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LT in Focus
Changes to payment periods and tax accounting for
awards and bonuses

Dear colleagues,
We would like to draw your attention to significant changes to the effective legislation and enforcement
practices in applying the law related to the payment and tax accounting of bonuses.
These changes shall apply equally to "normal" awards envisaged under bonus plans or labour
agreements and paid in accordance with an order of the director of a legal entity and to bonuses paid
as part of staff motivation programms.
Please note that the current procedure for payments of earnings, including the payment periods, is
determined by the employer or stipulated in the agreement between the employer and its employee.
Thus, earnings shall be paid no less than once every fortnight on the days established by an internal
labour order, collective agreement or labour agreement (Article 136 of the Russian Labour Code).
Additionally, in accordance with the Labour Code, any monetary or non-monetary awards, bonuses or
other incentive payments are considered earnings payable.
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Changes to payment periods
The amended Article 136 of the Labour code enters into force
on 3 October 2016, obligating employers to make earnings
payments no less than once every fortnight. The precise
payment dates shall be established by an internal labour order,
collective agreement or labour agreement, but the established
date cannot be later than 15 calendar days from the date of
expiry of the period for which the earnings are accrued.
In other words, if bonuses or awards that have been accrued
for high achievements and excellent work in 2015, the
corresponding award shall be paid within the period specified in
the employer’s internal documents (e.g. the rules for long-term
employee incentives or bonus regulations), but no later than
15 January 2016, regardless of their provisions.

Increased liability for missing payment periods for earnings
The
liability
for
violating
the
specified
requirements of the labour legislation through
missing or postponing payments of earnings
(including bonuses or awards) has also been
increased:
•

Financial liability: The employer shall be
obliged to pay the employee with interest in
the amount of no less than 1/150 of the
effective refinancing rate of the Central Bank of
Russia on the outstanding amount (Article 236
of the Russian Labour Code);

•

Administrative liability: Officials are subject to

a fine ranging from RUB 10,000 to 20,000
while legal entities are subject to a fine in the
range of RUB 30,000 to 50,000.
If officials/legal entities were previously subject to
administrative liability for similar violations, the
penalty for the repeated violation will consist of a
fine in the amount of RUB 20,000 to 30,000, or
disqualification for one to three years for officials;
and a fine of RUB 50,000 to 100,000 for legal
entities (Article 5.27 of the Administrative
Offences Code of the Russian Federation).

We recommend that clients carefully review their bonus programmes or regulations
with regard to payment periods and accrual periods, and take these changes into
account during the accrual and payments process.
We would be pleased to provide a full range of legal support to clients in adjusting internal
documents and bringing them into compliance with the provisions of the law.
Changes to enforcement practices in applying the law related to accounting for tax purposes
In addition, we would like to draw your attention

to the amendments to the established practice in
applying the law related to the payment of
bonuses and their accounting for tax purposes.

evidence of the economic feasibility of such
payments, the tax authorities will eliminate these
costs and calculate corresponding additional profit
tax.

When evaluating the legal validity of accounting
for awards (bonuses) for tax purposes, the tax
authorities pay special attention to economic
viability, and in the absence of documentary

The courts support the tax authorities’ approach
towards this issue (see Commercial Court of
Moscow Region Resolution of 19 July 2016 on
case No. A40-118598/2015).

Taking into account the abovementioned changes as well as recent commercial court
practice, we encourage our clients to carefully consider their approaches towards
fulfilling their bonus payment and tax accounting obligations.
We hope that you will find the information in this edition interesting and informative. Should you have
any questions, please do not hesitate to contact us.
Best regards,
Deloitte CIS partners
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