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Abolition of Tax on Movable 
Property: A Detailed Look 

at the Changes 

Federal Law No. 302-FZ, signed in the summer of 2018, 
removed movable property from the scope of assets tax with 
effect from 1 January 2019. The exemption applies to all items 
of movable property, regardless of when, how or from where 
they were acquired. 

Abolition of tax on movable property 

Discussions about the possible abolition of tax on movable 
property began a long time ago, but the parties involved were 
unable to reach a compromise solution. Representatives of the 
business community pointed to the negative impact of the tax, 
particularly on capital-intensive enterprises such as 
manufacturing, oil and gas and infrastructure companies, 
whose activities intrinsically require significant expenditure on 
the acquisition and use of equipment. 
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They pointed out that a higher assets tax burden 
jeopardized investment in production 
modernization, with the risk that companies 
would become less competitive, costs would 
increase and the tax burden would ultimately be 
shifted onto the consumer in the form of higher 
prices for goods and services. The Ministry of 
Economic Development supported the business 
community and suggested abolishing the tax 
insofar as movable property was concerned in 
order to reduce the tax burden on domestic 
businesses. The Finance Ministry opposed this 
idea, fearing that it would take too much 
revenue away from regional budgets. As a 

consequence, the law in regard to tax on 
movable property was amended a number of 
times in an attempt to reconcile state and 
private interests. The matter came to a head in 
the summer of 2018, when, in the main tax 
policy objectives for the period 2019-2021, tax 
on movable property was described as 
“complicated and likely to disincentivize the 
take-up and development of technologies”. This 
was followed by a bill proposing the complete 
abolition of tax on movable property with effect 
from 1 January 2019. The major developments 
in approaches to the taxation of movable 
property are charted in the diagram below. 

 

 

The abolition of the tax on movable property is 
undoubtedly good news for taxpayers, which will 
see funds freed up for extra investment in 
production. At the same time, the move is also 
bound to create numerous areas of dispute and 
controversy. In particular, the problem of 
correctly distinguishing between movable and 
immovable property for tax purposes is one that 
is increasingly encountered by taxpayers and is 
not addressed in current tax legislation. 

It is worth noting that the Ministry of Economic 
Development is preparing to submit a draft law 
to the Government containing extensive 
amendments to the Civil Code with a view to 
defining what is and is not considered to be 
movable property for tax purposes. Until those 
amendments are made, guidance should be 
sought from explanatory letters issued by the 
Finance Ministry and the Federal Tax Service, as 
well as from case law, an analysis of which 
indicates that a large number of tax disputes 
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stem from the lack of clear definitions of 
movable and immovable property. The primary 
sources of tax risks in this area are non-standard 
fixed assets, such as facilities serving areas of 
land, complex industrial facilities/systems (e.g. 
manufacturing complexes) and linear facilities 
(pipelines, power lines). 

General approach to distinguishing 
between movable and immovable property 

The general approach employed by the tax 
authorities1 in the matter of distinguishing 
between movable and immovable property 
involves referring to the Civil Code2, which 
provides that immovable things include plots of 
land, subsurface sites and everything that is 
firmly connected to the land, i.e. objects that 
cannot be moved without disproportionate 
damage to their intended purpose, including 
buildings, installations and unfinished 
structures. Also classed as immovable property 
are aircraft, marine vessels and inland water 
vessels that are subject to state registration. 
residential and non-residential premises and 
parts of buildings or installations that are 
intended for the keeping of vehicles, if the 
boundaries of those premises or parts of 
buildings or installations have been fixed in the 
manner prescribed by the law on state cadastral 
registration. As well as firm connection to the 
land, another fundamental (but not always 
obligatory or unconditional) attribute of 
immovable property is that there is an entry 
concerning the object in question in the Unified 
State Register of Immovable Property, in which 
records are maintained of the origination, 
restriction, transfer and termination of property 
rights, including ownership rights in immovable 
property. The tax authorities take the view that 
anything that does not fall within the definition 
of immovable property should be classed as 
movable property. 

Land improvements 

Disputes and complications frequently arise 
where a decision has to be made as to whether 

                                                 

 

 
1 Letter No. BS-4-21/14968@ of Federal Tax Service of 2 
August 2018; Letter No. BS-4-21/19038@ of Finance 
Ministry and Federal Tax Service of 1 October 2018 
2 Articles 130 and 131 of the Civil Code 

particular land improvements, such as asphalt 
roads and yards, golf courses, fences and 
reclamation systems, should be classed as 
movable or immovable property. In addition to 
the general approach described above, the Civil 
Code3 makes specific reference to objects that 
are intended to serve another, main, object and 
are connected with it by a common purpose. 
Such objects do not generally have their own 
functional purpose and must therefore follow 
the fate of the main object. 

On the one hand, therefore, asphalt surfaces 
and other land improvements fall within the 
definition of immovable property, since they are 
firmly connected to the land and cannot be 
moved without disproportionate damage. 
Furthermore, there are cases of state 
registration of ownership rights being carried 
out in relation to asphalted yards as immovable 
property. On the other hand, since land 
improvements essentially have an auxiliary 
function, do not have useful properties of their 
own and are created solely for the purpose of 
improving the quality of the lands on which they 
are situated, it would be improper to class them 
as items of immovable property in their own 
right. 

Existing case law indicates that it is fairly 
common for ownership rights to be registered in 
relation to land improvements as items of 
immovable property in their own right.4 At the 
same time, according to Finance Ministry 
guidance and court decisions, the paving of or 
creation of a golf course on a plot of land should 
be regarded as the enhancement of that plot of 
land with a view to adapting it to satisfy the 
needs of the persons who use it. Such 
improvements form part of the plot of land, 
constitute capital investments aimed at 
enhancing the plot of land that are included in 
its historical cost (book value), and cannot be 
classed as items of immovable property in their 

3 Article 135 of the Civil Code 
4 Supreme Court Determination of 10 June 2016 on Case 
No. 304-КГ16-761; Federal Arbitration Court Ruling No. 
65-5399/2011 of 10 July 2012 
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http://kad.arbitr.ru/PdfDocument/2642725e-467d-4216-ae92-dfc9e41a961b/7b93c523-e5bb-45c1-9c12-5b777e137f7f/A45-12706-2014_20160610_Opredelenie.pdf
http://kad.arbitr.ru/PdfDocument/6a40a655-f774-4773-8d54-47c552b87348/12d311e9-5b26-4810-9fbb-e446fcdf505f/A65-5399-2011_20120710_Postanovlenie_kassacionnoj_instancii.pdf
http://kad.arbitr.ru/PdfDocument/6a40a655-f774-4773-8d54-47c552b87348/12d311e9-5b26-4810-9fbb-e446fcdf505f/A65-5399-2011_20120710_Postanovlenie_kassacionnoj_instancii.pdf
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own right. 5 Since the features in question are 
not items of immovable property in their own 
right and must follow the fate of the plot of land 
on which they are situated, they should be 
exempt from assets tax on the same basis as 
plots of land and other natural resource sites, 
which the Tax Code6 treats as not assessable to 
assets tax. 

Complex assets and linear facilities 

Particular mention should be made of the issue 
of classifying complex assets and linear facilities 
as immovable property. Civil law defines a 
complex asset as a set of objects that are 
combined together to serve a common 
functional purpose.7 An example might be a jack 
well and water treatment works. Linear 
installations, such as roads, pipelines and power 
lines, may also be categorized as complex 
assets. Such facilities are referred to as linear 
owing to the fact that their length significantly 
exceeds their breadth. 

What must be considered in classifying such 
facilities is not only and not so much one of the 
key attributes of immovable property, i.e. firm 
connection to the land, but also the extent to 
which it is possible for them to be dismantled, 
moved and reassembled elsewhere without 
disproportionate damage to their structural 
integrity and functional purpose. Whether or not 
this is possible may be determined on the basis 
of design/technical documentation, an expert 
evaluation and various industry requirements 
relating to the installation and safe operation of 
the facilities. At the same time, the fact that it is 
possible for an object to be dismantled and 
moved elsewhere cannot in itself cause it to be 
treated as movable property if it forms part of a 
unified system together with other objects 
without which it would be unable to serve its 
functional purpose. In order for an object to be 
classified as movable property, it must be 
possible for it to retain its operating qualities 
                                                 

 

 
5 Finance Ministry No. 03-05-05-01/52582 of 26 July 
2018; Arbitration Court Ruling of 5 March 2015 on Case 
No. А53-4526/2014; Ruling No. 4777/08 of the Presidium 
of the Supreme Arbitration Court of 17 January 2012 on 
Case No. А56-31923/2006; Supreme Court Determination 
No. 305-KG16-21236 of 27 February 2017  
6 Subsection 1 of clause 4 of Article 374 of the Tax Code 
7 Article 134 of the Civil Code 

and design characteristics after being 
dismantled and relocated without losing its 
technical attributes and functions. 

For example, a court disagreed with the position 
taken by a taxpayer in classifying process 
pipelines and flues forming part of a coke 
calcining plant as movable property, arguing 
that since the items in question were originally 
designed as constituent elements of the plant 
and were not intended to be dismantled, moved 
and reassembled elsewhere, they should be 
treated as immovable property.8 Conversely, in 
another case a court supported a taxpayer who 
classed high-rise storage rack structures fixed to 
the foundation within a warehouse facility as 
movable property. Despite the existence of a 
firm connection to the land, the court took the 
view that the storage racks were not a 
“systemic” thing, since they could be used 
separately outside the warehouse building.9 

Among the factors to be considered in 
determining whether linear facilities should be 
classed as movable property is whether they are 
intended to be operated as permanent facilities. 
If so, they are highly likely to be classed as 
immovable property; otherwise, the reverse will 
be true.10 Some types of linear facilities are 
classed as immovable property by law: for 
example, cable line facilities are classed as 
immovable property in accordance with the Law 
on Communications11. Also, some linear facilities 
may be classed as immovable property on the 
grounds that they form part of a unified 
immovable complex. 

At present, therefore, the concepts of movable 
and immovable property are not clear-cut and 
the definitions contained in civil law are not 
exhaustive as far as tax treatment is concerned. 
It is therefore important in classifying property 
to carry out a thorough analysis of the technical 
characteristics of the asset concerned and 
consider the position taken by regulatory 

8 Arbitration Court Ruling of 23 August 2018 on Case No. 
А40-176218/17 
9 Arbitration Court Ruling of 14 July 2016 on Case No. 
А41-19566/2015 
10 Federal Tax Service Letter No. BS-4-21/21273 of 10 
November 2016 
11 Federal Law No. 126-FZ of 7 July 2003 “Concerning 
Communications” 
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http://www.consultant.ru/document/cons_doc_LAW_5142/a40b7baa729aab310912f50b30bd32a57e5eb0cd/
http://kad.arbitr.ru/PdfDocument/a13b88d8-97c7-4a40-988b-4982f27f41d2/baede19c-6a39-4af0-9b0b-0073c421607f/A40-176218-2017_20180823_Reshenija_i_postanovlenija.pdf
http://kad.arbitr.ru/PdfDocument/a13b88d8-97c7-4a40-988b-4982f27f41d2/baede19c-6a39-4af0-9b0b-0073c421607f/A40-176218-2017_20180823_Reshenija_i_postanovlenija.pdf
http://kad.arbitr.ru/PdfDocument/32fb7604-793d-4080-9c63-5cf1cd699a28/181e51e5-1cb7-44f6-80ef-9369454441b8/A41-19566-2015_20160714_Reshenija_i_postanovlenija.pdf
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authorities and courts in relation to similar 
situations. Tax disputes may be more likely to 
arise for production enterprises that use 
complex assets, linear facilities, facilities serving 
areas of land and other non-standard fixed 
assets owing to the lack of any uniform 
approach to classifying such fixed assets as 
movable or immovable items. Taxpayers seeking 
to apply the assets tax exemption should there 
take steps in advance to collect documents and 
arguments supporting the classification of a 
particular asset as movable property, such as, 
for example, the absence of an entry for the 
asset in the Unified State Register of Immovable 
Property, the fact that no permit is required to 

bring the asset into operation, the opinion of an 
independent expert and other technical and 
design documentation containing information on 
the intended purpose and characteristics of the 
asset. Having such documents available would 
increase the taxpayer’s chances of successfully 
defending the application of the tax exemption 
in relation to movable property in a dispute with 
the tax authorities or in court. 
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