1. Russian Microfinance Policy Environment initiative. 
For the purposes of market assessment and gaining feedback on the quality of services provided, the RMC runs a survey of its monthly legal review recipients. The survey results provide evidence of the significance and importance of the review’s contents and the quality of disseminated information. Complementing the review’s materials with a section on “Arbitrage practice review” has also been suggested. The RMC is now considering the possibility of publicizing a more enhanced monthly legal review.    

For more detailed information on the program’s activities please contact RMC legal issues advisor Natalya Burtseva, nbutrseva@rmcenter.ru

2. Public events on microfinance.

The Forum “Strategies for regional development” was held in Kazan on June 3-4. The Forum was initiated by the administrative apparatus of the President’s Representative in the Volga Region and organized with the support of the administration of the President of the Republic of Tatarstan and the Center for Strategic Research of the Volga Federal region. RMC staff participated in the section “Role of SME in regional development”. Within the Forum’s framework “Competitive regions = Competitive Russia”, the primary issues of SME development on both regional and federal levels were brought to participants’ attention. RMC specialists elaborated the discussion by conducting presentations on the key role of microfinance in SME financial support.  Participants were also given an opportunity to get acquainted with the Republic of Tatarstan's program for collateral provision on loans and credits designated for business development. The program is being implemented by funds for small business support and by the Republic of Tatarstan agency for SME development and support.

3. Regional news. 


The association of credit unions of the Central Region started its operation in Dubna, Moscow Oblast, on July 1st. The project was launched and hosted by the Credit Consumer Cooperative of Citizens “Credit Union “Alternativa”. Despite its relatively short period of being in operation, MFIs in Moscow region already joined the Association. Moreover, the Board received applications from MFIs in Kostroma, Vladimir and Yaroslavskaya oblast. 

The Association is a membership-based organization and provides the following services: 

· Installation of software designed by “Credit union “Alternativa”. 

· Extensive training on software use and maintenance for loan officers. 

The association also plans to design its web site and proposes to build an educational center in Dubna. 

4. Training news. 

Initiated by the interregional public organization for youth “New Civilization” the RMC presented a “Fundraising and financial resources attraction for young businessmen” seminar, held on July 18-23 and hosted by international youth camp in Istra, Moscow oblast. Over 200 people participated in the seminar. 5 groups attending the seminar commented on the practical value of the material presented as well as RMC’s professional approach in training. 

Upcoming events. 

RMC is planning the following open-enrollment courses for the following fall:

· Delinquency Management and Setting Effective Interest Rates, 15-18 Sep 2003. (Moscow)

· Loan Officers' Training, 29 Sep – 2 Oct, 2003 (Khabarovsk)

· Financial Analysis for MFIs, 20-23 Oct 2003 (Moscow)

· Business Planning and Modeling with MICROFIN, 10-14 Nov 2003 (Moscow)

With all questions regarding educational services, provided by RMC, please contact RMC training coordinator Irina Serova, iserova@rmcenter.ru
5. Question -Answer

We continue to publish the most interesting answers to the questions, received by RMC last month.
Question: 

With the enforcement of the Federal Law on “appliance of controlling cash registers….”, accounting for cash inflow is a subject for implementation and should be managed via controlling cashier devices. Our organization is a legal entity with credit cooperative status. 

As of today, all cash inflow operations are being accounted for via cash order with mandatory indication of types of payment, percentage, shares, deposits corresponding to a concrete shareholder and a contract number. Are we obligated to use controlling cash registers? 

Answer:

With the enforcement of the Federal Law #53-FZ on “appliance of controlling cash registers while processing payments in cash and/or via plastic cards”, law #5215-1 “on appliance controlling cashier machines” is no longer valid. 

Obligation for controlling cashier devices only originates with two simultaneously aroused conditions:

	
	Enforced law
 # 54-FZ «appliance of controlling cashier devices while processing payments in cash and/or via plastic cards»
	Not valid law:

 # 5215-1 «on appliance controlling cashier machines»

	Who proceeds operations?
	All legal entities in the Russian Federation (clause 1 article 2).
	All legal entities in the Russian Federation (article 1).

	Whom payments are being made to?
	No basis – the name of the law and its contents indicate no limitation in this regard. 
	With people (article 1).

	How payments are being made?
	Monetary payments and/or via plastic cards (clause 1 article 2).
	Monetary payments (article 1).

	What is the payment made for?
	In case of selling goods, services rendering and completion of work (clause 1 article 2).
	While proceeding trading operations or services rendering (article 1).


These common rules have some exceptions, however due to its irrelevance to the discussed issues they won’t be considered. 

It is obvious that deposits and shares for loan repayment are not methods for covering costs for rendered services or completed work and therefore credit cooperative has no obligations to account for cash-in flow via controlling cashier devices. 

The situation is somewhat ambiguous is the case of loan interest repayment. Russian tax code considers disbursed loans a financial service and percentage is the interest paid for the rendered service and therefore interest repayment procedure should be accounted with the use of controlling cashier devices. However, acts of the Civil Code judge loan issuing process as a promissory one and regulate it accordingly. All calculations related to loan issuing process are not determined as a computation for sold goods or rendered services. Thus, in the case of loan interest repayment there’s no necessity for controlling cash registers appliance. 

It is really hard to foresee which scenario legal practice will take.  Many key factors will become a subject matter in decision making process, for instance: cooperatives readiness to stand for their arguments, competence of your tax inspector, etc. 

In the sense of further operation without controlling cash registers the cooperative should estimate the following “What is the payment made for.” If payments are made for sold goods, rendered services or completed work then appliance of controlling cashier devices is mandatory.
RMC legal issues adviser

Natalya Burtseva

If you have any questions, suggestions, your e-mail address changed or you would like to unsubscribe, please send us a message to info@rmcenter.ru, with “Bulletin” remark in a subject line. 
