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A limited liability company (hereinafter also referred to as an “LLC”) is a corporation founded 
by one or several persons, whose charter capital is divided into participatory interests. A 
limited liability company acquires legal capacity from the time of its state registration.

The legal status of a limited liability company is regulated by the Civil Code of the Russian Fede-
ration and Federal Law “On Limited Liability Companies” No. 14-FZ dated February 8, 1998 
(hereinafter referred to as the “Law on LLC”). 

 
I. Establishing an LLC
1.1 .  RESOLUTION ON ESTABLISHMENT, FOUNDATION DOCUMENTS
A company is founded through the holding of a meeting of founders, at which the founders 
adopt a resolution to establish a limited liability company, elect the management bodies of 
the company, and approve the company‘s articles of association. All resolutions are docu-
mented in the minutes of the foundation meeting.

In addition, the founders of the company enter into a written agreement on the foundation 
of the company, which determines the procedure for carrying out joint actions in founding 
the company, the amount of the charter capital of the company, and the amount and nominal 
value of the participatory interests of each founder of the company. It also determines the 
amount of, the procedure for, and the terms for paying for these participatory interests in the 
charter capital of the company.

If a company is founded by one party, the agreement on the foundation of the company is 
replaced by a written resolution of the sole participant on the establishment of the company.

The founding document of a limited liability company is the articles of association. Require-
ments applied to the content of the articles of association are set forth in Clause 3 of Article 89 
of the Russian Civil Code and Article 12 of the Law on LLC.  
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1.2.  REGISTRATION OF A COMPANY
State registration of LLCs is carried out by a tax authority within three business days of the 
submission of a complete set of documents. However, in practice, state registration may some-
times take longer. Along with an application for state registration signed by each founder 
(an individual or executive of a founding legal entity), and subsequently notarized, the tax 
authority shall be provided with the following documents:

 ■ a resolution on the foundation of the company (minutes of the foundation meeting);

 ■ the Articles of Association (two copies);

 ■ an excerpt from the register of foreign legal entities of the respective country of incorpo-
ration (applicable to a founder that is a foreign legal entity);

 ■ a document confirming payment of the state duty of 4,000 rubles.

The company’s registered address is an important practical issue. As a general rule, the 
registration is only possible at the address of non-residential premises. The company shall 
ensure that its executive body is located at the indicated address and the company can 
receive correspondence sent thereto. In practice, among the documents to be filed for the 
state registration the registration body also requests documents confirming the registered 
address of the company being founded: for instance, it could be a guarantee letter of a pros-
pective lessor accompanied with copies of the documents confirming its title to the relevant 
premises. Tax authorities may also conduct on-site inspection at the company‘s registered 
address (of its executive body).

After the registration of the company, information on LLC and its participants shall be entered 
into the Unified State Register of Legal Entities (hereinafter referred to as the “Register”).

Starting from its registration, the company is obligated to file accounting, tax and other state-
ments and returns. 

1.3.  PARTICIPANTS
Participants of a limited liability company may be one or several Russian and/or foreign in-
dividuals and/or legal entities. However, a limited liability company may not have, as its sole 
participant, any other legal entity, 100% of shares (participation interest) of which belong to 
a sole shareholder (participant).
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The company must maintain a list of company participants, containing information on each 
participant, the amount of their participatory interest and their payment, and the amount of 
the participatory interest held by the company. For their part, the participants must inform 
the company in good time about changes to their data or details of the participatory inte-
rests belonging to them. In the case of inconsistency between the information in the list of 
participants maintained by the company and the information in the Register, the right to a 
participatory interest shall be established on the basis of information held by the Register.

The number of company participants must not exceed fifty. If the number of participants 
exceeds said limit, the limited liability company must be converted to a joint-stock company 
within one year. 

 
II. Charter Capital and Net Assets of the Company
The charter capital of a limited liability company is comprised of contributions from the com-
pany participants and its minimal amount equals to 10,000 rubles. The charter capital of a 
company may be paid in cash or by making an in-kind contribution. If the nominal value of 
an in-kind contribution exceeds 20,000 rubles, such a contribution must be assessed by an 
independent appraiser.

The company shall ensure that any interested party may have access to information regar-
ding the value of its net assets. If the net asset value of the company is less than its charter 
capital at the end of the financial year that follows the second and any subsequent financial 
year, the company must, within six months of the end of the respective financial year, adopt 
either a resolution on the decrease of the charter capital of the company to an amount not 
exceeding its net asset value or a resolution on the liquidation of the company. 

 
III. Disposal of Participatory Interests
A participant in a limited liability company is entitled to sell or otherwise dispose of (ex-
change, give as a gift) their participatory interest or a portion thereof in favor of one or 
several participants in the company. No consent of the company or the other participants 
to such a transaction is required unless the articles of association of the company stipulate 
otherwise.

A company participant is also entitled to dispose of their participatory interest or a portion 
thereof in favor of a third party that is not a participant in the company. However, such an 
arrangement may be prohibited by the company’s articles of association.
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In any case involving the sale of a participatory interest to a third party, company participants 
have the preemptive right to purchase such a participatory interest (or a portion thereof) at 
the price offered to the third party, or at a price pre-determined by the company‘s articles of 
association, in proportion to the amount of their participatory interests (unless the articles of 
association stipulate otherwise). For that to happen a company participant intending to sell 
a participatory interest shall send to other participants a notarized offer specifying the price 
and other conditions of sale.

The articles of association may additionally stipulate the preemptive right to purchase a par-
ticipatory interest (or a portion thereof) by the company itself where the other participants 
have waived their preemptive right.

Furthermore, Russian legislation allows for conclusion of option agreements on sale or pur-
chase of a participatory interest. In this case, for transfer of the participation interest the 
respective party shall accept an offer contained in such an agreement.

A transaction involving the disposal of a participatory interest (or a portion thereof) inclu-
ding acceptance of an offer under an option agreement must be notarized. A notary public 
certifying the relevant transaction shall provide the registration body with an application to 
introduce changes to the Register. The participatory interest shall be deemed transferred to 
its acquirer once the corresponding entry has been made in the Register.

If it is prohibited to dispose of a participatory interest in favor of a third party, and the other 
participants have refused to purchase it, or consent to disposal of the participatory interest 
(or a portion thereof) or to its transfer to heirs (legal successors) has not been received, 
the company shall pay the participant or its heirs (legal successors) the actual value of the 
participatory interest corresponding to the respective portion of the company net assets 
determined on the basis of its accounting reports.

 
IV.  Agreements on Exercising Rights  

of Company Participants 
In the cases where it is necessary to regulate the rights and obligations of the company 
participants, in addition to the articles of association and the provisions established by the 
Law On LLC, the company participants are entitled to enter into a written agreement on 
the exercising of the rights of company participants (corporate agreement), which may be 
entered into either during the foundation of the company, or at some point thereafter. Under 
such an agreement, the participants undertake to exercise their rights in a certain manner or 
to refrain from exercising their rights altogether.
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In particular, the participants may establish an obligation to vote in a certain manner at the 
general meeting of participants in the company, to coordinate a voting pattern with other 
participants, to sell a participatory interest or portion thereof at a certain price and/or under 
certain circumstances, or to refrain from disposing of a participatory interest or portion there of 
until certain conditions have been met, as well as to carry out, in coordination, other actions 
concerning the management of the company, establishment, operations, reorganization or 
liquidation of the company.

When establishing joint ventures, the most common conditions of corporate agreements are, 
inter alia, the following:

 ■ planning of the company‘s activities (both short-term and long-term);

 ■ participants‘ obligations to finance the company;

 ■ composition of the company‘s management bodies and their reporting obligations to-
wards the participants;

 ■ procedure for approval of certain transactions of the company;

 ■ procedure for the withdrawal from the joint venture and 

 ■ procedure for resolving deadlock situations. 

The agreement on exercising the rights of company participants is a Russian equivalent of 
the „shareholders agreement“ commonly found in foreign jurisdictions. 

 
V. Financing of the Company
Participants may at any time adopt a resolution to increase the charter capital. In addition to 
achieving the goal of financing of the company, reaching the certain amount of the charter 
capital may allow to apply a reduced tax rate on dividends payable to foreign participants 
provided by the relevant treaty for the avoidance of double taxation. Increase of the charter 
capital is connected with the necessity to register the changes to the company‘s articles of 
association in terms of the information on the amount of the charter capital and, therefore, 
involves certain efforts and time.

Another method of company financing is making of contributions to the company‘s property. 
Such contributions shall also be made by participants but they do not change the amount or 
nominal value of participatory interest of the company‘s participants. Since the company‘s 
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charter capital is not changed, in-kind contributions do not entail the necessity to introduce 
and register any changes to the articles of association.

Both contributions in the course of the charter capital increase and contributions to the com-
pany‘s property are not subject to VAT (if made in a monetary form) and corporate profit tax.

Loans constitute a repayable source of financing of the company‘s activities. With respect to 
interest-bearing loans of participants a thin capitalization rule stipulated by Russian legisla-
tion shall be taken into consideration: if a proportion between debts owed to the company‘s 
participant and the amount of the company‘s equity capital exceeds 3:1, the interest on such 
debt accrued in favor of the participant (in excess of the limits established by law) shall be 
taxable as dividends.

 
VI.  Profit Distribution. Payments to Participants
The general meeting of participants may adopt a resolution to distribute net profit among 
participants. As a general rule, the corporate profit tax rate applied to payment of dividends 
to a foreign company amounts to 15%. However, treaties for the avoidance of double taxation 
may establish a reduced tax rate (usually 5%) to be applied if certain criteria are met. 

Any other payments to a participant, such as payment of interest on the debt owed to the 
participant or a royalty payment (e.g., for the use of a trademark), are not, strictly speaking, 
the distribution of profit but they are often used in practice. As a general rule, such payments 
are subject to corporate profit tax at a rate of 20% but treaties for the avoidance of double 
taxation may provide for exemptions. It should be noted that in certain circumstances there 
is a high risk that such payments may be reclassified as dividends by Russian tax authorities 
and additional tax charges may apply.

The same tax risks may arise if payments to participants are made on the basis of service 
agreements (e.g., agreements on rendering consulting services). 
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VII. Participant Withdrawal or Expulsion

A company participant is entitled to withdraw from the company by disposing of a participa-
tory interest in favor of the company, regardless of consent of the other participants or the 
company itself, if provided for by the company‘s articles of association. A withdrawal of com-
pany participants that results in no participants remaining in the company, or a withdrawal of 
the sole participant from the company, is not permitted.

Company participants, whose aggregate participatory interest constitutes at least 10% of the 
company’s charter capital, are entitled to petition, through a judicial procedure, for the ex-
pulsion from the company of a participant who grossly violates their obligations, makes the 
company’s activities impossible, or substantially hinders its activities.

In the case of withdrawal or expulsion, the company participant is paid the actual value of 
their participatory interest, equal to the portion of the value of the company‘s net assets, in 
proportion to the amount of the participant‘s participatory interest in the company‘s charter 
capital.

 
VIII. Management Bodies
8.1.  GENERAL MEETING OF PARTICIPANTS
The general meeting of participants is the supreme management body of a limited liability 
company. Major decisions of the company (amending the company’s articles of association, 
changing the amount of the charter capital, distributing profits) and the basic rights related 
to the management and control over the company‘s activities (appointment of all or certain 
management bodies of the company, approval of annual reports and balance sheets) fall 
within the exclusive authority of the general meeting of participants.

Companies are required to hold a regular general meeting of participants once a year within 
the statutory time limits. All other general meetings of participants are extraordinary (un-
less otherwise stipulated by the articles of association). An extraordinary general meeting 
of participants may be held upon the initiative of the executive body and other company 
management bodies, the company auditor, or company participants holding at least 10% of 
the total votes. 

Company participants may also take decisions on the issues on the agenda without holding 
a meeting, by way of an absentee vote. However, not all issues may be decided by absentee 
vote; for instance, the company’s annual reports and accounting balance sheets may not be 
approved in such a manner. 
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If there is a sole participant in the company, such a participant adopts all decisions falling 
within the authority of the general meeting of participants autonomously and formalizes such 
decisions in writing.

8.2.  BOARD OF DIRECTORS (SUPERVISORY BOARD)
The company’s articles of association may provide for the establishment of the company’s 
board of directors (supervisory board), which is not mandatory.

The company’s articles of association may endow the board of directors (supervisory board) 
with the authority to elect the executive bodies and prematurely terminate their powers, 
to make decisions regarding the company’s large-scale transactions and interested-party 
transactions, and to resolve other issues provided for by the articles of association.

8.3.  AUDITING COMMISSION
The articles of association may provide for the establishment of an auditing commission (the 
election of an internal auditor). Companies with more than 15 participants are required to 
establish an auditing commission (elect an internal auditor).

8.4.  EXECUTIVE BODIES
The company’s current activities are managed, and all other issues not falling within the 
autho rity of the general meeting of participants and the board of directors are settled, as a 
general rule, by the company’s single-member executive body. The single-member exe cutive 
body of the company acts on the company’s behalf, represents its interests, and conducts 
transactions. The single-member executive body is usually called the general director. Also, 
the company‘s articles of association may provide for vesting authorities of the single-member 
executive body in several individuals acting jointly or independently.

The single-member executive body is elected either by the general meeting of participants 
or by the company’s board of directors (supervisory board), and acts on behalf of the com-
pany by virtue of law, without any special power of attorney. The executive body’s powers 
may be limited by the articles of association. However, if the executive body conducts a 
transaction on behalf of the company that exceeds the limits of his/her authority, such a 
transaction may be invalidated by a court upon a claim from the company only if the com-
pany manages to prove that the other party to the transaction was, or should have been, 
aware of the limits of the executive body‘s authority. If the executive body‘s actions have 
caused damage to the company, company participants are entitled to bring an action for 
damages against the executive body.

The company’s articles of association may provide for the establishment of a collective exe-
cutive body (a management board, directorate) headed by a person carrying out the func-
tions of the single-member executive body. The members of the collective executive body 
may participate in the decision-making process within the authorities of the collective exe-
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cutive body set forth in the articles of association, but they are not allowed to represent the 
company‘s interests before third parties without a power of attorney.

It should be noted that both individuals performing the functions of the single-member exe-
cutive body and members of the collective executive body shall be deemed as employees 
of the company, and, therefore, requirements of the Russian labor and migration legislation 
shall apply to them. Due to this, appointment of a foreign citizen to such positions is possible 
only after a work permit has been obtained and other formalities have been fulfilled.

 
IX. Liability of the Company and Its Participants
The limited liability company is liable for its obligations with all of its assets. The company is not 
liable for the liabilities of its participants.

Participants of a limited liability company are generally not liable for the company’s obligations 
and bear the risk of losses related to the company’s activities only to the extent of the value of 
their participatory interest. Nevertheless, the Law on LLC provides for several cases of piercing 
the corporate veil:

 ■ participants, owing to their participatory interest in the company‘s charter capital or on  
another basis, who have the opportunity to issue obligatory instructions or otherwise 
guide the company‘s activities, can be held subsidiary liable if the company is bankrupt 
through their own fault or if, as a result of their unfair or unreasonable actions, the com-
pany has been removed from the Register as being inactive and consequently failed to 
perform obligations before third parties;

 ■ a parent company additionally bears liability jointly with a subsidiary company for trans-
actions conducted by the latter in the execution of obligatory instructions from the parent 
company.
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X. Disputes Involving a Limited Liability Company

Disputes related to the establishment or management of, or participation in, a limited liability 
company fall within the category of so-called „corporate disputes“, the procedure for reso-
lution whereof is established by the Arbitration Procedure Code of the Russian Federation. 

Corporate disputes include, in particular:

 ■ disputes related to the establishment, reorganization or liquidation of a company;

 ■ disputes related to the appointment to a position, termination or suspension of powers, as 
well as to the liability of persons who comprise (comprised) the management bodies and 
supervision bodies of the company;

 ■ disputes upon claims from company founders or participants for damages caused to the 
company, for the invalidation of transactions conducted by the company.

The resolution of corporate disputes falls within the authority of state arbitration courts at 
the place of location of the company. Addressing such disputes to a tribunal (commercial 
arbitration) is only possible if all participants of the company as well as other persons being 
plaintiffs or defendants in corresponding disputes have concluded an arbitration agreement 
and the place of arbitration is located in the territory of Russia. 
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Services of BEITEN BURKHARDT in Russia

 ■ Corporate law, including incorporation of  representative offices and branches of foreign 
companies, subsidiaries and joint ventures, conducting legal Due Diligence of Russian 
companies to be acquired, consulting on current corporate issues related to manage-
ment and financing of Russian companies and divisions thereof, reorganisations under 
company law for the purpose of optimization of taxation and corporate structure;

 ■ Commercial and contractual law, in particular, preparation of contractual documentation 
and structuring transactions from legal and tax point of view;

 ■ Real estate and construction law, including conducting Due Diligence of rights to real 
estate, support in transfer of rights to greenfield and brownfield real estate, preparation 
of contractual documentation for acquisition of rights to land plots and buildings and per-
formance of construction works;

 ■ Tax law, including consulting on tax planning, investment project structuring and finan-
cing, legal advice with regard to obtaining tax incentives, analysis of tax consequences of 
agreements entered into or to be entered into, giving recommendations on minimization 
of possible tax risks, representation of clients in disputes with tax authorities;

 ■ Customs law, including consulting on customs clearance optimization, support in obtai-
ning tax concessions on customs duties and VAT exemption;

 ■ Employment and migration law, including preparation of employment agreements, em-
ployers’ internal regulations, consulting on recruitment, transfer and dismissal of em-
ployees, engagement of foreign employees as well as consulting on Russian migration 
law issues including obtaining work permits and employment visas;

 ■ Intellectual property rights, in particular protection of trademarks and patents in Russia, 
consulting on issues related to license and franchising agreements;

 ■ Dispute resolution, including legal appraisal of documents, pre-court and out-of-court 
dispute resolution (mediation, making claims), representation of clients’ interests in state 
courts of general jurisdiction, state and commercial arbitration courts as well as during 
enforcement proceedings.
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