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The issue of control criteria remains high on
today’s CFC-related agenda. The Russian
Ministry of Finance has recently offered
clarifications of such criterion as the veto
power.

Russian Ministry of
Finance clarifies
concept of control for
CFC purposes

According to the Ministry, any details of a
business relationship that affect or may affect
decisions, related to the distribution of after-tax
profits, shall be taken into consideration when
determining the fact of “exercising control” or
“exerting a controlling influence on the
company's decision-making”. In particular, the
ability to affect the above-mentioned decisions
may come down to the right to block such
decisions, irrespective of the size of a
shareholding.
Based on these clarifications it is possible to
conclude that trust protectors, who at their
majority have the veto power only, may
(subject to the conditions below) be recognized
as the trusts’ controlling persons.
A person, who is not a settlor of a non-legal
entity (e.g., a trust), can be recognized as such
entity’s controlling person if such person 1)
exercises control over such entity, AND 2)
meets at least one of the criteria below:
−
−
−

Is a beneficial owner of income (in full or
in part), generated by the entity
Is entitled to dispose of such entity’s
property
Is entitled to claim proceeds from such
entity’s liquidation/contract termination
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