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Features of distribution of the property which 

remained after liquidation of the Russian 

company 
 

This article discusses liquidation of a legal entity, namely the features and procedure for the division of 

the property stock remaining after settlement with creditors between the founders of the liquidated company. 

The author focuses on several relevant issues related to implementing the provision set forth in clause 8 of Art. 

63 of the Civil Code of the Russian Federation as well as points to existing shortcomings of the existing law. 

Moreover, tax consequences associated with the liquidation of a legal entity and the transfer of assets and 

rights in the liquidation quota are considered in the study. In the context of the study, relevant examples from 

judicial practice are provided. 
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    The existence of a legal entity can be compared with human life, i.e. 

establishment (birth), activities (human life) and liquidation (death). However, in each 

of the comparable phenomena above, from the point of view of law, there are significant 

differences. In the framework of this article, we focus on the consideration of the legal 

‘death’ (liquidation) of legal entities, and study this issue in relation to certain types of 

corporations (business entities). 

    Business entities are the most common types of business corporations in Russia. 

Their legal forms - Joint-Stock Companies and Limited Liability Companies - make up 

the vast majority of legal entities registered in the Russian Federation. They bear 

hallmarks essential for potential investors, such as the limited liability of the members 

of a company for the debts of the company itself, the possibility for investors to run the 

corporation, and the possibility to receive part of the profit in the form of dividends. 

In the framework of this article, I would like to make a point of such a right of 

members in a business entity as obtaining part of the assets of a liquidated corporation 

as part of a liquidation quota. The fact is that property benefits from the activities of a 

business entity are mainly received in the form of dividends on invested capital. This 
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option is quite clear, and has been studied and regulated by both civil (corporate) law 

and tax regulations. 

But there is another way to profit from the activities of a corporation. It can be 

applied in case of liquidation of a company, if after all necessary settlements with 

creditors, the liquidated company has some residual assets. This option is less common 

and studied, in connection with which we will try to fill the gap in the framework of 

this article. 

   To begin with, we consider it necessary to analyse the liquidation procedure 

itself, identify the characteristics of the creation and distribution of the property stock 

of the liquidated entity in order to understand the characteristics of the liquidation quota 

as the basis for the emergence of the rights of the liquidated corporation members to its 

assets. 

The definition of liquidation of a legal entity is given in clause 1 of Art. 61 of the 

Civil Code of the Russian Federation (hereinafter referred to as the Civil Code of the 

Russian Federation). In accordance with the above-mentioned provision, the liquidation 

of a legal entity entails its termination without transfer by way of universal succession 

of its rights and obligations to other persons. In analysing this provision, we can 

conclude that if a company is liquidated, then all of its rights and obligations, including 

proprietary interests in property, liability rights and exclusive rights to intellectual 

property are considered to have been lost. It is evident that this situation cannot meet 

the interests of both members in a legal entity and its creditors. [1] 

During liquidation, authorised persons (liquidation commission, liquidator) collect 

the property stock of the liquidated company, identify and collect receivables. These 

assets are used for settlements with creditors and making all mandatory payments. In 

the vast majority of cases, the property stock is sufficient to satisfy the claims of all 

creditors. The liquidated company draws up the final liquidation balance sheet and 

submits documents for state registration of the legal entity liquidation. In case of a 

favourable decision of the registering authority, the company ceases to exist and is 
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excluded from the Unified State Register of Legal Entities (hereinafter referred to as the 

USRLE) due to voluntary liquidation. 

It is worth noting once again that this option of closing a company involves a 

situation in which the debt of a liquidated company is equal to the value of its assets, 

which is extremely rare. In cases where the assets of the liquidated legal entity is 

insufficient to satisfy the demands of all creditors, it is possible to liquidate that 

company only in the manner prescribed by the bankruptcy law (paragraph 2 of clause 4 

Article 63 of the Civil Code of the Russian Federation). 

We propose to consider the option in which the demands of all the creditors of the 

liquidated company are satisfied, and there are some residual assets. This situation is 

regulated by clause 8 of Art. 63 of the Civil Code of the Russian Federation. The 

specified provision states that the assets of a legal entity remaining after satisfying the 

claims of creditors are transferred to its founders (members) who have proprietary rights 

to the assets or corporate rights in relation to the legal entity, unless otherwise stipulated 

by law, other regulatory instruments or a constituent document of the legal entity. If 

there is a dispute between the founders (members) as to whom an item should be 

transferred to, it is sold by the liquidation commission at auction. 

We shall consider the sequence of division of assets during the liquidation of a 

limited liability company (hereinafter LLC) and a joint stock company (hereinafter 

JSC). 

In accordance with clause 1 of Art. 58 of the federal law dated 08 August 1998 N 

14-FZ On Limited Liability Companies (hereinafter referred to as the Law on LLC), the 

residual assets of LLC after meeting the claims of creditors is transferred to its founders 

(members). 

The assets of the liquidated company are divided among the LLC members in the 

following priority order: 

- First of all, the distributed but unpaid part of the profit is paid to the company 

members (paragraph 2 of clause 1 of Art. 58 of the Law on LLC); 
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- Secondly, the assets of the liquidated LLC between the company’s members are 

divided in proportion to their shares in the authorised capital of the company. The shares 

owned by the company are not taken into account in such a division of assets (clause 1 

of Art. 24, paragraph three, paragraph of clause 1 of Art. 58 of the Law on LLC). 

In accordance with clause 2 of Art. 58 of the Law on LLC, the demands of each 

priority are satisfied after full satisfaction of the demands of the previous priority. If the 

company assets are not enough to pay the distributed but unpaid part of the profit, the 

assets of the company are divided among its members in proportion to their shares in 

the authorised capital of the company (Ruling of the North Caucasus District Arbitration 

Court dated 04 June 2015 No F08-2778/15) [4]. 

As for joint-stock companies, it is regulated by Art. 23 of the federal law dated 26 

December 1995 N 208-FZ (as amended on 27 December 2018) On Joint-Stock 

Companies (hereinafter the Law on JSC). 

The residual assets of the liquidated company after settlements with creditors are 

divided by the liquidation commission between the shareholders in the following 

priority order: 

- First of all, payments are made on shares, which shall be redeemed in accordance 

with Article 75 of the Law on JSC; 

- Secondly, payments of dividends accrued but not paid on preferred shares and 

the liquidation value on preferred shares determined by the company’s articles of 

association are made; 

- Thirdly, the assets of the liquidated company are divided between the 

shareholders, owners of ordinary shares and all types of preferred shares. 

The assets of each priority are divided after the complete division of assets of the 

previous priority. Payment by the company of the liquidation value determined by the 

articles of association of the company for preference shares of a certain type is made 

after the full payment of the liquidation value on preferred shares determined by the 

company’s articles of association of the previous priority. 
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If the company assets are insufficient to pay dividends accrued but not paid and 

the residual value specified by the articles of association of the company to all 

shareholders holding preferred type shares, then the assets are divided among 

shareholders holding that type of preferred shares in proportion to the number of shares 

of that type they own [3]. 

The asset division sequence during liquidation process between the members of 

LLC and the shareholders of JSC in the above laws is sufficiently presented and clear. 

We propose to follow up with the analysis of the provision set forth in clause 8 of Art. 

63 of the Civil Code of the Russian Federation and consider several relevant issues 

related to its implementation. 

At what point are the above assets transferred? In our opinion, it occurs after all 

liabilities to creditors indicated in the interim liquidation balance sheet have been 

satisfied. The creditors’ claims have been satisfied, there is still some property stock, 

and the founders have the right to receive their part of the residual assets. 

However, in practice, there may be cases when the assets of a liquidated company, 

in violation of clause 2, clause 3 of Art. 63 of the Civil Code of the Russian Federation, 

implemented by the chairman of the liquidation commission prior to approval of the 

interim balance sheet and given there are accounts payable and tax payables. 

Therefore, in the Ruling of the Volga-Vyatka District Arbitration Court dated 09 

April 2015 No F01-628/205 concerning the case No A38-6132/2013, the court lawfully 

established unfair practices in the actions of the liquidation commission chairman and, 

as a result, the amount of losses was recovered in favour of the plaintiff [9]. 

In addition, the Civil Code of the Russian Federation and other regulatory 

documents do not indicate what documents are used to formalise the transfer of the 

residual assets to the liquidated company members after settlements with creditors. It 

appears that this process should be recorded in a special resolution by the liquidator 

(liquidation commission). Such a document should include information on the 

availability of assets after settlements with creditors, their composition and the 

procedure for distribution between members in a liquidated corporation. The ruling in 
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this case will provide the basis for the creation of title to the assets of the liquidated 

company from those of its members in whose favour they were distributed. 

The liquidator makes such a decision individually and draws it up in writing. Based 

on the prevailing judicial practice, documents on the division of the residual assets of a 

liquidated company may be as follows: 

- an Asset Division Certificate (for example, the Ruling of the Penza Regional 

Arbitration Court dated 28 February 2007 concerning the case No A49-6884/2006-

181/12); [10] 

- a resolution of the liquidation commission on the division of assets 

(Determination of the Supreme Arbitration Court of the Russian Federation dated 07 

July 2011 No VAS-8018/11); [6] 

- a protocol on the division of the residual assets between the members (Ruling on 

Appeal of the Supreme Court of the Republic of Tatarstan dated 06 August 2012 

concerning the case No 33-6976) [8]. 

It appears that in transferring assets, an acceptance certificate containing 

information about the item, object and subject of transfer shall also be executed. The 

certificate is signed by all members of the entity and the liquidation commission. Such 

a certificate is designed to confirm the transfer of assets. 

As previously noted, the transfer of assets to the founders (members) is carried out 

by the liquidation commission (liquidator) of the company on the basis of the approved 

liquidation balance sheet (resolution of the Eighteenth Arbitration Court of Appeal 

dated 11 July 2017 No 18AP-6767/17). [14] 

In accordance with clause 9 of Art. 63 of the Civil Code of the Russian Federation, 

the liquidation of a legal entity is considered completed, and the legal entity ceased to 

exist after making an entry in the Unified State Register of Legal Entities (USRLE). In 

this regard, the division of assets between the company members should be resolved 

before filing documents with the Federal Tax Service of Russia on the completion of 

the company liquidation. After making a record on the company liquidation in the 

USRLE, it will not be legally possible to make a decision on the division (transfer) of 
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the company’s residual assets (Resolution of the Federal Antimonopoly Service for the 

Urals District dated 13 May 2013 No F09-1950/13). [12] 

At the same time, in practice, it can be possible when a liquidated legal entity 

excluded from the USRLE still has some unsold assets. 

In that context, if there are any residual assets of the liquidated legal entity 

excluded from the USRLE, the party involved or authorised state body will have the 

right to apply to the court with a statement on the appointment of a procedure for 

distributing the discovered assets among persons entitled to it, in the manner provided 

for in clause 5.2 of Article 64 of the Civil Code of the Russian Federation. 

The exclusion of an inactive legal entity from the USRLE entails legal 

consequences provided for by the Civil Code of the Russian Federation and other laws 

in relation to liquidated legal entities (clause 2 of Article 64.2 of the Civil Code of the 

Russian Federation). 

In the light of the above and taking into account the legal position of the Supreme 

Court of the Russian Federation, as set out in clause 39 of the Plenum Resolution dated 

17 November 2015 N 50, the exclusion of the debtor legal entity from the Unified State 

Register of Legal Entities by resolution of the registering authority on the basis of 

Article 21.1 of the federal law N 129-FZ does not prevents the creditor and collector, in 

the manner prescribed by clause 5.2 of Article 64 of the Civil Code of the Russian 

Federation, from applying to the court for the appointment of a procedure for dividing 

the debtor’s assets if such a legal entity has any unsold assets. [17] 

In contrast to the process of transfer of title to movable things, which does not 

require state registration, and therefore does not create any problems for the new title 

holder, there are certain features of the transfer of more complex proprietary 

items/objects of civil rights. It is about real estate, intellectual property, property rights 

etc. as part of the assets transferred. In this case, problems may arise with the 

determination of the basis and the moment of transfer of the member’s title to assets. 

The decision to transfer the title to the assets of the liquidated entity to its member in 

the liquidation quota provides the basis for the member to have title to those assets. For 
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example, if a change in the title to real estate is registered, it is the decision on the 

transfer of residual assets after settlements with creditors of the liquidated company to 

its founders which provides the basis for registering the transfer of ownership of the 

right. 

In addition to the foregoing, a liquidated company may be a creditor in respect of 

liabilities whose performance, at the time of its liquidation, had not yet matured. In this 

case, the rights of claim can also be transferred to its members as part of the liquidation 

quota. There is no separate legal regulation of this issue but given the fact that the 

legislator in clause 8 of Art. 63 of the Civil Code of the Russian Federation uses the 

concept of ‘assets/property’, and in accordance with Art. 128 of the Civil Code of the 

Russian Federation, ‘assets/property’ also mean property rights, in which case nothing 

prevents the transfer of claim rights belonging to the liquidated company to its founders. 

By the decision of the Seventh Arbitration Court of Appeal dated 07 July 2018 No. 

07АP-7413/2017 concerning the case No А45-6267/2017, the court established the 

lawfulness of transfer of the right of claim to the defendant from the liquidated TK 

Sibir-Energy LLC to the sole member of the company A.V. Vinogradov. Referring to 

the provisions of clause 8 of Art. 63 of the Civil Code of the Russian Federation and 

Art. 128 of the Civil Code of the Russian Federation, the court concluded that 

receivables being property rights constitute part of the legal entity’s assets. [13] 

In this case, in our opinion, this transfer is possible even if the contract, on the 

basis of which the right of claim is created, contains a prohibition on the assignment of 

this right to third parties. The fact is that the liquidation of a legal entity, as the basis for 

the transfer of the right of claim to the founder, is not a transaction in its classical sense. 

Therefore, such a transfer does not violate the prohibition of the assignment of rights, 

as it has a different basis. 

As for the rights to other liquidated items belonging to the company and having a 

special legal regime, the transfer takes place in the manner prescribed by the rules 

governing the turnover of those items. For example, if military weapons are listed on 

the balance sheet of a liquidated security company, they may not be transferred to the 
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founders as part of the liquidation quota but must be transferred to special bodies in the 

manner prescribed by the federal law dated 13 December 1996 N 150-FZ (as amended 

on 07 March 2018) On Weapons. [5] 

In conclusion, I would like to pay attention to the tax consequences of the 

liquidation of a legal entity and the division of residual assets left after satisfying 

creditors’ claims between its members. 

As noted earlier, the liquidation of a legal entity is considered completed, and the 

legal entity ceases to exist after making the appropriate entry in the Unified State 

Register of Legal Entities (USRLE). 

Until the exclusion from the register, this legal entity remains legally competent 

and is obliged to timely and correctly assess and pay taxes as well as make other 

mandatory payments to the tax authorities and extra-budgetary funds that become due 

during liquidation procedures. 

The obligation to pay taxes, fees, insurance contributions (penalties, fines) of the 

liquidated entity is fulfilled by the liquidation commission at the expense of the funds 

of the entity including those received from the sale of its assets (clause 1 of Art. 49 of 

the Tax Code of the Russian Federation). [2] 

The liquidation procedure changes the due date for tax payment. The order of 

priority for the fulfilment of obligations with respect to the payment of taxes, fees, 

insurance premiums upon liquidation of an entity among settlements with other 

creditors of such an entity is determined by the civil legislation of the Russian 

Federation, namely, Art. 64 of the Civil Code of the Russian Federation. This provision 

stipulates that the settlements in respect of governmental charges and extra-budgetary 

funds are made on a third-priority basis. Moreover, as mentioned above, the creditors’ 

claims of each priority are satisfied after the full satisfaction of the claims of the 

creditors of the previous priority (clause 2, Article 64 of the Civil Code of the Russian 

Federation). 

Considering the above provisions as well as the position set forth in the letter of 

the Ministry of Finance of Russia dated 19 June 2006 No 03-03-04/1/525, the fact of 
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division of assets in favour of members in the liquidated legal entity is not a sale for 

profit tax purposes, and therefore, the liquidated entity does not get a profit tax item in 

this case. [15] 

The letter of the Ministry of Finance dated 05 April 2011 N 03-03-06/1/212 says 

that in accordance with clause 2 of Art. 277 of the Tax Code of the Russian Federation, 

upon liquidation of an entity and division of the liquidated entity’s assets, the income 

of taxpayers, i.e. shareholders (members) of the liquidated entity is determined based 

on the market price of the assets (property rights) they receive at the time of receipt of 

the assets net of the value of the shares (participatory interest) actually paid (irrespective 

of the form of payment) by the respective shareholders (members) of the entity. 

At the same time, in the light of the above, the initial value of fixed assets received 

by the shareholder (member) taxpayer from the liquidated entity, for tax accounting 

purposes, is determined based on the market price of the assets (property rights) 

received by it at the time of receipt of the assets net of the value of the shares 

(participatory interest) actually paid (irrespective of the form of payment) by the 

respective shareholders (members) of the entity. 

The transfer of assets divided by the liquidation commission in the manner 

prescribed by the Law on LLC does not lead to the generation of income taken into 

account for tax purposes from the liquidated company. [16] 

At the same time, the liquidated company does not incur expenses in the form of 

the value of the transferred assets irrespective of whether the transfer is made within or 

over the initial contribution. This position is due to the fact that such expenses are not 

aimed at generating income (sub-clause 3, clause 1 of Art. 251 and clause 1 of Art. 252 

of the Tax Code of the Russian Federation). 

As for the value added tax, in accordance with sub-clause 1 clause 2 of Art. 146, 

clause 1, sub-clause 5 clause 3 of Art. 39 of the Tax Code of the Russian Federation, 

the transfer of assets within the initial contribution to a member (its successor or 

assignee) in a business company or partnership upon withdrawal (disposal of) from a 

business company or partnership as well as when dividing the assets of a liquidated 
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business company or partnership between its members, is not a sale of the assets and is 

not subject to VAT. 

The transfer of assets in excess of the amount of the contribution of this member 

to the company’s authorised capital is recognised as the sale of the assets and, 

accordingly, is subject to taxation in accordance with sub-clause 1 clause 1 of Article 

146, clause 1, sub-clause 5 clause 3 of Art. 39 of the Tax Code of the Russian 

Federation. The VAT base in the transfer of assets is determined by the company based 

on the excessive market value of the transferred assets over the member’s contribution 

amount (clause 2 of Art. 154, sub-clause 5 of clause 3 of Art. 39 of the Tax Code of the 

Russian Federation). 

It is essential to note that the excess of the value of the assets transferred to the 

member over the size of the member’s contribution is subject to VAT only when 

transferring assets, the sale of which is taxable in accordance with Art. 21 of the Tax 

Code of the Russian Federation. 

Article 23 of the Tax Code of the Russian Federation does not provide for any 

special procedure for taxation of the income received by an individual as a result of 

division of assets upon liquidation of an entity. Therefore, it is necessary to be governed 

by the general principles of determining income established by Part 1 of the Tax Code 

of the Russian Federation. 

According to the position of the Russian Ministry of Finance, income in the form 

of assets divided during liquidation of an entity is subject to personal income tax in full, 

since its reduction by the amount of the member’s contribution is not stipulated by Art. 

23 of the Tax Code of the Russian Federation. The Ministry notes that paragraph 2 of 

sub-clause 1 of clause 1 of Article 220 of the Tax Code of the Russian Federation 

provides for the possibility of reducing the income received by expenses incurred only 

in the sale of a share (part of it) in the authorised capital. The income that taxpayers 

received during the liquidation of an entity is not income from the sale of a share (its 

part) in the authorised capital; therefore the amount paid to the taxpayer in this situation 

is subject to personal income tax in full at the rate of 13% (letters from the Russian 
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Ministry of Finance dated 08 November 2011 N 03-04-06/3-301, dated 05 April 2011 

N 03-11-06/2/45, dated 09 October 2006 N 03-05-01-04/291, dated 06 September 2010 

N 03-04- 06/2-204, dated 06 September 2010 N 03-04-06/2-203, dated 17 August 2010 

N 03-04-05/2-463 etc.). [18] 

This position can be found in the practice of arbitration courts. 

By the Decision of the Supreme Arbitration Court of the Russian Federation dated 

05 August 2013 No VAS-9737/13, the case was rejected to be submitted to the 

Presidium of the Supreme Arbitration Court of the Russian Federation because the 

courts made the correct conclusion that the actual value of the share paid by it is subject 

to personal income tax in accordance with the usual procedure with the full amount of 

the paid income; the applicant being a tax agent in respect of such income is obliged to 

assess, withhold from the taxpayer and transfer to the budget the amount of personal 

income tax. [7] 

In the Resolution of the Federal Antimonopoly Service for the Ural District dated 

10 April 2013 No F09-2009/13 concerning the case No A76-9864/12, the court stated 

that the legal relations arising between the company and its member in the event of the 

latter’s withdrawal may not be considered as legal relations arising from the agreement 

on the sale of shares in the authorised capital. Since there is no sale of the share in the 

authorised capital upon the member’s withdrawal, the income of an individual in the 

form of the actual value of the share is subject to personal income tax by the tax agent’s 

withholding the tax on the full amount of income. Applying tax deductions provided for 

in Art. Art. 218 - 221 of the Tax Code of the Russian Federation, in this case is not 

stipulated. [11] 

A similar point of view was expressed in the Decisions of the Federal 

Antimonopoly Service for the North Caucasian District dated 21 February 2013 in the 

case N A53-13671/2012 and the Federal Antimonopoly Service for the Ural District 

dated 05 November 2011 N F09-7722/11 concerning the case N A50-4391/2011. 
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Summarising the study, the procedure for transferring title to the assets of a 

liquidated company to its members is currently insufficiently regulated in the existing 

law, which is a significant legal gap that needs to be addressed in the shortest possible 

time. In practice, certain problems often arise when resolving disputes over the division 

of assets. In this context, we consider it necessary to amend Article 63 of the Civil Code 

of the Russian Federation, which would supplement it with special rules governing the 

transfer of the rights. In addition, in this Article it would be rational to indicate the 

documents, on the basis of which the specified transfer occurs, as well as determine the 

moment the founders accrue title to the liquidated company assets. 
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