article #155 of the Tax Code of the Russian Federation the following customs procedures have been established for goods with a view to ensuring observance of customs regulations:

1) Principal Customs procedures (release for domestic consumption; export; international customs transit);

2) Customs Economic Procedures (Inward processing procedure; Processing for domestic consumption; Outward processing procedure; Temporary importation; Bonded (Customs) warehouse; free customs zone (free warehouse));

3) Completing Customs Procedures (Re-import; Re-export; Destruction; Rejection in Favour of the State);

4) Special Customs Procedures:

· Temporary exportation;

· Duty-free trade;

· Movement of stores;

· Other special customs procedures.

For cachaca imported to Russia only one special customs regime is applied ‑ it is Duty-free trade, under which this product group is sold at retail stores located at border crossings. In 2009 around 6,5% of the total import volume of cachaca (in money terms) was distributed through these special duty-free shops.

Retail trade in such shops is carried out under the control of Russian customs. Sales at such locations are not subject to payment of duties or taxes, and are not subject to the application of any economic restrictions and prohibitions (except for prohibited goods). In addition, goods placed under this regime are exempt from domestic taxes. After goods are placed in duty-free shops, customs duties and taxes previously paid for their import are reimbursed. Only a Russian legal entity can own a duty-free shop, and only this entity can declare the goods as placed for duty-free trade.

k. Taxation structure

The Russian tax system is relatively new, and many tax concepts and issues that are standard in most market economies with longer taxation histories are just beginning to emerge in Russia. For that reason many concepts familiar to Western business people and tax specialists have yet to find their way into Russian tax legislation and practice. As new concepts are embraced by Russian authorities, they are in many cases applied differently than in the West, or in other countries with developing tax systems.

The overhaul of a patchy tax system brought into existence by the rapid transition to the market economy in the early 1990s began in 1999 with the adoption of the first part of the Tax Code. Today, tax reform has largely been completed in terms of codification and elimination of multiple tiers of regulations.

The Russian Tax Code is the primary tax law for the Russian Federation. The Code was created, adopted and implemented in three stages. Part One, enacted July 31, 1998, also referred to as General Part, regulates relationships between taxpayers, tax agents, tax-collecting authorities and legislators: tax audit procedures, resolution of disputes and enforcement of law. Part Two, enacted on August 5, 2000, defines specific taxes, rates, payment schedules and detailed procedures for calculation of taxes. It was significantly amended in 2001-2003 with additions like the new corporate profit tax section and the new simplified tax system for small businesses. The Code is subject to regular changes, which are effected through federal laws.

The Russian tax system provides revenues on three budgetary tiers: federal, regional and local. Rates of federal taxes, by definition, are explicitly set by the Tax Code; rates of regional taxes are limited by the Code but set by regional laws. In other words all taxes are legislated at the federal level, although regional and local authorities have the power to set (or reduce) rates and establish procedures for regional or local taxes. Lower-tier authorities cannot grant concessions with respect to taxes governed by a higher authority (i.e., regional authorities cannot grant concessions on federal taxes).

Major taxes currently payable by businesses and individuals in Russia:

1. Federal Taxes

· Corporate profit tax;

· Value-added tax (VAT);

· Excise taxes;

· Personal income tax;

· Insurance contributions to extra-budgetary funds;

· Mineral resources extraction tax;

· Payments for the use of natural resources;

· Water tax.

2. Regional tax

· Corporate property tax;

· Transport tax;

· Tax on the gambling industry.

3. Local Taxes

· Land tax;

· Individual property tax;

· Advertising tax.

Apart from the taxes listed above, a company may be subject to certain obligatory pension and social insurance payments and pollution charges. The Customs Code governs customs duty separately.

A foreign legal entity (FLE) which conducts activity in Russia through a "separate division", a term which includes representative offices, branches, construction sites and other places of business, for a period exceeding 30 days in a calendar year, is required to register with the Russian tax authorities within 30 days from the day of commencing activity. This is regardless of whether or not the activity is taxable or not. If the FLE operates in more than one location, it must register separately in each location in which it is present. Each real estate project or construction site must also be separately registered.

Although the taxation of a separate division of a FLE is similar to that of a Russian legal entity, there are a number of differences that can make this an attractive form for doing business in Russia.

Corporate Tax and Special Incentives in Russia

Corporate Tax

Corporations and their shareholders are taxed separately. The profit tax rate for all taxpayers does not exceed 20%. This is split into 2 elements: Federal: 2% and Regional: 18%. Municipals do not have their own dividend from this tax. A region has the right to reduce the rate of regional profits tax down to 4.5%. Regional law determines the terms and conditions of such reduction.

The corporate income tax system distinguishes between resident legal entities, which pay tax on their worldwide income (credit relief is available for foreign tax paid up to the amount of the Russian tax liability that would have been due on the same amount under Russian rules), and foreign legal entities, which pay profits tax on income derived through a permanent establishment (at the rate of 20%) and are also subject to withholding tax on income from Russian sources not related to a permanent establishment (at rates varying from 10% to 20% depending on the type of income and the mechanism for its calculation).

In accordance with the general provisions of the Tax Code, income received by a foreign legal entity and not attributed to a permanent establishment (PE) in Russia is subject to withholding income tax in Russia (to be withheld at source). Withholding income tax rates are as follows:

· 15% on dividends and income from participation in Russian enterprises with foreign investments;

· 10% on freight income;

· 20% on some other income from Russian sources, including royalty and interest;

· 20% of revenue or 24% of margin in relation to capital gain (from the sale of immovable property located in Russia or shares in Russian subsidiaries where the immovable property located in Russia represents more than 50% of assets). Taxation of the margin (rather than the gross amount of income received from the above sales) can be applied only if proper documentary support of expenses is available.

Tax should be withheld by the tax agent and paid to the budget within three days of the date when the income was paid out.

Income tax withholding rates may be reduced under a relevant double taxation treaty, whose provisions may be applied based on confirmation of tax residence, to be provided by a foreign company to the Russian tax agent prior to the date of payment (no advance permission from the Russian tax authorities is required).

The tax period is a calendar year. The reporting period may vary, depending on the system used by a taxpayer.

Territoriality

A company incorporated in accordance with the laws of the Russian Federation is considered a Russian tax resident. Based on the Russian tax strategy for the years 2008-2010 published by the Ministry of Finance, in the future, resident status will depend on “place of management” and also “residence of shareholders”. If the company qualifies as a Russian tax resident according to these criteria, the difference between tax paid abroad and standard Russian corporate income tax will have to be paid to the Russian budget. 

Representative offices / branches of foreign legal entities

Technically, representative offices of foreign companies are only allowed to conduct representation activities, while branches are allowed to conduct trade or business. Whether a foreign company creates a permanent establishment in Russia depends on the scope and nature of its activities, not its legal form.

Permanent establishments

Foreign legal entities pay tax on profits attributable to a permanent establishment (PE). A PE is broadly defined as “a branch, division, office, bureau, agency, or any other place through which a foreign legal entity regularly carries out its business activities in Russia”. Russia’s various double taxation treaties may define a PE differently, which could result in tax relief in some cases. Conducting business through an agent may also create a taxable PE in Russia.

Profits of a PE are computed on substantially the same basis as Russian legal entities, including the composition of tax-deductible expenses. The Tax Code does not specifically provide for deductibility of expenses incurred abroad by a head office with respect to its PE in Russia, although most double tax treaties provide for such a possibility. If a foreign legal entity conducts free-of-charge preparatory and/or auxiliary services for third parties, a PE is considered to have been formed, and the tax base is calculated as 20% of its expenses relating to such activities.

Foreign legal entities operating in Russia through a PE are to follow the filing and payment schedules established for Russian legal entities, although they do not make monthly advance payments and pay profits tax on a quarterly and annual basis only.

Expenses subject to limitation

The following types of expense may be deducted for profit tax purposes within certain limits:

1. Advertising. Expenses on advertising in the mass media, including press, radio and television advertising, outdoor advertising, printing of brochures and catalogues, and participation in exhibitions, are not subject to any limitation. Other categories of advertising expenditure may be deducted for profit tax purposes up to an amount equivalent to 1% of a taxpayer's sales revenue (net of VAT).

2. Business trips. No limitation is placed on accommodation and transportation expenses, provided these are properly documented. However, the deduction for per diem allowances is currently limited to RUB 100 per day for business trips within Russia. There are also country-specific per diem rates for trips overseas.

3. Insurance. Obligatory property insurance premiums are deductible within certain limits. Voluntary insurance premiums are only deductible if specifically provided in the tax legislation.

4. R&D. Costs for certain types of research & development are fully deductible over one year, starting from the month when the R&D activity was completed, irrespective of the result. When the R&D activity is performed in a Special Economic Zone, the expenditure is immediately deductible.

5. Interest. Interest charged at a rate, which is more than 20% above the average rate charged on comparable loans made in the same quarter is non-deductible. 

6. Thin Capitalization. The thin capitalization rules restrict the deducibility of interest charged on “foreign controlled debt”. The rules apply to loans and other advances:

· To a Russian company from a foreign entity which owns, directly or indirectly, more than 20% of the Russian company's share capital;

· From a Russian company, which is an affiliate of a foreign entity, to another Russian company, where the foreign entity owns, directly or indirectly, more than 20% of the recipient's share capital;

· That are guaranteed or otherwise secured by a foreign entity that owns, directly or indirectly, more than 20% of the Russian company that received the loan, or loans guaranteed or secured by a Russian affiliate of the foreign entity.

The deductibility of interest is restricted to the extent that the controlled debt exceeds net assets by more than 3 times, or 12.5 times in the case of banks and leasing companies. Interest on excess debt is non-deductible and treated as a dividend subject to withholding tax. In the event that the taxpayer has negative net assets, the whole amount of interest accrued on the controlled debt will be non-deductible and treated as a dividend.

7. Reserves A taxpayer may create certain types of reserves, including reserves for warranty repairs, repairs of fixed assets and for doubtful debts, subject to certain rules. In principle, a taxpayer may transfer the following tax-deductible amounts to a doubtful debt reserve: 50% of the invoice value for debts outstanding for between 45 and 90 days, and 100% of the invoice value when that period is exceeded. The total reserve for doubtful debts as of the end of reporting (tax) period may not exceed 10% of revenue for the respective period Special rules apply to banks and licensed dealers in securities.

8. Taxation of Dividends

Dividends received by Russian legal entities

From January 2008 dividends received by Russian legal entities from Russian or foreign legal entities are taxed in Russia at a 9% flat rate.

Dividends from companies residing in offshore zones with preferential tax regimes will not be eligible for the tax exemption. The list of the offshore zones is established by the Ministry of Finance: Saint-Petersburg, Tomsk, Krasnodarskiy kray, Sakhalin region, Altay republic, Altajskiy kray, Buryatiya republic, Dubna and Zelenograd (Moscow region), Lipetsk, Kaliningrad region, Stavropolskij kray, Irkutsk region, Magadan region (Figure 2.3.2). 
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Figure 2.3.2 Map of Russian Special Economic Zones

Tax on dividends from abroad withheld in the source country may be credited against Russian tax if there is a special provision in the relevant double tax treaty.

The tax should be paid to the budget account with the territory office of the State Treasury within 10 days of the date when dividends were paid off.

Dividends paid by Russian legal entities

The standard 15% tax rate is applicable to dividends paid by Russian legal entities to foreign legal entities. The tax should be withheld by the Russian legal entity paying dividends. The tax may be reduced based on a relevant double tax treaty (typically to 10% or 5%).

Simplified Tax

A company can use a simplified tax system only if certain criteria are met, including but not limited to:

· The company's annual turnover does not exceed 15,000,000 rubles for the year;

· Net book value of fixed assets and intangible assets does not exceed 100,000,000 rubles;

· Number of employees is below 100 persons, etc.

Note that this tax regime is not available to companies where more than 25% of its capital is owned by other organizations.

This tax has to be paid once a year - on 31 march of the year that is the next of the tax period.

Imputed Income Tax

Regional authorities have the right to impose an "Imputed Income Tax" on individual entrepreneurs and companies, for specific types of activities (e.g., public catering, retail trade). A taxpayer paying this tax is exempt from many other taxes (e.g., Profits Tax, Property Tax, and UST) in respect of the operations subject to Imputed Income Tax.

Imputed Income Tax does not exempt employers or individual entrepreneurs from mandatory pension insurance contributions. This tax is established based on the "imputed" revenue per month and is adjusted by special coefficients based on the type of land used, range of goods, seasonal factors, size of income, etc. The tax rate is 15%.

Incentives

The number of incentives available to taxpayers was scaled back dramatically as part of the codification process.

At present, taxpayers may enjoy incentives granted either by regional or local authorities with respect to taxes paid to their budgets, or by the legislation on special economic zones.

Regional incentives are granted to classes of taxpayers (typically large investors or entities operating in specific industries).

During 2006, under the Federal Law “On Special Economic Zones”, the following special economic zones (SEZ) were introduced:

· Technical research and implementation zones for scientific projects;

· Industrial production zones to develop industrial production;

· Tourism-recreation zones for the development and effective use of Russian tourist resources.

Industrial production zone residents must make capital investments of at least EUR 10 million (including at least EUR 1 million in the first year). There are no similar requirements for residents of technical research and implementation zones or tourism-recreation zones.

SEZ residents are entitled to a number of tax benefits, such as reduced profits tax (from 20% to 12%), exemption from property tax for five years from the moment the property is recorded on the balance sheet; and exemption from land tax for five years from the acquisition of a title to a plot. SEZs, except for tourism-recreation zones, will be treated as Free Customs Areas, i.e., foreign goods delivered to and used in the SEZ will be free of customs duty and VAT.

Holding companies

From January 2008, the Tax Code establishes a favorable tax regime for holding companies located in Russia. The tax rate for dividends received by Russian holding companies from foreign subsidiaries will be reduced from 15% to 9%. A zero rate is applicable to dividends received by Russian holdings from their abroad daughter companies. The tax on dividends paid to foreign holding companies is paid at the rate of 15% (tax must be withheld by Russian subsidiaries on each payment and may be reduced in accordance with a relevant double tax treaty).

Excise Tax

Excise tax is payable by companies and individual entrepreneurs selling and importing excisable goods into Russia.

Excisable Goods

In accordance with article 181 of Russian Tax Code the following groups of products are considered as excised (stamped) goods:

1. Ethyl alcohol from all kinds of raw material except for cognac alcohol;

2. Alcohol products (solutions, emulsions, suspensions and other liquids) consisting of ethyl alcohol with the composition share of no lower than 9%;

3. Vet drugs, registered at the responsible federal bodies with an entry into the State List of Registered Vet Drugs, developed for livestock farming in Russia and bottled in phials of no more than 100 ml.;

4. Make up products, registered at the responsible federal bodies and bottled in phials of no more than 270 ml.;

5. Waste, applicable for further processing as well as technical use, which is left over after the production of ethyl alcohol from foodstuffs, vodka and liquor. The waste should be in compliance with the regulation documentation of the federal bodies with an entry into the State List of Ethyl Alcohol, produced from food stuffs and alcohol products in Russia;

6. Household chemical goods in metal aerosol packing;

7. Alcohol products (spirit for drinking, liquor products, cognacs, wine and other food products consisting of ethyl alcohol with the composition share of more than 1,5%), with the exception of the raw materials for wine production;

8. Beer;

9. Tobacco products;

10. Some types of automobiles and motorcycles;

11. Automobile gas;

12. Diesel oil;

13. Motor oils for diesel and/or carburetor (injector) engines;

14. Straight run gas.

Importation of those goods without excise stamps into Russia is forbidden.

Transactions Subject to Taxation

Excise tax is imposed on excisable goods sold in Russia and on excisable goods imported into Russia.

Since Russia generally applies the "destination principle" in assessing consumption taxes, exports of excisable Russian goods outside Russia are free from excise tax. To obtain this exemption, a taxpayer must comply with certain customs export procedures and present documentation evidencing the export of the goods.

Tax Rates

Tax rates vary depending on the category of excisable goods. The rates are periodically adjusted by the tax authorities. Special excise rates for each type of excisable goods are established in the Tax Code. The tax base is determined by either the quantity of excisable goods or the value of such goods depending on whether the tax rates are specific (i.e. a fixed amount per unit) or ad valorem (a percentage of the sales price).

Excise tax should be charged at the date of sale, which is generally deemed to be the date when the goods are dispatched. A producer of excisable goods may deduct excise tax paid on the purchase or import of excisable goods used in the production of those goods. Otherwise, excise tax is non-deductible.

Starting January 1st 2010 the new law “On introduction of changes into 28th and 28th of the 2nd part of The Tax Code of the RF” came into force. It provides the new excise rates for alcoholic products, higher than before (Table 2.3.4).

Table 2.3.4 Excise rates for alcoholic products in Russia
	The kinds of excisable goods 
	Tax rates (in rubles per 1 liter)

	
	From January 1st 2010 to December 31st 2010 inclusive
	From January 1st 2011 to December 31st 2011 inclusive
	From January 1st 2012 to December 31st 2012 inclusive

	Alcoholic beverages with ethanol volume more than 9% 
	210,00 rubles

per 1 liter of anhydrous (absolute) alcohol contained in excisable goods
	231,00 rubles

per 1 liter of anhydrous (absolute) alcohol contained in excisable goods
	254,00 rubles

per 1 liter of anhydrous (absolute) alcohol contained in excisable goods


Source: Article 193 of the Tax Code, 

Payments and Filings

The tax period is a calendar month. Deadlines for tax payments and submission of tax returns vary. They primarily depend on the category of excisable goods. Excise tax reporting and payments must be made at the location of the taxpayer and at any separate sub-divisions, which carry out transactions subject to excise tax. Certain alcohol and tobacco products, both domestic and imported, require an advance payment by means of an excise stamp, which must be attached to each excisable item prior to its sale at the place of production of the respective products.

Starting January 1st 2010 on transferring produced excisable goods it is necessary to pay the full amount of excise not later than 25th day of month following expired fiscal period (clause 3 article 204 of the Tax Code of Russia).

Tax Deduction

The amounts of excise produced by sellers and paid by taxpayer on purchasing excisable goods, which are later used as raw materials for producing of excisable goods, are subject to being withheld(clause 2 article 200 of the Tax Code of Russia). 

From January 1st 2010 the pointed norm was supplemented: excise withholding on production of alcoholic products with ethanol content more than 9% compute within the excise amount set for ethanol (regardless of the kind of raw materials used for producing highly alcoholic beverages).

Property tax

Corporate property tax is a regional tax, thus regional regulations as well as the Tax Code govern its application. Corporate property tax is payable by:

· Enterprises, organizations with a status of legal entity;

· Foreign legal entities, having taxable property in Russia;

· Separate sub-divisions of Russian legal entities having separate balance sheets. Separate subdivisions are required to remit property tax to the regional budget relating to each separate subdivision.

Tax base

Property tax is levied on both movable and immovable property. Property subject to tax comprises Fixed Assets and "Profitable Investments in Property" as classified under Russian Accounting Standards, and property provided for temporary use, in trust, or contributed under a simple partnership (joint activity) agreement. Land, water and other natural resources are not subject to property tax.

The tax base is the average annual residual value of taxable property (i.e. cost less depreciation), calculated in accordance with Russian accounting principles. The average annual value is calculated by taking the sum of the residual values of the related property on the first day of each month of the tax period and the last day of the tax period divided by the number of months in the tax period plus one.

Tax rates

Tax rate of property tax may differ for regions of Russia, but not exceed 2.2%. The maximum rate is currently imposed in the majority of Russia's regions, including Moscow and St. Petersburg. However, some regional authorities, often conditional on an investment in the region, offer a reduction or exemption.

Tax Payments

The tax period is a calendar year. Nevertheless, advance tax payments must be calculated and paid based on the results of each calendar quarter. Advance payments are computed by multiplying the average net book value of taxable property for the reporting period by one quarter of the applicable tax rate. The total amount of tax due for a tax period is determined by multiplying the tax base for the tax period by the tax rate for the entire period less the advance payments remitted for each quarter to date.

Taxpayers must file quarterly tax returns within 30 days after the reporting period. Annual tax returns should be filed no later than 30 March following the reporting period. Regional authorities have the power to amend the tax payment deadlines. Some authorities exempt certain categories of taxpayer from quarterly advance payments.

Property Located in Other Regions

Where an entity owns taxable immovable property located in a region other than that where it is registered, for example in a subdivision with a separate balance sheet, it is required to pay tax to the budget at each property location. The law in that particular region governs the tax rates and the filing and payment procedures.

VAT

VAT applies to companies, (including representative offices and branches of foreign companies), entrepreneurs and any person importing goods into Russia. The administrative authority is the Federal Tax Service.

Companies and entrepreneurs may apply for exemption from VAT if their aggregate revenues for three consecutive months, excluding VAT, are below 2 mln.rubles. In addition, businesses that apply certain special tax regimes, such as the simplified tax system (available only to relatively small businesses), are outside the scope of VAT unless they import goods into Russia.

VAT is charged on the majority of sales of goods, works and services supplied in Russia. VAT is also imposed on most imports into Russia, including alcoholic beverages. 

VAT Rates

There are three different rates of VAT depending on the nature of the supply:

· The 0% rate applies to sales of goods exported outside Russia; to the supply of goods placed under a free customs zone regime and certain supplies related to space exploration;

· The 10% rate applies to certain foods, children's goods, medical and pharmaceutical products, and certain books and periodicals;

· The 18% rate applies to all other taxable sales of goods, works and services.

All alcoholic products are imposed by 18% VAT rate.

Taxable Base

VAT liability arises at the earlier of the following two dates:

· The date of shipment or transfer of goods, works, services and property rights; or

· The date of payment or partial payment for a future shipment of goods, performance of works, provision of services or transfer of property rights.

On the date of the shipment of goods, performance of works, rendering of services or transfer of property rights, VAT should be applied to the full transaction cost (excluding VAT).

Manufacturers and trading companies calculate their taxable base as the sales price of goods sold, including excise tax if applicable. For agents and entities selling on a commission basis, the taxable base is defined as the commission or fee income. For import purposes, the taxable base is determined as the customs value plus import duties and excise tax, where applicable.

Branches

Due to the fact that branches of Russian companies are not considered to be independent taxpayers for VAT purposes, supplies between branches are not taxable transactions, provided that the expenses incurred in making the supplies are deductible for profits tax purposes.

Foreign legal entities with several offices or branches in Russia are entitled to nominate a "reporting" office or a branch to be responsible for all VAT reporting and payment obligations.

Reverse Charge

If foreign companies, which do not have a Russian tax registration supply goods, works or services in Russia, and these supplies are deemed to be made in Russia according to the place of supply rules, the remittance of VAT is made through a withholding mechanism. The tax-registered buyer of these goods, works and services is required to withhold VAT from the amount payable to the foreign supplier and remit that tax to the budget.

Payments and Filings

Starting from 1 January 2008, the VAT reporting period is a calendar quarter. A VAT return should be submitted and the corresponding taxes paid by the 20th day of the month following the reporting quarter.

VAT withheld from payments to foreign legal entities for works or services rendered in Russia should be remitted to the budget at the same time as making these payments.

VAT liability

The liability to pay VAT arises when the VAT return is filed.

VAT on sales should be paid on an accrual basis as of 1 January 2006. The time of supply for the supplier is the earliest of: the date of shipment (or, where the goods are not shipped, the date of the transfer of ownership) of the goods, the date of performance of the works or services, or the date of payment. For ongoing or continuous supplies of services, there are no specific rules determining the time of supply. In practice, the tax authorities look to associate documentation, such as acts of acceptance between the parties, to determine the time of supply for services.

For late payment, interest of 1/300 of the Central Bank of Russia refinancing rate is charged for each day of delay on the outstanding VAT amount.

For non-payment of VAT, a fine of 20% of the outstanding VAT is charged. The fine can be increased to 40% if the tax authorities consider that underpayment/non-payment of VAT was deliberate.

The Russian tax authorities are entitled to check a taxpayer’s activities for three years prior to the year in which a tax audit is initiated.

2.4 Distribution Structure

a. Distribution channels

Distribution is the key to success in the Russian market. The distribution system of cachaca in Russia consists of three levels and various kinds of distribution channels (Figure 2.4.1).
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Figure 2.4.1 Distribution structure
Level 1 of distribution

At the first level, cachaca is distributed among Major Distributors, Wholesale-retail companies, and company outlets. Importer can directly supply on-trade and off-trade business with its production.

At present 19 companies import cachaca into Russia. Majority has their headquarters in Moscow, St. Petersburg or Kaliningrad. Most importers have established trading houses that serve as wholesalers and distributors. 

Duty-free shops are a specific group of importers; therefore they were shown separately. This type of shops sells cachaca directly to final customers. The volume of sold foreign products through this channel in 2009 was around 6,5% of the total volume of imported cachaca in money terms.

Major distributors. Such companies distribute products in the regions through their network of regional branches. They usually run distributor centers in several regions. 

There are four types of Direct Client of Importers and Major Distributors: wholesale-retail companies, retail chains and shops, and HoReCa
.

Level 2 of distribution

At the second level Wholesale-Retail Companies operate. They purchase from Major Wholesale Companies and Importers to resell wholesale and retail. These large group of companies unites different types of sellers, which can operate either through their network in a few regions or in big cities or in one particular region or city. These firms can supply with cachaca on-trade/off-trade companies as well as sell the product directly to final consumer.

Level 3 of distribution

Finally, on the third level of distribution system there operate several types of companies that sell cachaca directly to consumer. They may purchase cachaca from importer, wholesale and wholesale-retail companies.

Company outlets. Some large importers have their own retail outlets in Russia where customers can buy cachaca directly.

Off-trade business includes several groups of retail enterprises: specialized and non-specialized shops and retail chains. All of them sell directly to consumers. Non-specialized retail chains are mostly situated in the largest cities of Russia.

On-trade sector is represented by the group named HoReCa (Hotel, Restaurant, Café). 

b. Recommended channels for distribution of Brazilian products

There are many possible distribution channels for selling cachaca in Russia. For efficient business the most appropriate way of product delivery to final customer must be chosen. Decision about the most favourable channel depends on many factors.

Considering the fact that cachaca is not a common drink for Russian consumers and that the volumes of imported cachaca is rather low (comparing to other strong alcoholic beverages) it is advisable to concentrate on three key channels: “Duty-free shop ‑ Consumer”, “Importer – HoReCa ‑ Consumer” or “Importer – Specialized retailer ‑ Consumer”.

c. Sales promotion and advertising editions

Choosing of promotion method of every product type depends on the product type, its price-segment, and also on the company budget and its strategy. In Russia promotional methods of alcoholic drinks are limited by Russian law, and first of all there should be mentioned the prohibition of advertising of alcoholic beverages, except for places of production and distribution (article 21 of the Federal Law «About advertising» from 13.03.06 N 38-FZ).

Considering all the particularities at present the most popular methods of alcohol promotion are as follows:

Merchandising. Because of wide range of strong alcoholic beverages on the market a merchandiser has a great part of work on target product promotion. Much depends on this person: advantageous arrangement of goods on shop shelves, control over product display and assortment, dealing with POS-materials
, supervising of promotional events etc. If a customer comes not for some particular type (or brand) of alcohol, his choice completely depends on merchandiser’s professionalism.
BTL-actions. Such events are more frequent in specialized shops or alcoholic departments of large retail chains. This method is especially popular for promotion of premium products.
POS-materials are one of the key instruments of promotion of alcoholic products, as a shop (place of sale) is frequently the only place where a buyer can learn about particular product/brand. According to estimations of the experts of Russian alcoholic market using of POS-materials may increase sales level in shops by 20%.

Press advertising. Failing commercials on TV advertisement in press (banners) is becoming the only way to bring the information about the product to final customer outside point of purchase. 

The type of print advertising depends on the brand positioning.

Recently large-format print ads have become very popular: a company buys the whole page of some periodical and gives there it gives the detailed information about its history, its product(s) and brand(s), its consumer properties, awards etc. Such kind of publicity can become an optimum option for the novelties on the market. 

Exhibitions. Participation in exhibitions and fairs gives the opportunity to find suppliers and distributors of the product; in addition it is a way of raising customer’s awareness of the product and its properties, since many final customers attend such events on the purpose of sampling by taste.

Periodicals

Journal “Enoteka”

Periodicity: varies

Address: 105005, Moscow, F.Engel’sa Str., bld.46

Phone number /Fax: +7 (499) 2656153, 2656372, 2655618 

Web: www.enoteka.ru
E-mail: enoteka@enoteka.ru
Journal “Imperiya vkusa”

Periodicity: 8 times a year

Address: 191011, St.Petersburg, Italyanskaya Str., bld.29, room 5 

Phone number /Fax: +7 (812) 5716827, 3102107, 3350584

Web: www.imperiavkusa.ru
E-mail: iv@imperiavkusa.ru
Journal “Napitki”

Periodicity: 8 times a year

Address: 125047, Moscow, Butyrsiy val Str., bld.20

Phone number /Fax: +7 (495) 7403978, 2503862, 7483422

Web: www.napitki.com
Е-mail: editor@napitki.com
d. Exhibitions and fairs

Drinks St. Petersburg 2010

Place: Russia/St.Petersburg

Period: 06.04.2010-08.04.2010 

Periodicity: Annually

Exhibition contractor: Primexpo 

Web: www.primexpo.ru
E-mail: info@primexpo.ru
Interfood 2010

Place: Russia/St.Petersburg

Period: 06.04.2010-08.04.2010 

Periodicity: Annually

Exhibition contractor: Primexpo 

Web: www.primexpo.ru
E-mail: info@primexpo.ru
St. Petersburg Wine And Vodka Fair 2010

Place: Russia/St.Petersburg

Period: 06.04.2010-08.04.2010 

Periodicity: Annually

Exhibition contractor: Lenexpo 

Web: www.lenexpo.ru
E-mail: mail@lenexpo.ru
Wine and drinks 2010 

Place: Russia/Krasnodar

Period: 07.04.2010 – 09.04.2010 

Periodicity: Annually 

Exhibition contractor: KrasnodarExpo, ProExpo

Сайт: www.krasnodarexpo.ru, www.proexpo.info
E-mail: admin@krasnodarexpo.ru, proexpo@peterlink.ru
DRINK EXPO 2010

Place: Russia/St.Petersburg

Period: 21.08.2010-30.08.2010 

Periodicity: Annually

Exhibition contractor: Lenexpo 

Web: www.lenexpo.ru
E-mail: mail@lenexpo.ru
Wine-Vodka 2010

Place: Russia/Sochi

Period: 02.09.2010-04.09.2010 

Periodicity: Annually 

Exhibition contractor: “SOUD – Sochinskiye vystavki”

Web: www.soud.ru
E-mail: soud@sochi.ru
Industriya napitkov (Russian wine fair) 2010 www.drinksindustry.ru
Place: Russia

Period: 23.11.2010 – 26.11.2010

Periodicity: Annually 

Exhibition contractor: ASTI GRUPP

Web: www.astigroup.ru
E-mail: info@astigroup.ru
e. Marketing consultation

At present a lot of firms in Russia provide marketing and consulting services. Among them there are the largest international companies that offer such services, the list of which can be seen below.

Pricewater-house Coopers

White Square Office Center, 10 Butyrsky Val, 125047, Moscow, Russia

Phone: +7 (495) 967-6000

Fax: +7 (495) 967-6001

Web: www.pwc.com/ru/ru
Deloitte & Touche

5, Lesnaya Str., 125047 Moscow, Russia

Phone: +7 (495) 787-0600

Fax: +7 (495) 787-0601

Web: www.deloitte.com
Ernst & Young

Sadovnicheskaya nab. 77, bld. 1, 115035, Moscow, Russia

Phone: +7 (495) 755-9700

Fax: +7 (495) 755-9701

Web: www.ey.com
KPMG

Naberezhnaya Tower Complex, Block C, 10 Presnenskaya Nab., 123317, Moscow, Russia

Phone: +7 (495) 937-4477

Fax: +7 (495) 937-4499

E-mail: moscow@kpmg.ru
Web: www.kpmg.ru
McKinsey and Company

Lesnaya Str., 5, build. “C”, 125047, Moscow, Russia

Phone:  +7 (495) 424-8000

Fax: +7 (495) 424-8001

E-mail: zapros@mckinsey.com
Web: www.mckinsey.com
GFK Rus

Ryazanskij prospekt 8а, 109428, Moscow, Russia

Phone: +7 (495)  937-7222 

Fax: +7 (495) 937-7233

E-mail: mail@gfk.ru 

Web: www.gfk.ru
PART 3.  HELPFUL INFORMATION ON BUSINESS DEALING TO RUSSIA, CONCLUSIONS AND RECOMMENDATIONS FOR BRAZILIAN COMPANIES

3.1 Trading customs

Negotiating process

Russian business customs tend to be formal. Introductions are respectful, business cards are exchanged and suits are worn. If you attend a meeting with a traditional Russian entity, the same level of people should be represented on each side of the table, i.e. Vice President from X and Vice President from Y, Deputy Director from X and Deputy Director from Y. Agendas are often circulated in advance as a courtesy. The handshake is used both during the meeting and during the leave, mostly among men. Dealing with public and state officials can sometimes be time-consuming and requires patience and perseverance.

Russians value patience and politeness. You are expected to be on time for all meetings, yet you will also be expected to be patient enough to wait for your Russian counterpart to arrive. Expect loud conversations and even shouting or storming out of the meeting during business negotiations. This is how many Russian businessmen negotiate. Final offers are a negotiating strategy.

For participating in business negotiations it is always necessary to prepare so-called commercial offer. In there you should formulate laconically the purpose of the project, duties of the interested parties, possible economic or organizational effect. On total volume a text must not exceed 2/3 pages; this offer is also suggested to be visually pleasing.

Use of catalogues and samples

Catalogues and samples are widely used in Russian business processes as they help to a salesman to show its range of products «alive», and to a buyer ‑ to evaluate their quality and properties through first-hand experience. The followings variants of presenting of catalogues and samples are possible:
· During business negotiations;

· On the specialized exhibitions;

· Delivery by mail into company offices.

For novelties in Russia there is a practice of product supplying «on consignment»: a producer (dealer) can advance a trial lot or catalogues to a retail or wholesale merchant and other potential partners, ‑ if a commodity please its consumer, a supplier is likely to make a regular contract.

Visits and other forms of contacts

Besides negotiations in a company office or during business (working) lunch the following forms of business contacts are acceptable: public-call negotiations, correspondence both traditional and with the use of e-mail. Presently such negotiation types as videoconferencing or conference through IP-telephony are gaining popularity.
In addition, the law of the Russian Federation allows signing agreements remotely through an electronic digital signature (FL #258-FL «About electronic digital signature»).

Nevertheless it is necessary to take into account that substantial points are traditionally discussed at personal meetings only.

General conditions of import contracts 

The general conditions of import contracts in the Russian Federation are determined by clause of Vienna Declaration on Contracts for the International Sale of Goods from April 10 1980; by the general norms of civil legislation of the Russian Federation and delivery terms systematized and published by the International Chamber of Commerce (ICC) (Paris) «INCOTERMS-2000». 

An agreement is usually made in the Russian and foreign languages. Double interpretation of formulations is not allowed, the articles of contract must not contradict with each other. The delivery terms of «INCOTERMS-2000» are advisory; the contract terms may be changed at wish of both parties. At the same time for Russian companies pointing the delivery terms in a foreign trade contract and Customs Cargo Declaration (CCD) in accordance with INCOTERMS is obligatory.

At signing of an agreement between Russian and Brazilian companies it is necessary to take into account possible divergences in legislation of the countries. To avoid disagreements it is preferable to be oriented on the norms of international law or have recourse to the help of legal expert.

Generally a standard agreement contains the following parts: 

· Preamble (contains: Contract Name, Contract Number, Place & Date of Signature, Contract Parties);

· Subject of the Contract;

· Price and total amount of the contract;

· Terms of delivery;

· Terms of payment;

· Packing and Marking;

· Acceptance of the Goods;

· Quality and Warranty;

· Claims;

· Force-major;

· Other terms;

· Annotation;

· Legal address and Bank Requisites of the Parties;

· Signature of Parties, Date of Signature.

A sample of foreign trade contract is represented in Appendix (page 60).

Insurance and freight

Insurance

In Russia insurance activity is regulated by the Civil Code, Federal laws and Government orders. 

The freight insurance market in Russia is less developed that in Europe and the USA: such kind of services is provided by only 35% of insurance companies; it is related to the crisis tendencies in the economy, decreasing of the volume of freight turnover and low degree of belief to insurance companies. However insurance of export-import transactions reaches 100%, as it is the obligatory requirement of importers. Though insurance of import in Russia is not settled legislatively, its absence can become a reason of forbidding of transporting of the goods through customs border of the Russian Federation.

Key market players operate mostly in Moscow and Saint Petersburg, however for clients’ convenience some companies open their offices near customs borders of the Russian Federation.

Internal transportations on Russia are considered to be high-risky, not all foreign companies offer services in insurance of goods transported over the territory of Russia; otherwise they set too high tariffs. Therefore the row of importers operates under the following scheme: transporting to the customs border of Russia is insured by a foreign company, on territory of the country – local company, which is better acquainted with the specificity of work and offer lower tariffs.

As a rule for export-import transactions companies insure either goods or liability of carrier, or risk of losses from entrepreneurial business due to nonfulfillment of contract terms by either party.

It is necessary to remember that in case of liability insurance of carrier the cargo owner will get the insurance compensation only with proved guiltiness of the insured person. As a rule the guilt can be establish only in court, therefore we recommend that goods should be insured. 

There are three types of insurance of goods in Russia:

1. With liability of insurer for all risks; 

2. With liability of insurer for total loss or damage to cargo; 

3. Free of particular averages.

According to the statistics the most losses fall at theft and cargo shortage – it should be taken into consideration at insurance choice. Generally a cargo can be insured for all risk types. 

In accordance with the Civil Code of the Russian Federation, the following cases are not admitted as loss events and are not supposed to be compensated: the impact of a nuclear blast, radiation or radioactive contamination; the hostilities, and also exercises and other military undertakings; the civil war, popular unrest of any kind of strikes; for the losses sustained owing to the seizure, confiscation, requisition, attachment or destruction of insured property according to the orders of state bodies.

The key points at insurance agreement completion:

· Insurance is drawn up on the person interested in safety of goods, but naming of assured party is optional;

· At insurance registration the beneficiary party, as a rule, fills a standard form, where he specifies the necessary information (information about insures, goods, transport, terms and delivery dates etc.), however it is possible to register the insurance on the basis of oral statement;

· Insurance company has rights to conduct examination of the insured property;

· Assured party must inform the insurer about all known circumstances being important in determination of risk degree of loss (damage) of goods; otherwise an agreement can be annulled;

· Insurer must give to assured an decisive elucidation about all substantial terms of negotiated contract: information about cargo, which is subject to insurance; insurance risks (insurance events) covered by insurance; size of a policy; term of insurance contract, etc;

· Policy value accounts individually and depends on the cargo type, its volume, packing, price, and route for the shipment, type of transport, presence of guard, statistics of events insured and amount of deliveries. On the average in 90% cases a policy value makes 0,08-0,3% of the total value of load.

Freight

Freight is a payment to transport owner for services in transportation of goods. The concept of Freight is used to various types of transport (marine, motor, air, train), however it is more widespread in marine transportations. 

In Russian legislation substantive provisions about chartering are fixed in the “Merchant Marine Code of the Russian Federation”, the key points of which are as follows:

· All payments due to carrier are paid by sender or freighter;

· Freight size is set by the agreement of parties;

· If freight size of loaded goods exceeds one indicated in contract, the freight size is due to increase accordingly. If freight size of loaded goods is less than one set by the agreement, the freight covered by the agreement is paid.

· Freight is not chargeable for the goods lost during its transportation and is due to be returned in case it was prepaid. 

· For a load lost or damaged because of his natural properties or circumstances depending on its sender, the freight is paid in full.

· Carrier is liable materially for load safety, except for the cases when damage to the load was inflicted due to circumstances beyond carrier’s control.

Detailed information on freight charge, liability of parties, delivery terms and time of delivery is stated in an agreement.

Russian freight companies work in accordance with two schemes:

1. Linear shipment are of regular character, i.e. call at certain ports with certain frequency;

2. Tramp operations – non-regular/one time operations.

There are a lot of international companies worked in the Russian market as insurance and freight agents. The largest players function in accordance with international terms; we recommend cooperating with companies with good business reputation only.

Customs clearance

Main documents required for undergoing customs clearance:

1) Foreign Trade Contract;

2) Invoice, proforma Invoice;

3) Specification and Packing List;

4) Goods and transport documents (Bill of Lading, CARNET-TIR, International motor waybill (CMR), House Bill of Lading, Air waybill, Rail consignment note (international or house));

5) Documents required for undergoing Currency control and confirmation of customs value of goods (Passport of transaction, carriage, insurance and payment documents).
The additional information is presented above (chapter1.3 Market access, page21).

Agents appointment

When the volume of products is high and the distribution of products is geographically dispersed, consideration may be given to identifying an effective distribution agent to carry out marketing and distribution functions. With this method, the vendor can negotiate with the distribution agent as to the scope of its services. One of the important services, which the distribution agent is likely to carry out, is marketing. The agent can either be a retail chain of well-located stores or a distribution company with a diversified and effective distribution network.

On choosing of an agent a supplier should consider its business reputation, experience, and its working area. 

But for strengthening and keeping its market position a foreign company is advised to set up a wholly foreign owned trading enterprise in Russia.

Trading disputes and arbitration

There is a special institution that assists in settling of international disputes in Russia – it is the Chamber of Commerce and Industry of the Russian Federation and particularly its department the Center of Arbitration and Mediation at the Chamber of Commerce and Industry of the Russian Federation, which includes the International Commercial Arbitration Court at the RF Chamber of Commerce and Industry, Court of Arbitration for Resolution of Economic Disputes, Maritime Arbitration Commission and Panel of Mediators in Conciliation Proceedings at the Chamber of Commerce and Industry of the Russian Federation.

The main tasks of the center are as follows:

· Promoting arbitration and mediation procedures in every way it can, including holding conferences and workshops, publishing materials of court practice, and compiling and disseminating informational and advertising materials; 

· Arranging and holding arrangements to improve and develop activities of the CCI’s arbitration institutions and Panel of Mediators and cooperation among them in the field of international arbitration, arbitration, mediation, and the Association of Average Adjusters, and to help arbitrators to upgrade their skills; 

· Studying and summarizing experience in practical work and dispute resolution by foreign arbitration centers and arbitration courts in CIS member countries, and also organization and maintenance of activities on summarizing and publishing practical dispute settlement cases of the arbitration institutions of the CCI; 

· Handling of legal proceedings documents connected with disputes brought to the ICAC, MAC, the Court of Arbitration for Resolution of Economic Disputes, the Court of Arbitration for Sport, the Panel of Mediators, and the Association of Average Adjusters operating at the CCI, each under its own Rules, regulations, guidance and instructions, using customized computer software and hardware; 

· Arranging for meetings of panels of arbitrators and mediators to discuss selected cases, coordination of hearing dates, replacing of arbitrators, reporters, and mediators, where required by respective rules of procedure, and planning of schedules of hearings. Assistance to ad hoc arbitration; 

· Drawing up development plans and holding events aiming to improve the performance of the Chamber’s arbitration institutions and Panel of Mediators, and to adopt new organizational and technological methods for use in hearings, including those based on specialized hardware and software; 

· Undertaking efforts to enhance the image of the Chamber’s arbitration institutions and the Panel of Mediators in the business community, including, holding conferences and workshops devoted to international commercial and maritime arbitration, arbitration and mediation; 

· Analyzing and reviewing practices of dispute resolution, compiling and disseminating in the media, including the Internet, informational, analytical, statistical, and advertising materials on the Chamber’s arbitration institutions and Panel of Mediators; 

· Interaction with the media on arbitration and mediation; 

· Working out and perfectioning of the Rules of Procedure and also of regulations applying to the financial aspects of dispute settlement.

Payment forms

Mutual payments at foreign trade operations are regulated by FL of the Russian Federation «On Currency Regulation and Currency Control», by instruction of the Central Bank of the Russian Federation (TsB RF) «On the order of realization of currency control after justification of payments of imported commodities by residents» and the Statute «On non-cash payments in the Russian Federation».

Almost all imported contracts are made on a pre-paid basis. Post-payment is possible only for the well known clients, after long-term working relationships.

According to the Russian Federation legislation all the payments on import-export transactions are carried out by non-cash transfer and strictly with transaction certificates, through authorized banks only, that confirmed such certificates.

There are four possible types of non-cash settlements:

· Settlements by payment orders;

· Payment by a L/C (letter of credit);

· Check payments;

· Settlement in the form of encashment.

Payment order is the most common form of cashless transfers – it means instructing a servicing bank to remit prescribed amount of money from the account. As a rule payment orders are in effect during 10 days from the date of drawing. Settlements by orders can be as follows: payments in due course, advanced and deferred payments.

Payment by a L/C is the most secure method of payments at cooperation with new partners, since the processes of goods shipping and funds transfer are under control of servicing bank. But it is expensive and sometimes difficult to arrange, so this is not a favored payment method. In Russia letter of credit can be used for payments with only one supplier and can’t be readdressed. Cash payments of L/C are not allowed.
Check payments are not common in Russia, since the legislation imposes a lot of restrictions on such type of settlements: 
· Check issued by Russian bank is in circulation on the territory of the Russian Federation;

· Check is to be presented for payment within 10 days;

· Check indorsation is not allowed;

· It is obligatory for check drawer to make pre-transaction fund depositing on a special account.

Check is convenient in the following in the following cases: when payer don’t want to make payments before receiving of goods and supplier want to have security for payment before sending the products; when seller is unknown in advance.

In Russia settlements in the form of encashment are usually applied when international trade rules don’t stipulate other payment forms for the trade of certain goods.

Except enlisted payment forms there are several rarely used types of settlements: settlements by payment requests, bank clearing, inter-bank settlements. 

In general type and order of payments are chosen on mutual agreement of parties and described in contracts. Special attention should be paid to:

· account bank assign; it is advisable to give preferences to large international banks, that have departments both in your and in receiver countries in order to all the payments are made through the single bank;

· correct drawing up of document;

· agreement on transactions currency and currency rates;

· consider possible differences in requirements set by assign banks and legislations of the countries

3.2 Comments on Brazilian production

Summarizing the information presented in the report the following statements about the position of cachaca on the Russian market can be done:

Concerning strengths of the production:

· Unusual (even exotic) product for Russian consumer;

· Several companies-importers as suppliers.

Concerning weaknesses of the production:

· A rather low volume of the product presented in the market comparing to other strong alcoholic drinks;

· Low exposure of the product in shops (especially in regional shops);

· Lack of information about the product and consequently low awareness of Russian customers; 

· Higher transportation costs and longer shipping time for products from Brazil that can cause some overpricing and irregularity of supplies.

There are several key opportunities for Brazilian production on the Russian market:

· A rather high interest of Russian customers in uncommon products and their readiness to try new products;

· Good attitude to the country itself and consequently good prior attitude to products produced there;

· Presence of large companies who are experienced importers of alcoholic products.

In general for improving position of cachaca on the Russian market several aspects must be taken into consideration. It is advisable to: 

· contact with more numbers importers for increasing import volumes, using their opportunities of products distribution, etc;

· raise awareness of variety and quality of the product among Russian customers through participation in fairs and exhibitions, advertisement in press etc.

3.3 Cooperation with Brazilian companies

A producer of cachaca can work on the territory of the Russian Federation in several ways: 

1. Not having an officially organized business-unit on the territory of the country a foreign producer can carry out distribution of its products through special organizations that provide such services – such as importers, distributors, dealers etc. In this situation efficiency of the work almost fully depends on this company, its distributions channels, its strategy etc.

2 Opening of representative office – an organization which can not carry out commercial activities, but can control «from within» the distribution processes of its products, to conduct marketing events, participate in fairs and exhibitions etc

3 Opening of its business-unit – this company either can participate actively in distributing of products on the territory of the country (for example being an importer) or to produce (bottle) its products locally.

One more possible type of cooperation for a Brazilian producer with Russian companies is organization of bottling process on the territory of the Russian Federation. 

3.4 Industrial associations

National union of Alcohol market participants (SUAR)
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Web: www.suar.ru
E-mail: info@suar.ru
Address: 121471, Moscow, Ryabinovaya Str, 44 bld

Phone: +7 (495) 446-37-05

This business institution was founded in 2003 by the largest producers and distributors of alcoholic products. 

Union of alcoholic drinks producers (SPAP).
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Web: www.spap.ru
E-mail: spap1@mail.ru
Address: 111033, Moscow, Samokatnaya Str, 4 bld.

Phone: +7 (495) 726-84-88

This business institution was founded by the largest Russian producers and distributors of alcoholic products. The total volume of produced beverages of the participants of the organization amounts at 50% of the total volume of Russian alcoholic market.

Association “North-West Alliance of alcohol business "Albi"
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Web: www.albi-nw.ru
E-mail: office.albi@freelines.ru
Address: 190000, St.Petersburg, per.Pirogova, 7 bld, office 404.

Phone: +7 (812) 314-34-31; 314-96-24

legal base for alcohol market regulating. It unites the largest operators of the alcohol market of North-Western region of Russia.
Association of North-West Alliance of Alcohol business "Albi" was established by the initiative of the Government of St. Petersburg in order to protect rights and legitimate interests of producers and consumers of alcohol, and to develop the 
Committee of alcohol producers Association of European businesses in Russia
Web: www.aebrus.ru
E-mail: info@aebrus.ru
Address: 127473, Moscow, Krasnoproletarskaya str. 16 bld. 3.
Phone: +7 (495) 234-27-64

In the Russian Federation this organization presents the interests of foreign companies-participants entering Russian alcoholic market.

Coordinating Council of non-profit organizations working in the market
The Coordinating Council consists of: "Association of secure business in the market of wine, alcohol beverages and tobacco products", "The Committee of Alcohol Producers of the European Business Club in Russia", "National Union of Alcohol Market Participants" (“SUAR”), “Scientific-Technical Association “Spirtprom”, "International Public Organization "Academy of viticulture and winemaking", “Moscow League of wine, named Knyazh L.S. Golitsyn”, “Union of vine growers and wine makers of Russia”,"North-West Alliance of Alcohol business"("Albi"). 

National Alcohol Association (NAA)

Web: www.naacnt.ru
E-mail: naainfo@co.ru
Address: 103134, Moscow, B.Yakimanka Str, 24 bld

Phone: +7 (495) 239-37-51, 239-36-79 

The main target of the organization is the protection of rights and legitimating of interests of producers and consumers of alcoholic products, as well as assistance of public authorities in forming of civilized market of alcoholic products on the territory of Russia and in preventing the market from penetration of low-quality products.

Non-profit organization "Association of alcohol market participants" (NO "Aura")
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Web: www.noaura.ru
E-mail: info@noaura.ru 

Address: 115114 Moscow Derbenevskaya nab, bld. 11 А, office 22

Phone: +7 (495) 913-89-99

Among the founders of the nonprofit organization there are major participants of the alcohol market of Russia. Their Board of Trustees includes important government and business people, was founded in summer 2006 in Moscow.
3.5 Conclusions and recommendations

Conclusions

The volume of Russian market of cachaca in 2009 accounted at around 3,9 th.liters that is more than 2 times higher than in 2008. The volume of produced cachaca in money terms in 2009 amounted to 100,9 th.USD, its growth rate was 212% in comparison with 2008.

Being a specific alcoholic drink for Russian consumer cachaca is imported in very small volumes into the country; the annual volumes of import of cachaca are expected to vary within 4-7 th.liters in the next couple of years.

The most attractive regions for import of cachaca are Moscow, St. Petersburg and Kaliningrad, because the largest importers of cachaca are located there.

In 2009 19 companies were engaged in cachaca import in Russia. The leading position in 2009 had LLC "BIG" – last year it provided around 79% of import volume (in physical terms) and 84% (in money terms). 

Besides Brazil there is one more country that supplies Russia with the target product – in 2009 around 3% of the total import volume of cachaca was delivered from Germany.

The distribution system of cachaca in Russia consists of three levels: Importer/Duty free-shop, Major distributors, Wholesale companies, Wholesale-retail companies, Specialized and Non-specialized stores and chains, Company outlets, and HoReCa. 

Recommendations

The main recommendations for Brazilian producers on the Russian market are: 

· Regardless of availability or absence of own representative office (RO) in Russia, it is preferable to have well-established contact with a Russian importer, which becomes especially important if the exporter operates without an RO. Having a local partner in Russia significantly widens business opportunities, as there is no need for establishing direct contacts with a large number of retail chains. Besides, a local Russian partner could help in solving different problems, as often business at the Russian market depends on personal relationships. Moreover, local Russian partners help the exporter understand local market conditions, for better decision-making, which would, undoubtedly, make the difference between success and failure of your business in the market in general. The best location for such a RO is Moscow, where a large number of retail companies and representative offices are concentrated.
· It is advisable to cooperate with more importers for increasing import volumes, for using their opportunities of products distribution, etc;

· A producer should use the shortest way to deliver its products to final customer. For this purpose the best distribution channels are: “Duty-free shop ‑ Consumer”, “Importer – HoReCa ‑ Consumer” or “Importer – Specialized retailer ‑ Consumer”. The preferable operators on the third level of distribution are specialized retail chains and HoReCa.

· Every foreign producer should have its site in the Internet translated into Russian. This site is to represent the company and its products to final customers and potential partners and it serves as specific business card. Such a site should have the information on the company itself, on the products range, on the quality of the products etc. The contents of it must comply with the requirements of the law “About advertising”.

· Brazilian producers of cachaca should raise awareness among Russian customers about the product through participation in fairs and exhibitions, advertisement in press and indoor (placement in shops, trade centers) etc.

· And finally it is strongly suggested that foreign exporters arrange to have their products imported by an experienced Russian importer as regulations in the Russian Federation are subject to change quite frequently, as well as to ensure that shipments have all their required documentation.

Appendix

	Sample of Foreign Trade Contract

Контракт № 

Москва                  «_____»________200_г.

Компания «____________», зарегистрированная по адресу____________ в дальнейшем именуемое "Продавец" в лице _________________, _________________, действующего на основании устава, и ООО "_______", именуемое в дальнейшем "Покупатель" в лице__________________– генерального директора, действующего на основании устава, подписали настоящий контракт о нижеследующем:

1. Предмет контракта
Продавец обязуется отгрузить, а Покупатель – купить на условиях (базисные условия поставки) согласно Инкотермс-2000 товары, номенклатура которых приведена в Приложении 1 к настоящему Контракту, являющемся неотъемлемой частью контракта, на общую сумму __________ (________________) долларов США в срок до _________________.

2. Цены по Контракту и общая стоимость Контракта

2.1. Все цены на товары оговариваются в предложениях Продавца и обозначаются в долларах США. Продавец имеет право изменять цены при условии оповещения Покупателя о предстоящем изменении не менее чем за две недели.

2.2. Общая стоимость настоящего Контракта ____________ (______________________) долларов США и остается неизменной, даже если Продавец изменяет цены в течение срока действия Контракта. 

2.3. Все расходы, включая таможенные, после подписания и исполнения Контракта уплачиваются сторонами на территориях своих стран.

3. Условия поставки

3.1. Условия поставки: базисные условия поставки.

3.2. Поставка Товара осуществляется партиями, сформированными на основании заказов Покупателя и наличия Товара на складе Продавца.

3.3. Заказ считается принятым к исполнению, если Продавец выставил Покупателю предварительный инвойс.

3.4. Инвойс вступает в силу с момента подтверждения Покупателем согласия на оплату по этому инвойсу.

3.5. Продавец обязуется в течение 5 дней с момента подтверждения Покупателем согласия на оплату по выставленному инвойсу отгрузить Товар со склада Изготовителя. 

Продавец обязан известить Покупателя о факте отгрузки Товара в кратчайшие сроки,  сообщив следующие данные: дату отгрузки, номер Контракта, наименование средства доставки, номер товаросопроводительного документа, описание, количество и вес отгруженного Товара.

В случае если Продавец не произвел отгрузку товара в течение 5 дней с момента подтверждения Покупателем согласия на оплату по выставленному инвойсу, он обязан уплатить покупателю 0,1% от стоимости заказа за каждый день задержки.

В случае если Продавец не произвел отгрузку товара в течение 30 дней с момента подтверждения Покупателем согласия на оплату по выставленному инвойсу, Покупатель вправе отказаться от заказанного товара.

3.6. Право собственности на Товар переходит к Покупателю в момент ___________(согласно базису поставки).
4. Условия оплаты

4.1. Покупатель оплачивает 100% суммы, указанной в инвойсе,  в течение 90 календарных дней по завершению оформления документов по таможенной очистке груза.

В случае просрочки платежа, Покупатель должен уплатить Продавцу пени в размере 0,1% от просроченной суммы за каждый день просрочки.

Авансовые платежи возможны по согласованию сторон. В случае непоставки товара Продавец возвращает сумму авансового платежа не позднее 90 дней со дня аванса.

4.2. Все платежи по настоящему контракту осуществляются в долларах США банковским переводом.
5. Упаковка и маркировка

5.1. Товары должны быть упакованы в соответствии с требованиями к каждому виду Товара.

Внешняя и внутренняя упаковка должны обеспечивать защиту от порчи, повреждений и атмосферных воздействий.

Ящики, в которые упакован товар, должны быть отмаркированы с трех сторон: верхней и двух противоположных друг другу боковых сторон. Все сопроводительные документы (упаковочные листы, спецификации) так же, как маркировка и техническая документация, должны быть составлены на английском языке. 

6. Приемка

6.1. Товар считается доставленным Продавцом и принятым Покупателем:

по количеству - в соответствии с сопроводительными документами;

по качеству – в соответствии с сертификатом качества Продавца.

6.2. Окончательная приемка выполняется в стране Покупателя. Товары принимаются:

по количеству мест - на момент получения Товара от Экспедитора (Перевозчика);

по количеству содержимого в упаковке - не позднее двух недель после получения Товара, а также на момент вскрытия упаковки;

по качеству – не позже месяца после вскрытия упаковки.

6.3. Приемка выполняется уполномоченным представителем Покупателя с приглашением при необходимости представителя Торговой палаты (по выбору Покупателя) с оформлением акта приемки.

7. Качество и гарантии

7.1. Качество Товара должно находиться в полном соответствии с Сертификатом качества производителя.

7.2. Для Товара, качества которого требуют специальных гарантий, устанавливается гарантийный срок 12 месяцев со дня поставки.

7.3.Если в течение гарантийного срока Товар, поставленный Продавцом, проявит дефекты или несоответствие условиям Контракта, Продавец обязан устранить дефект или заменить дефектные компоненты за свой счет. Доставка дефектных товаров при возврате выполняется за счет Покупателя.

8. Претензии

8.1. Покупатель может выдвинуть Продавцу претензии по количеству и качеству Товара в течение двух недель со дня приемки.

Для Товара, обеспеченного гарантийным периодом, претензии по качеству могут быть выдвинуты и в течение месяца после истечения гарантийного срока при условии, что Покупатель обнаружил дефекты в течение гарантийного срока.

8.2. Претензии подтверждаются Сертификатом нейтральной компетентной экспертной организации.

8.3. Продавец должен удовлетворить возникшую претензию в течение 20 дней с момента ее получения.

9. Форс-мажор

В случае обстоятельств, делающих невозможным частичное или полное выполнение Контрактных обязательств любой из сторон, а именно: пожар, стихийные бедствия, война или боевые действия, эмбарго дата исполнения Контрактных обязательств изменяется в соответствии с продолжительностью воздействия таких обстоятельств.

Если такие обстоятельства продолжаются более трех месяцев, каждая из сторон имеет право отказаться от дальнейшего исполнения Контрактных обязательств, и в этом случае ни одна из сторон не имеет права требовать возмещения понесенных убытков.

Сторона, находящаяся под воздействием обстоятельств, делающих невозможным исполнение Контрактных обязательств, должна информировать другую сторону о наступлении или окончании таких обстоятельств в течение пяти дней. Документы из Торговой палаты стран Продавца и Покупателя, соответственно, будет подтверждать очевидность вышеупомянутых обстоятельств, их наличие и продолжительность.

10. Прочие условия
10.1. Продавец имеет право передачи Контрактных обязательств третьей стороне и должен уведомить об этом Покупателя сообщением по факсу.

10.2. Настоящий Контракт может быть изменен или расторгнут только с оформлением письменного соглашения сторон. 

Любые изменения и дополнения к настоящему Контракту являются его неотъемлемой частью и действительны только в случае, если они письменно оформлены и заверены подписями уполномоченных представителей обеих сторон. 

10.3. После подписания Контракта все предыдущие переговоры и относящаяся к ним переписка аннулируются и становятся недействительными. Настоящий Контракт составлен в 2 экземплярах, русский и английский вариант имеют одинаковую юридическую силу.

10.4. Срок действия контракта: контракт вступает в силу с момента его подписания сторонами и действует до ______________.

11. Аннотация

С целью высокой эффективности в решении текущих проблем, связанных с этим Контрактом, стороны заявляют, что посланные факсом документы действительны до момента получения оригиналов, но не более 180 календарных дней, по истечении которых подлинники документов должны быть предоставлены другой стороне. Продление срока действия документов извещением по факсу не допускается.

12. Юридические адреса и банковские реквизиты сторон

В случае изменений банковских реквизитов любой из сторон другая сторона должна быть поставлена об этом в известность в письменном виде, и в течение 10 дней надлежит составить подписанное обеими сторонами Дополнение к настоящему Контракту с вновь установленными банковскими реквизитами.

Покупатель (BUYER): 

_______________________ 
	Contract # 

Moscow                   «____»________ 200_

Company «________________» registered ___________________________ (hereinafter referred to as the “SELLER”), represented by_________________, ______________, due to the power of the statement on the one hand, and OOO “_______”  (hereinafter referred to as the “BUYER”), represented by _______________, General Director, due to the statement on the other hand, have concluded the Present Contract  on the following:

1. Subject of the contract
The SELLER is to ship and the BUYER is to buy products (hereinafter referred to as the “GOODS”) on terms delivery basis (Incoterms-2000) in accordance with the specification given in SUPPLEMENT #1 attached to the Present Contract and constitute an integral part thereof, for the whole amount ____________ (________________) USD up to  _________________.

2. Price and total amount of the contract.
2.1. All the prices are specified in the SELLER’s proposals and fixed in US dollars. The SELLER has a right to change prices in case of informing the BUYER two weeks before these changes.

2.2. The total amount of the Present Contract is         ______________ (________________________) USD and is to be firm and not subject to any alterations even if the SELLER changes prices for the duration of the Present Contract.

2.3. After signing and fulfillment of the Present Contract all the expenses, including custom dues, are paid by the parties on their own territories.

3. Terms of delivery
3.1. Delivery terms: delivery basis.

3.2. GOODS are delivered in lots formed in the assortment, based on BUYER’s orders and availability of GOODS in the SELLER’s stock. 

3.3. The order considered to be implemented if the SELLER makes out a pro forma invoice to the BUYER.

3.4. Invoice comes into power after the BUYER confirms its payment.

3.5. The SELLER shall ship the GOODS from manufacturer warehouse within 5 days after BUYER’s confirmation of the invoice.

The SELLER shall inform the BUYER of the fact of shipment as soon as possible and shall provide following information: Date of shipment; Contract No.; Name of Vessel, No. of Document of Title, Description, Number and Weight of the GOODS.

In case the GOODS are not shipped within 5 days after BUYER’s confirmation of the Invoice, the SELLER is to pay the BUYER the fine 0,1% of the cost of non-shipped GOODS.

In case the GOODS are not shipped within 30 days after BUYER’s confirmation of the Invoice, the BUYER has a right to refuse these GOODS.

3.6. The right of ownership for the GOODS shall pass to the BUYER at the moment of ___________ (according to the delivery basis).
4. Terms of payment

4.1.The BUYER shall pay 100% of the Invoice within 90 calendar days after executing records on customs clearance is completed.

If failing to pay on time, the BUYER is to pay the SELLER the fine 0,1% of the Invoice, which was not paid on time.

Payments in advance are available if both parties have agreed. In case of non-delivery SELLER is to reimburse the amount of the payment in advance not later than 90 days from the day BUYER made the payment.

4.2. All payments under this Contract are made in US dollars by bank remittance to the SELLER’s account.

5. Packing and Marking

5.1. The GOODS shall be packed and marked in accordance with the demands of each kind of the GOODS.

Internal and external packing shall secure full safety of the GOODS and protect them against any breakage and damage as well as atmospheric effects. 

Each carton used for packing the GOODS shall be marked three sides: top one and two opposite to each other side sides. All the covering documents such as Packing and Specification Lists as well as Marking and Technical Documentation shall be written down in English.

6. Acceptance of the GOODS

6.1. The GOODS are considered as delivered by the SELLER and accepted by the BUYER:

as to number of packages - according to shipment documents;

as to quality - according to the Quality        Certificate issued by the SELLER.

6.2. Final acceptance is to be made in the territory of the BUYER.
The GOODS are being accepted: 

as to number of packages - on receipt of the GOODS from a Forwarder (Carrier);

per quality of items - not later than two weeks after receiving the GOODS and the moment of opening the package;

as to quality - not later than one month after opening the package.

6.3. Acceptance of the GOODS shall be made by the official representative of the BYUER in the presence of, if necessary, the official representative of the Chamber of Commerce (at BUYER’s discretion) with the execution of the report of acceptance.

7. Quality and Warranty

7.1. The quality of the GOODS shall conform to the Quality Certificate issued by the supplier. 

7.2. For the GOODS being in need of special warranty, the warranty period is fixed within 12 months from the date of delivery.

7.3. Should the GOODS within the guarantee period prove to be defective or not corresponding to the Terms and Conditions of the Present Contract, the SELLER shall eliminate defects or replace defective parts. The costs on the delivery of defective parts back to the SELLER are covered by the BUYER. 

8. Claims
8.1. The BUYER can claim the SELLER for quantity as well as for quality within two weeks from the date of acceptance.

For the GOODS ensured by a warranty period claims can be made 30 days after warranty period expires in case if the BUYER has found defects within this warranty period.

8.2. The claims must be proved by the Certificate drawn up by a competent independent expert Organization.

8.3. The SELLER is to examine and fulfill the claim within 20 days on receipt of the claim.

9. Force-majeur
If in the case of the Force-majeur circumstances, namely fire, natural calamity, blockade, embargo on exports or Imports, or some other ones not dependent on the Parties, the full or partial execution of this Contract becomes impossible by any of the participants, the period of the obligations execution is extended in correlation with the time frame of the Force-majeur circumstances.

If such circumstances and their consequences should continue for more than three months each of the Parties in this Contract shall have the right to reject all future obligations stipulated in the Contract.  Neither Party shall have the right to claim compensation for damages related to these circumstances from the other Party.

Either Party who finds it impossible due to such circumstances to accomplish their obligations according to this Contract shall immediately inform the other Party by both electronic means and registered mail of the Force-majeur circumstances. A certificate issued by the Chamber of Commerce of an appropriate geographical entity, related to either the SELLER’s or BUYERS' countries, shall serve as proper proof of the existence of a Force-majeur and its duration.

10. Other terms

10.1. The SELLER is entitled to transfer its Contract obligations to a third party after the BUYER is to be informed about it by fax.

10.2. The present Contract can be changed or annulled only after both parties’ written consent.

All amendments and additions to the Present Contract are its inherent parts and valid only if they are made in writing and signed by both parties.

10.3. After signing the Present Contract all previous negotiations and correspondence between the parties in connection with it shall be considered null and void. The present contract exists in two copies. All of them (Russian and English) have equal juridical validity.

10.4. The Duration of the Present Contract: The Present Contract comes to power from the moment of being signed and is valid until ______________.

11. Annotation

In order to make this Present Contract work more effectively, both parties announce that documents sent by fax are valid till the original documents arrival, but not longer than 180 calendar days, after 180 days being over, the original documents are to be presented to the other party. Extension in validity by fax is not allowed.

12. Legal address and Bank Requisites of the Parties

In case of bank requisites being changed by any of the parties, the other party shall be informed about it in writing and within 10 days an ADDENDUM to the Present Contract with new Bank requisites is to be made and signed by both parties.

SELLER (Продавец):

 _____________________ 





















































































































































� Including taxes; not including VAT


� Federal Law


� in-country legal address, and if this physical location does not coincide with its legal address, the label should provide the producer's address(es)


� Information about manufacturer’s mark is to be presented in case if it has been approved or accepted by the producer in certain order set in countries of origin of manufacturer.


� Source: The Union of Alcohol Producers


� Full text of the Customs Code of the Russian Federation in English language is available at � HYPERLINK "http://www.customs.ru/tk_en/" ��http://www.customs.ru/tk_en/�


� Rospotrebnadzor - 127994, Moscow, Vadkovskijalley, 18/20, � HYPERLINK "http://www.rospotrebnadzor.ru/" ��http://www.rospotrebnadzor.ru/�. Local offices split by regions are presented at � HYPERLINK "http://www.rospotrebnadzor.ru/federal_service/structure/subject/" ��http://www.rospotrebnadzor.ru/federal_service/structure/subject/�.


� Here: IEC - International Electro-technical Commission.


� Rostekhregulirovanie � HYPERLINK "http://www.gost.ru/wps/portal/pages.Certifiers" ��http://www.gost.ru/wps/portal/pages.Certifiers�.


� MMW – Minimum Monthly Wage varies depending on the region of the country


� Hotel, Restaurant, Café


� POS-materials – point-of-sale materials
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