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1.  The Current State of Business Aviation in Russia  

● The domestic Russian business aviation industry is practically non-existent at 
the present time. 

● There is a very limited number of fixed base operators ("FBOs") and ground 
handling companies which service foreign-registered business aircrafts that are 
in Russia for short periods of time on a transient basis. 

● Approximately 30 Russian-owned, foreign-manufactured business jets are 
operated by Russian operators, primarily by Russia's leading industrial 
concerns, such as Gazprom Avia, Lukoil Avia and Severstal Avia. 
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1.  The Current State of Business Aviation in Russia 
(continuation) 

● Reportedly more than 450 foreign manufactured business jets are presently 
owned by Russian persons and legal entities. By some estimates, there are 550 
such business jets. 

● Notwithstanding that many Russian persons and legal entities would prefer to 
base their aircraft in Moscow, St. Petersburg and elsewhere in Russia, the great 
majority of owners are prevented from doing so by the cost of import VAT, 
ground handling, and the current regulation of aircraft that facilitates 
operating foreign-registered aircraft in Russia pursuant to special one-time 
permits granted by Rosaviatsia and the Customs Service. 

● Approximately 90% of foreign manufactured business jets presently owned by 
Russian persons and legal entities are registered outside of Russia. 
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3.   The "Opportunity Cost" of Exporting Business 
Aviation Aircrafts and Services to Europe 

● Today, Russia is forfeiting EUR 1 billion per year that is paid by Russian 
owners of business aircrafts to primarily European operators. 

● If there are 450 mid-range or long-range business jets owned by Russian 
persons and legal entities, and 420 of them are based in Europe, and the 
operating budget of each is EUR 2,500,000, then Russian persons and 
companies are presently exporting EUR 1,050,000,000 each year to 
maintain and operate these existing Russian-owned aircraft outside of 
Russia. 
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3.   The "Opportunity Cost" of Exporting Business 
Aviation Aircrafts and Services to Europe 
(continuation) 

● If the average operating budget of a mid-range or long-range business jet is 
EUR 2,500,000, then if 100 or 200 existing Russian-owned business jets 
that are presently based in Europe were instead based in Russia, then the 
Russian economy would receive from EUR 300 million to EUR 500 million 
per year. 

● The number of aircraft owned by Russian persons and companies grows 
each year. The opportunity cost to Russia of revenue and employment lost 
will continue to grow until Russia changes the incentives so that Russia 
benefits from this large scale business that is presently forfeited by Russia to 
Europe. 
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 4.  The "Opportunity Cost" of Exporting Business 
Aviation Aircrafts and Services to Europe  

1 Billion EUR per year
spent by Russian owners
of business jets primarily
in Europe

110 Millions EUR per year
spent by Russian owners
of business jets in Russia
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5.   Dysfunctionality Due to Apparent Corruption 

● The business aviation industry in Russia appears to be kept in a dysfunctional 
condition by its regulators and main industry participants, apparently largely 
due to endemic corruption. 

● There are strong indicators of large scale, pervasive corruption in the issuance 
of flight permits for domestic commercial flights on foreign registered aircraft. 
Industry leaders advocate the making of false flight plans for domestic 
commercial flights, declaring them to be private when they are in fact 
commercial, since there is a low probability of adverse consequences if 
regulators are motivated not to inspect a flight. 
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5.   Dysfunctionality Due to Apparent Corruption 
(continuation) 

● There are strong indicators of large scale, pervasive corruption in the non-
enforcement of customs regulations that prohibit use of aircraft that have not 
been customs cleared on domestic commercial flights. The Customs Service 
challenge flights that are declared to be private on only a selective and rare 
basis. 

● There are strong indicators of large scale, pervasive corruption in the payment 
of facilitation fees by foreign operators operating commercial flights in Russia 
on foreign-registered aircraft that are reported to be private flights. 
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6. Radical Improvement through Three Legal Reforms 

 Russia can radically transform and improve the current dysfunctional state of 

affairs in business aviation in Russia by enacting three legal reforms: 

● Exemption from Import VAT for Aircrafts to be used Commercially;  

● Stop Illegal Cabotage Flights;  

● Require at least Two Ground Handling Companies at all Airports, in each of 
three areas of Airport’s work – massive passenger carrying operations, 
freights and business/general aviation. 
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7. Exemption from Import VAT for Aircraft to be 
used Commercially  

● Create an exemption from import VAT for business jets that would be revenue-
neutral for the Russian budget.  

● VAT from charter flights and ticket sales would be paid to the Russian budget, 
offsetting the VAT not charged on imported aircraft.  

● Today, the EU has a mandatory policy directive that all EU countries are 
required to provide an exemption from import VAT for aircraft that are 
imported to be used commercially, which means placed on to the operating 
certificate of a European commercial operator. 
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8. Stop Illegal Cabotage Flights  

● Require the Customs Service to stop illegal cabotage flights, and enforce 
existing Russian law and existing decisions of the Customs Union. 

● Russian law prohibits domestic commercial flights on aircraft that are not 
customs cleared, yet, reportedly 80% of domestic commercial flights are 
falsely declared to be private flights. 
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8.  Stop Illegal Cabotage Flights (continuation) 

● The Customs Union has issued a Decision to allow foreign registered aircraft 
to be present in Russia for up to 180 days a year for private flights.  See 
Decision No. 662, dated May 19, 2011. This Customs Union Decision is today 
ignored by the Russian Customs Service, which requires the filing of an 
obsolete VVD Form. The VVD form was promulgated in 2003 pursuant to 
Decision No. 916 of the State Customs Committee, dated August 3, 2003, 
which was voided by Decision No. 75 of the Federal Customs Service, dated 
January 1, 2011. 

● Instead, the Russian Customs Service should require a form to be filed when 
an aircraft arrives that would list all domestic legs to be flown, and all 
passengers to be onboard. This form would give the Customs Service the 
means to police domestic flights. Any flights that included additional city 
pairs, or had different passengers on board would appear to be suspicious and, 
likely, illegal flights. 
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9.   Require at least Two Ground Handling 
Companies at all Airports 

● This requirement should apply at all Russian airports where the Russian 
government has invested to create or improve the airport.  

● The cost of parking, hangaring and ground handling are cited by Russian 
aircraft owners, after the cost of import VAT, as the next most significant 
cost that prevents Russian aircraft owners from choosing to base their 
aircraft in Russia.  
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9.   Require at least Two Ground Handling 
Companies at all Airports (continuation) 

● The demonopolization of ground handling services would materially 
decrease the cost of basing business aircraft in Russia, and of servicing 
foreign-registered Russian owned aircraft that are in Russia on a transient 
basis, thereby allowing foreign-registered Russian owned aircraft to be 
present in Russia for longer periods, creating a demand for related 
maintenance and other services.  

● The demonopolization of ground handling services would also result in 
lower costs for Russian airlines. 
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10.  Level the Playing Field with Europe 

● The reforms proposed above are each presently in effect in Europe and the 
US 

● These proposed legal reforms would "level the playing field" between Russia 
and its European neighbors 

● Industry participants estimate that, within six months of enacting the 
proposed reforms, 100 to 200 Russian-owned business jets would be based 
by their Russian owners in Russia, and moved from their present bases in 
nearby European countries. 
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11. Expand the number of countries with which 
Russia has 83-bis agreements  

● It would be good to expand the list of countries with 83-bis agreements to 
include several popular jurisdictions including Finland, Malta and other 
nearby European countries. Foreign creditors are more comfortable extending 
credit for aircraft to be registered in these established jurisdictions. 83-bis 
allows aircraft registered in such countries to nonetheless be included on the 
operating certificate of a Russian commercial operator. 

● In order for a foreign registered aircraft to be flown, legally, on commercial 
charter flights within Russia, that aircraft must be registered in Russia or 
registered in a country that has entered into an Article 83-bis Agreement with 
Russia according to the Chicago Convention. 
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11. Expand the number of countries with which 
Russia has 83-bis agreements (continuation) 

● Then, this foreign-registered aircraft must be placed on to the certificate of a 
Russian operator.  

● Seven countries outside of the former Soviet Union have 83-bis Agreements 
with Russia. These are: (1) Ireland, (2) Turkey, (3) Switzerland, (4) Bermuda, 
(5) Austria, (6) Bulgaria, and (7) Malawi. Most Russian commercial airliners 
are registered in Ireland and Bermuda. 
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12.  The Likely Benefits for Russia 

Ограничение Limiting "gray aviation" in Russia, and promoting fully legal 
domestic commercial use of business aircraft will facilitate: 

● very significant investment in the Russian aviation infrastructure for business 
aviation; 

● employment of Russian pilots and mechanics; 

● creation of more FBO's; 

● expansion of the number of airports that would have sufficient demand to be 
viable; 

● the substantial growth of the business aviation industry in Russia which 
would not be impeded by unfair competition form illegal operators; 

●  increased respect for Russia generally since the present phenomenon where 
90% of Russian owned business jets are registered and operated by non-
Russian operators would be radically changed in favor of Russian operators. 
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630 Millions EUR per year that Russian owners of business jets continue spending outside Russia

110 Millions EUR per year that Russian owners of business jets continue spending in Russia

370 Millions EUR per year that Russian owners of business jets start spending in Russia

*These figures would each be proportionately larger if there were, in fact, 550, and not “only” 450 business 

 jets owned today by Russian persons and corporations 
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13. Projected Financial Results within first 12 months                      
of Proposed Rule Change*  
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