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TAX CODE OF THE REPUBLIC OF ARMENIA

PART 1

GENERAL PART

SECTION 1

CONCEPTS AND TAX SYSTEM

CHAPTER 1

GENERAL PROYVISIONS

Article 1. Subject matter of Tax Code

The Tax Code (hereinafter referred to as “the Code”) regulates the relations
(hereinafter referred to as “tax relations”) related to the taxes applied in the
Republic of Armenia (hereinafter referred to as “taxes”) and fees provided for by
the Code (hereinafter referred to as “fees”), prescribes the principles of the tax

system of the Republic of Armenia, the concepts of tax and fee, the types



thereof, the scope of taxpayers, tax rates, the procedure and terms of tax
calculation, payment, and, in cases prescribed by the Code, levying tax liabilities,

as well as defines the principles of tax benefits.

The scope of payers of fees, payment rates, procedure and terms of calculation,
payment and collection of fees, as well as benefits related thereto shall be

prescribed by the Code or the laws of the Republic of Armenia.

Tax relations are the relations related to the record-registration and servicing of
taxpayers, defining, calculation and payment of taxes and fees, record-keeping of
tax liabilities, and, in cases prescribed by the Code, levying, compensation of
taxes and fees, defining tax benefits, laying down the rights and obligations of
taxpayers, tax and authorised bodies, exercise of tax control, application of
sanctions for violating the provisions of the Code and laws of the Republic of
Armenia on fees, ensuring fulfilment of tax liabilities, as well as settlement of tax

disputes.

The types of customs fees, the scope of payers, rates, the procedure and terms
of calculation and payment, as well as the benefits shall be prescribed by the
customs legislation of the Republic of Armenia, unless otherwise provided by the

Code.

Article 2. Regulation of tax relations

In the Republic of Armenia tax relations shall be regulated by the Constitution of
the Republic of Armenia, the international treaties ratified by the Republic of
Armenia, the Code, the laws of the Republic of Armenia on fees, secondary legal
acts adopted based thereon for ensuring the implementation thereof, as well as
legal acts specified by points 1-6 of part 3 of this Article (hereinafter referred to

as “legal acts regulating the tax relations”).



The tax relations shall be regulated by the laws of the Republic of Armenia on
fees and secondary legal acts prescribed by part 1 of this Article only in cases

and within the scopes prescribed by the Code.

Tax relations shall not be regulated by the legal acts other than those prescribed

by part 1 of this Article, except for:
(1)  The Code of the Republic of Armenia on Administrative Offences;

(2) Law of the Republic of Armenia “On fundamentals of administration and

administrative proceedings”;
(3) Criminal Code and Criminal Procedure Code of the Republic of Armenia;

(4) Law of the Republic of Armenia “On bankruptcy”;

(5) Laws of the Republic of Armenia “On tax service” and “On operational

intelligence activity”;
(6) Law of the Republic of Armenia “On inspection bodies”.

If the provisions of legal acts, which regulate tax relations and have equal legal
power have contradictions, ambiguities or misinterpretations, they shall be

interpreted and applied in favour of a taxpayer.

The laws of the Republic of Armenia, which provide for a new type of tax or fee
and increase in the rate of tax or fee, or such provisions of the laws of the
Republic of Armenia shall enter into force from the beginning of the tax year
proceeding the tax year, in which is the day of adopting such laws, but not earlier
than from the beginning of the seventh month following the month, in which is

the day of the official promulgation of those laws.

The laws of the Republic of Armenia providing for a tax benefit or such
provisions of the laws of the Republic of Armenia shall enter into force from the
beginning of the tax year proceeding the tax year in which is the day of adoption
of these laws, unless other terms for the entry of those laws into force is

prescribed.



1.

Article 3. Principles of the tax system of the Republic of Armenia

The unified tax system operating in the Republic of Armenia is based on the

following principles:

(1)

simplicity and certainty — the legal acts regulating the tax relations shall be
clear, precise for taxpayers and tax authority and shall not have

contradictions and uncertainties;

consolidation — the legal acts regulating the tax relations shall be as
consolidated as possible and the regulation of tax relations by separate legal

acts shall be avoided;

equality — the legal acts regulating the tax relations shall be equally applied

to all taxpayers;

non-discrimination — the application of taxes and fees and tax
administration shall not be of discriminatory nature based on social,
political, religious, ethnic, ideological, as well as other factors prescribed by

the Constitution of the Republic of Armenia;

bindingness — all taxpayers shall be obliged to calculate and pay taxes and
make fees in the cases, according to the procedure and in the amount

prescribed by the Code and laws of the Republic of Armenian on fees;

transparency and accountability — the tax administration shall be

transparent and public;

self-assessment and tax compliance — the taxpayers shall independently
calculate and pay taxes and make fees, as prescribed by the Code and laws

of the Republic of Armenian on fees;
balance of tax administration — no taxpayer shall be obliged:

a. to pay taxes and make fees, which are not prescribed by the Code and

laws of the Republic of Armenian on fees;



b.  to pay the taxes and make the fees prescribed by the Code and laws of
the Republic of Armenia on fees in violation of the requirements of

the Code or laws of the Republic of Armenia on fees;

c. to pay the taxes and make the fees prescribed by the Code and laws of
the Republic of Armenia on fees as long as the terms for their
payment prescribed by the Code or laws of the Republic of Armenia

on fees have expired;

(9) inevitability of liability — the taxpayers shall inevitably be held liable for
violating the requirements of the Code or laws of the Republic of Armenia

on fees;

(10) proportionality of liability — the liability provided for violating the
requirements of the Code or laws of the Republic of Armenia on fees shall

be proportional to the gravity of the offence;

(11) pluralism and publicity — the amendments to and/or supplements in the
Code or laws of the Republic of Armenia on fees shall be made by
previously considering them with the representatives of specialist non-
governmental organisations, business sector and other state administration

bodies concerned;

(12) modernity — the tax system shall be based on the modern systems

(including electronic) and approaches of management;

(13) competitiveness — the tax system shall be competitive in terms of attracting

investments and forming favourable business environment;

(14) efficiency — the tax system shall enable the record-keeping at the taxpayers
and the tax control by tax authority to be carried out using as little

resources as possible.

(Article 3 amended by HO-266-N of 21 December 2017, HO-261-N of 23 March 2018)



CHAPTER 2

CONCEPTS

Article 4. Main concepts used in the Code

Within the meaning of applying the legal acts regulating the tax relations, the

concepts mentioned below shall have the following meaning:

()

tax — mandatory and non-repayable amount which is paid by taxpayers to
the state and/or community budgets of the Republic of Armenia in the
manner, amount and within the terms prescribed by the Code for the

purpose of satisfying state and/or public needs;
fee — a state or local payment provided for by the Code;

fine — a sanction prescribed by the Code for the failure to pay taxes or
make fees within the terms prescribed by the Code or laws of the Republic

of Armenia on fees or for their late payment;

penalty — a sanction prescribed for the failure to fulfil or for fulfilling with
violations the requirements prescribed by the Code or laws of the Republic

of Armenia on fees;

arrear — amount of tax or fees prescribed by the Code or laws of the
Republic of Armenia on fees, which have not been paid or have remained

outstanding by the deadline for payment;

advance payment of a tax or a fee — payment of a tax or a fee
calculated and made as prescribed by the Code or laws of the Republic of
Armenia on fees for a certain period before the end of the reporting

period;



(10)

debit amount — debit amount of tax reflected in the unified calculation
report of the VAT and excise tax generated as a result of an offset

(reduction) made as prescribed by the Code;

unified account — deposit sub-account of state extra-budgetary funds run
by the Treasury for the purpose of discharging tax liabilities of taxpayers in

cases prescribed by the Code;

treasury — central treasury of the state body exercising state regulation of

the financial sector as authorised by the Government;

amount of unified account — amount by which the tax liabilities of a
taxpayer can be satisfied as prescribed by the Code. This amount may be

generated from:
a. payment made to the unified account;
b.  submission of tax calculation reports (including verified ones);

c.  reduction of liability as a result of execution of the court judgement or
the decision adopted by the appeals commission or increase in the
amounts subject to crediting to the unified account for the
transactions taxable at zero rate of value added tax or for the
transactions prescribed by points 1-3 of part 2 of Article 89 of the
Code;

d.  reduction of liability as a result of an inspection or examination or
increase in the amounts to be subject to crediting to the unified
account for the transactions taxable at zero rate of VAT or for the
transactions prescribed by points 1-3 of part 2 of Article 89 of the
Code;

e. recorded (substantiated) amounts subject to crediting to the unified
account, as a result of an inspection or examination of the

transactions taxable at zero rate of VAT,;



(11)

(18)

(19)

f.  recorded (substantiated) amounts subject to crediting to the unified
account, as a result of an inspection or examination of the
transactions prescribed by points 1-3 of part 2 of Article 89 of the
Code;

taxpayer — an organisation or a natural person (including an individual
entrepreneur, notary), who has or may have an obligation to pay a tax or
make a payment in the cases prescribed by the Code or laws of the

Republic of Armenia on fees;
tax authority — the State Revenue Committee;

tax administration — entirety of actions carried out by the authorised
body pursuant to the Code and other legal acts for the universal and

correct application of the legal acts regulating tax relations;

authorised body — state administration or local self-government body
implementing administration or exercising control in cases and within the

scope prescribed by the Code or laws of the Republic of Armenia on fees;

assets — any property belonging to the taxpayer by the right of ownership,

property right and personal non-proprietary right;

intangible asset — non-material asset, except for funds, financial assets

and goodwill;

financial asset — financial asset as defined by relevant international

accounting standards, except for funds;

cash — the currency of the Republic of Armenia or foreign currency in the

form of banknotes or coins;

fixed asset — fixed asset and investment property as defined by relevant

international accounting standards;



(20)

original cost of asset — the sum total of the asset acquisition price
(in case of acquisition without compensation — the price of asset being
received and in case of investment in the authorised capital (share capital) —
the price determined upon arrangement of parties, which shall be decided
on by an independent appraiser in the cases and manner provided for by
law), construction or establishment or elaboration costs (including non-
compensated costs and taxes and fees not offset (deducted) as prescribed
by the Code), transportation, installation costs and (or) other costs directly

related to acquisition expressed in monetary value;
liability — the existing debt of the taxpayer;

original cost of liability — the sum total of assets — expressed in
monetary value — needed for discharging (satisfying) the liability at the

moment of emergence thereof;
income — entrepreneurial, personal and/or passive income;

entrepreneurial income — increase in asset or decrease in liability
attributed to the activity carried out by an organisation, individual
entrepreneur or notary, which, taken separately, results in the increase in
own capital of an organisation or in increase of net assets of an individual
entrepreneur or notary except for elements not considered to be income
prescribed by Article 108 of the Code and dividends considered to be
personal income within the meaning of point 25 of this part, received by a
resident natural person considered to be an individual entrepreneur or a
notary. Within the meaning of this point, the income received from the
entrepreneurial activity of a natural person who is not considered to be an
individual entrepreneur and notary, shall also be deemed to be an

entrepreneurial income;



(25)

personal income — fund or another asset (including in-kind) attributed to
the activity carried out by a natural person within the framework of
employment or civil law contracts or upon any other basis (except for the
cases prescribed by points 24 and 26 of this part). Within the meaning of
this point, the dividend received by an individual entrepreneur or a resident
natural person considered to be a notary, shall be deemed to be a personal
income regardless of the circumstances of receiving the dividend as an

individual entrepreneur or a notary and provisions of point 26 of this part;

passive income — incomes received exclusively from the activity of other
persons through the investment (provision) of assets by a natural person or
a non-resident organisation record-registered but having no permanent
establishment in the Republic of Armenia in accordance with Article 27 of
the Code, in particular dividend, interest payment, royalty, rental and
surplus value of assets (except for the cases prescribed by point 24 of this
part and dividends considered to be personal income within the meaning of
point 25 of this part, received by a resident natural person considered to

be an individual entrepreneur or a notary);

gross income —the sum total of the incomes prescribed by the Code

received or to be received during the reporting period;

entrepreneurial cost — decrease in an asset or increase in liability
attributed to the activity carried out by an organisation, individual
entrepreneur or notary, which, taken separately, results in the decrease in
own capital of an organisation or in decrease in net assets of an individual
entrepreneur or notary, except for elements not considered to be

expenditure prescribed by Article 112 of the Code;

own capital — the difference between the assets and liabilities of an

organisation;

10



(30) book value of an asset — the difference between the original value of an

(31)

(34)

asset and the deductions (including depreciation or amortisation
deductions) made from it for taxation purposes with consideration of the
results of re-assessment carried out as prescribed by point 2 of part 1 of
Article 106 of the Code and the capital expense prescribed by point 1 of
part 3 of Article 121 of the Code;

book value of liability — difference between the initial value of liability
and deductions made from it for taxation purposes with consideration of
the results of re-assessment carried out as prescribed by point 2, part 1 of

Article 106 of the Code;

dividend — the income received or to be received by a participant as a
distribution of profit (including interim distribution) received from
participation in the authorised capital or in share or equity capital of an

organisation (stock, share, unit) or joint activity;

interest — income received or to be received for the use or sales price of
funds provided to another person on the principle of repayment (including
for acquiring debt security, as a borrowing, advance payment paid to the
bank account of the serving bank) for a deferred payment. Fine for overdue
payment as stipulated by law or by a transaction, including the bank

interest, shall not be deemed to be interest;

royalty — income received or to be received from the use of the
intellectual property right or other non-proprietary rights of a taxpayer. In
particular, the income received for the use of invention, patents, copyright
in the sphere of literature, science or art, including films for television or
radiocommunication, audio and audio-visual recordings, computer
programs, certificate, trademark, design or model, scheme, secret formula

or process or industrial, trade or scientific information or experience shall

11



(37)

(38)

also be deemed to be royalty. The concept of royalty shall be applied in

Section 10 of the Code in the meaning of part 2 of Article 197 of the Code;

rental — income received or to be received by another person for the use
of property. The amount paid by a sublessee to a lessee shall also be

deemed to be a rental;

capital gain — positive difference between the sales price and the book
value of an asset of a non-resident organisation record-registered but
having no permanent establishment in the Republic of Armenia or a non-
resident natural person record-registered but having no permanent
establishment in the Republic of Armenia, in accordance with Article 27 of

the Code;

tax benefit — exception from the general procedure and/or terms for
calculating and paying taxes, fines and/or penalties prescribed by the Code,
which does not entail emergence of or decrease in a tax liability or in the
result of which the amount of tax liability subject to discharge is eliminated

or the terms of its calculation and/or discharge are postponed;

goods — any asset other than funds, financial assets, intangible assets and
goodwill, unless otherwise prescribed by the Code. Foreign currency shall

also be deemed to be goods in foreign currency exchange or dealer activity;

identical goods — goods that are identical in all aspects, including physical
and chemical characteristics, quality, reputation (trademark), as well as
description of location in case of an immovable property. Moreover,
deviations in the appearance of the goods, which may not be a decisive
reason for customers to prefer one of comparable goods over the others,
shall not be a satisfactory condition for not considering such goods as

identical;

12



(40) similar goods — goods, which, although not identical, have similar

(41)

(42)

characteristics and composition, which enables them to be applied for the
same purpose and interchangeably. Moreover, to determine the similarity
of goods, among other factors their quality and reputation (trademark), as
well as description of location in case of immovable property, shall be taken

into account,;

supply of goods — transfer of the right of ownership over goods from one
person to another for a certain form of compensation (including partial
compensation or compensation through grants or subsidies) or without
compensation. Within the meaning of this point, supply of goods shall also

mean:
a. alienation of goods through pipelines and power transmission lines;

b.  provision of goods by a participant of a joint activity to the participant
accountable for joint activity, as an investment made in the joint
activity, where those goods are provided before the accountable

participant issues the statement prescribed by Article 32 of the Code;

c. transfer of the right of ownership over the goods (collateral) from the

pledgor to the pledgee or a person indicated by the pledgee;

transportation of goods — movement of goods transported by the
taxpayer between places of delivery and/or points of delivery thereof; or of
goods under a deposit, delegation or agency contracts that provide for the
condition of acting on behalf of a principal; or of goods transferred or
returned for processing; or of goods being returned as a result of
processing of inventory received for processing; or movement of goods
acquired and transported (including by the carrier) from any place of
delivery or point of delivery, without transferring the ownership right over

the goods from one person to another;

13



(43)

(44)

(49)

(46)

(47)

work — an action, the result of which is material and can be alienated for

satisfying the needs and/or demands of another person;

service — an action, the result of which is not material and which the

receiver consumes during that action;

identical work — work which is identical in all respects, including the
requirements presented to the person delivering the work, quality of work
and the reputation (trademark) of the person delivering the work.
Moreover, the deviations in the work specifications, which may not be a
decisive ground for the recipient of work to prefer one comparable work
over the other, shall not be a sufficient condition for not considering such

work as identical;

identical service — services which are identical in all respects, including
the requirements presented to the person providing the service, the quality
of service and the reputation (trademark) of the person providing the
service. Moreover, the deviations in the specifications of services, which
may not be a decisive ground for the recipient of services to prefer one
comparable service over the other, shall not be a sufficient condition for

not considering such services as identical;

performance of work — transfer of the right of ownership over the result
of work from one person to another for a certain form of compensation
(including partial compensation or compensation through grants or
subsidies) or without compensation. Within the meaning of this point, the
performance of work by a participant of a joint activity for the participant
accountable for the joint activity, as an investment made in the joint activity,
shall also be deemed to be performance of work, provided that this work is
carried out before the accountable participant presents the statement

prescribed by Article 32 of the Code;

14



(48)

(1)

provision of service — performance of an action by one person for the
benefit of another for a certain form of compensation (including partial
compensation or compensation through grants or subsidies) or without
compensation. Within the meaning of this point, provision of service by a
participant of a joint activity for the participant accountable for the joint
activity, as an investment made in the joint activity, shall also be deemed to
be provision of service, if that service is provided before the accountable

participant presents the statement prescribed by Article 32 of the Code;

comparable circumstances of transactions involving supply of goods,
performance of work and/or provision of services — factors, which do
not usually impact the price of supplied goods, performed work and/or
provided service. In particular, when determining the comparable
circumstances, seasonality, consignment of supplied goods, the volume of
performed work and/or provided service, conditions for supply of goods,
performance of work and/or provision of service (in particular, by delivery,
without delivery, by advance payment, deferred payment to the supplier by
purchaser, existing or future, by issuing insurance bonds or without it) and
related services (in particular, installation, testing) as well as post-sale

guarantee service shall be taken into consideration;

sales turnover — entrepreneurial income to be received in the result of
supply of goods, performance of work and/or provision of services
expressed in monetary value, which shall not include VAT, excise tax and

(or) environmental tax amounts;

personal property of a natural person — property for personal, family
or home use belonging to a natural person by ownership right and subject

to use for consumer purposes;

15



(52)

(54)

(57)

property of a natural person used for entrepreneurial activity —
property that is not the personal property of a natural person, except for

the cases provided by the Code;

sales — transfer of the right of ownership from one person to another
over the goods and/or the result of performed work or provision of service

for a certain form of compensation (including partial);

alienation — transfer of the right of ownership from one person to
another over the goods and/or the result of performed work or provision of
service for a certain form of compensation (including partial) or without

compensation;

paper-transfer document —  accounting document formally
corresponding to the requirements prescribed by Article 55 of the Code
(supply of goods, performance of work and/or provision of service), the
transaction mentioned wherein has not been actually performed between
the parties who have compiled that document or has been performed by
indicating data smaller by 20 percent and more than one or more of the
data defined in point 7 and/or 8 of part 4 of Article 55 of the Code. An
accounting document shall not be deemed to be a paper-transfer document
where the taxpayer issuing it is liable for performing the transaction,
pursuant to a contract on supply of goods, performance of work and/or
provision of service. Paper-transfer documents shall not be a basis for

calculation and/or payment of taxes and/or fees by taxpayers;

accompanying document — a relevant accounting document prescribed
by Article 55 of the Code, which proves the supply and transportation of

goods in cases and manner prescribed by the Code;

place of supply — unit of immovable property, having or not having an

address, trade facility, sales outlet of a trading area, object of immovable

16



(60)

(62)

property as a whole composed of immovable property units, subsoil area, a
geographic object outside the inter-settlement and settlement borderlines
or a general area (one whole area located or not located at the same
address and belonging to the taxpayer by the right of possession or
enjoyment but not demarcated by the areas belonging to other persons by
the right of possession or enjoyment) belonging to the taxpayer or used by

him or her, wherefrom the goods are supplied or transported,;

point of supply — means of transportation, which is used by a taxpayer

for supplying or transporting his or her goods;

electronic submission of tax calculation reports or other
documents — submission of tax calculation reports or other documents to
a tax authority by means of an electronic information system using
electronic technologies (applying electronic digital signature, electronic

code and password);

electronic digital signature — means used for identifying the signatory,
as well as for protecting the electronic document from forgery and
distortion as prescribed by the Law of the Republic of Armenia

“On electronic document and electronic digital signature”;

electronic code and password — combination of an entry name and
password presented by a unique sequence of electronic digital symbols,
which enables to enter the information system of the tax authority, identify
the person submitting the electronic document, as well as ensures the
confidentiality and protection of information regarding the person entering

the electronic system against the actions of other persons;

tax dispute — disagreement between a taxpayer and the tax authority with
regard to relations pertaining to the exercise of tax control (including

inspections and examinations) by the tax authority over the calculation and

17



(66)

payment of taxes and fees, as well as fulfilment of other requirements

prescribed by the Code and laws of the Republic of Armenia on fees;

tax secret — any information received by the tax authority or a tax officer

regarding the taxpayer and his or her activity, except for:

a. information published by the taxpayer or upon his or her consent;
b. information on a taxpayer identification number;

c. information included in the charter of a taxpayer;

d. information on violation of the requirements of the legal acts

regulating tax relations and on the applied sanctions;

e. information on a taxpayer or the activity of a taxpayer provided to the
tax and customs authorities of other states based on international or
inter-agency treaties (agreements) in cases of submitting it to those

authorities;

documents subject to mandatory notification — documents prescribed
by the Code and law (in particular, protocols, letters of instruction for lien,
decisions, notices), which are received both in a hard copy and through an
electronic system within the framework of the administration implemented

by the tax authority (except for tax inspections and examinations);

receipt of documents through an electronic system — receipt and
confirmation of documents through electronic means subject to mandatory
notification by applying automated management systems, and the
conformity of the original of the confirmed documents with the external
form, i.e. the electronic document shall be certified by the electronic

signature of a relevant official receiving them;

electronic notification of taxpayers — provision of information to

taxpayers through electronic means with regard to documents subject to

18



mandatory notification, which is carried out through sending thereof to the
electronic mail address submitted to the tax authority by the taxpayer, and
in the absence thereof—through posting them on the official website of
public notifications of the Republic of Armenia. The document subject to
mandatory notification—information whereon has been provided through
electronic notification—shall enter into force on the next day after sending
thereof to the electronic mail address or posting them on the official

website of public notifications of the Republic of Armenia.

(Article 4 supplemented, amended and edited by HO-266-N of 21 December
2017, edited and amended by HO-261-N of 23 March 2018, amended and
supplemented by HO-338-N of 21 June 2018)

Article 5. Rules for the use of other definitions in the Code

1. Apart from the definitions prescribed by Article 4 of the Code, other definitions
are used in the Code the sense and meaning whereof are explained in the

relevant sections or chapters of the Code concerning these definitions.

”» 14 ”» 14

2. The definitions of “taxable object”, “object of payment”, “tax base”, “payment
base”, “reporting period” shall be used in legal acts regulating tax relations in
the context and with the meaning indicated in the relevant sections or articles of

the Code concerning these definitions.

3. Definitions used in the Code for the purpose of regulating relations pertaining to
calculation and payment of taxes and fees with regard to the transfer of goods
across the customs border of the Eurasian Economic Union (EAEU) which are not
prescribed by the Code shall be used in the meanings prescribed by the customs
legislation of the EAEU and the laws and other legal acts of the Republic of

Armenia regulating customs relations.

19



4.  Definitions used in the legal acts regulating the field of accounting are used in
the Code in the sense and meaning used in those legal acts unless otherwise

prescribed by the Code.

5.  Definitions used in the legal acts pertaining to the civil, administrative, criminal,
labour, family, land spheres, the use of natural resources and environmental
protection, licensing, notification, authorisation and other special fields shall be
used in the Code within the context and in the meaning used in the legal acts

pertaining to the relevant field unless otherwise prescribed by the Code.

6. Where the explanation to the Foreign Economic Activity Commodity
Nomenclature (hereinafter referred to as the “CN FEA”) prescribed by the
customs legislation of the EAEU used in the Code is different than the
interpretation prescribed by the Code with regard to the relevant CN FEA code,

the interpretation prescribed by the Code shall be applied.

(Article 5 supplemented by HO-266-N of 21 December 2017)

CHAPTER 3

SYSTEM OF TAXES AND PAYMENTS

Article 6. Types of taxes
1. In the Republic of Armenia, the following shall be applicable:
(1) state taxes which are:
a. value added tax (hereinafter also referred to as “VAT”);

b. excise tax;

20



o

profit tax;

d. income tax;

e. environmental tax;

f. road tax;

g.  turnover tax;

h.  patent tax;

local taxes which are:

a. immovable property tax;

b.  vehicle property tax.

2. Taxes not prescribed by points 1 and 2 of part 1 of this Article cannot be defined

in the Republic of Armenia.

(Article 6 amended by HO-266-N of 21 December 2017)

Article 7. Types of fees

1. In the Republic of Armenia, the following shall be applicable:

(1)

state fees which shall be of the following types:
a. state duty;

b.  payment for the use of natural resources;
c.  welfare payment;

d. mandatory payment for granting (extending the validity of) the permit
for the use of radio frequency and the mandatory payment for the use

thereof;

21



e.  mandatory payment for the regulation of public services;
f. pension fee;
(2) local fees which shall be of the following types:
a. local duty;
b. local payment.

(Article 7 supplemented by HO-266-N of 21 December 2017)

Article 8. Taxation systems

1. General and specific taxation systems shall be applicable in the Republic of

Armenia.

2. Within the framework of the general taxation system, organisations, individual
entrepreneurs and notaries shall be taxed, in particular, under VAT and/or profit
tax and under patent tax with respect to types of activities considered to be

patent taxable objects.
3. In specific taxation systems:

(1)  within the framework of the system of turnover tax, organisations shall be
taxed under turnover tax replacing the VAT and/or the profit tax, and
individual entrepreneurs and notaries shall be taxed under profit tax and
turnover tax replacing the VAT, except for types of activities considered to

be patent taxable objects;

(2) within the framework of the system of patent tax with respect to types of
activities considered to be patent taxable objects, organisations shall be
taxed under patent tax replacing the VAT and/or profit tax, and individual

entrepreneurs — under profit tax and patent tax replacing the VAT;

22



(3) within the framework of the system of family entrepreneurship,
organisations and individual entrepreneurs shall be exempt, in particular,
from taxation under VAT and/or profit tax, as well as under turnover tax in
cases prescribed by Chapter 56 of the Code, except for types of activities

considered to be patent taxable objects.

4.  For the organisations, individual entrepreneurs and notaries operating under the
specific taxation systems, other taxes and fees prescribed by the Code with
regard to the relations that are regulated by the Section of the Code on specific
taxation systems (which are not replaced by turnover tax or patent tax or from
which subjects of family entrepreneurship are not exempted) shall be calculated
and paid in the manner prescribed by the Sections of the Code on the relevant
tax or fee unless the relevant Chapters of the Code on specific taxation systems

provide for peculiarities of calculation and payment of such taxes and fees.

(Article 8 supplemented and edited by HO-266-N of 21 December 2017)

Article 9. General conditions for setting taxes and fees

1. Taxes and fees shall be considered to be set only if the following elements have

been set, except for cases prescribed by part 3 of this Article:
(1)  scope of taxpayers;

(2) taxable object;

(3) tax base;

(4) tax rate;

(5) method of calculation of the tax;

(6) procedure and time limits for paying the tax.
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1.

The elements necessary for setting the tax and the payment for the use of natural

resources shall be prescribed by the Code.

The provisions of part 1 of this Article shall not be applied to fees other than the
payment for the use of natural resources prescribed by the Code; relations
pertaining to other fees shall be regulated by the laws of the Republic of Armenia

on fees.

The regulations prescribed by Articles 10-12, 14 and 18 of the Code concerning
the elements for setting of taxes specified in part 1 of this Article shall be

applicable also to the payment for the use of natural resources.

The regulations pertaining to taxes prescribed by Chapters 6-7, 67-72 and 76-80
of the Code that do not concern the elements for setting of taxes specified in

part 1 of this Article shall be applicable to the fees provided for by the Code.

Article 10. Taxable object

Taxable object shall mean any transaction, profit, property, type of activity
(including any action or function) or any other object the existence whereof or
the existence of the right of ownership over which or the exercise of this right in
accordance with the Code entails for the taxpayer the obligation of calculating or

paying the tax.
A separate taxable object shall be prescribed for each tax.

The same taxable object shall be taxed only once under the same tax with the

same taxpayer within the reporting period.

Article 11. Tax base

Tax base is the value, physical or other characteristic of the taxable object.
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2.

1.

2.

A separate tax base and method of calculation thereof shall be prescribed for

each tax.

Article 12. Tax rate

Tax rate is a value (percentage) and/or an invariable which shall be applied to the

tax base for the purpose of determining the tax amount.

A separate tax rate (rates) shall be set for each type of tax.

Article 13. Reporting period

Reporting period shall mean the period of time for which the taxes and/or the
payment for the use of natural resources are calculated and paid, tax calculation
reports (except for import tax declarations, announcement on import of goods
and payment of indirect taxes (or on exemption from indirect taxes or payment
of indirect taxes in a different manner) and export tax declarations) are

submitted and other obligations prescribed by the Code are performed.

The reporting period shall refer only to tax calculation reports and the period of

time shall refer to other tax documents, as well as the deadlines for payment.

Reporting period shall mean the reporting month or the reporting quarter or the
reporting semester or the reporting year, except for the reporting period for the

patent tax prescribed by Article 281 of the Code.

Reporting month shall mean the period comprising the first day through the last
day of any month. Reporting quarter shall mean the period comprising the first
day of January, April, July or October of the year through the last day of March,
June, September or December of the same year respectively. Reporting semester

shall mean the period comprising the first day of January or July of the year
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through the last day of June or December of the same year respectively.
Reporting year or tax year shall mean the period comprising 1 January of the
year through 31 December of the same year. For the purposes of the provisions
of this part, the peculiarities prescribed by parts 5 and 6 of this Article shall be

taken into account.

In the cases of state registration of the organisation (state record-registration in
the cases of separate subdivisions and institutions of an organisation) or state
record-registration of a natural person as an individual entrepreneur or
appointment of a notary, the start of the reporting period shall be the day of
state registration of an organisation (in case of separate subdivisions and
institutions of an organisation, state record-registration) or state record-
registration of a natural person as an individual entrepreneur or the day on

which a notary is appointed.

In case of liquidation of an organisation (in the case of separate subdivisions and
institutions of an organisation, removal from the state record-registration) or
removal of an individual entrepreneur from state record-registration or dismissal
of a notary from his or her position, the end of the reporting period shall be the
day of liquidation of an organisation (in the case of separate subdivisions and
institutions of an organisation, removal from the state record-registration) or
removal of an individual entrepreneur from the state record-registration or the

day of dismissal of a notary from his or her position.

Article 14. Procedure for tax calculation

Tax calculation shall be carried out for each reporting period in accordance with
the procedure prescribed by the Sections or Chapters of the Code on different

types of taxes, except for cases prescribed by the Code.
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Taxpayers shall carry out the tax calculation independently, except for cases

prescribed by parts 3-6 of this Article.

In cases prescribed by the Code, tax calculation shall be carried out by tax

agents.

Calculation of taxes with regard to a joint venture conducted in the manner
prescribed by Chapter 5 of the Code, except for taxes prescribed by part 1 of
Article 32 of the Code, shall be carried out by the participant having assumed the
obligation of calculating and paying the taxes and fees under the contract on
joint activity (hereinafter referred to as the “reporting participant of the joint

activity”), except for cases prescribed by part 6 of this Article.

In cases prescribed by Sections 11 and 12 of the Code, the tax calculation shall be

carried out by the relevant record-keeping bodies.

In cases prescribed by Section 17 of the Code, tax calculation, and in cases
prescribed by Sections 6 and 10 of the Code, the calculation of the advance
payment shall be carried out (or the tax calculation shall be verified) by the tax

authority.

Tax calculation shall be carried out in Armenian dram.

(Article 14 supplemented by HO-266-N of 21 December 2017)

Article 15. Methods of calculation of taxes or fees for the use of natural

resources and record-registration thereof

(Title supplemented by HO-266-N of 21 December 2017)

1.

Taxes or fees for the use of natural resources shall be calculated by the accrual
basis accounting method unless the Code provides that the taxes or fees for the

use of natural resources shall be calculated by cash basis accounting method.
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For the purposes of the Code:

(1)

(2)

accrual basis accounting method shall mean that:

a.

a taxpayer keeps records of the income and expenses from the
moment of obtaining the right to receive the income or from the
moment of recognising the expenses, irrespective of the time of

receiving compensation or making a payment;

a taxpayer keeps records of taxes, fees for the use of natural
resources and the amounts offset (reduced) from taxes from the
moment of arising of tax liability or generation of the amounts offset
(reduced) from taxes, irrespective of the moment of receiving
compensation for the transactions effected by him or her or making
fees to the suppliers or tax or customs authorities with regard to the

offset (reduced) amounts;

cash basis accounting method shall mean that:

a taxpayer keeps records of the income and expenses from the
moment of receiving compensation or making fees, irrespective of the
moment of obtaining the right to receive the income or from the

moment of recognising the expenses;

a taxpayer keeps records of taxes, fees for the use of natural
resources and the amounts offset (reduced) from taxes from the
moment of receiving compensation for the transactions effected by
him or her or making fees to the suppliers or tax or customs
authorities for the offset (reduced) sums, irrespective of the moment
of arising of the tax liability or generation of the sums offset (reduced)

from taxes.

In cases prescribed by this part, taxes and fees for the use of natural resources
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shall be calculated by the method of separated accounting. Separated accounting
method of calculation of taxes or fees for the use of natural resources shall mean

that:

(1) where the taxpayer simultaneously performs more than one type of
activities and where — in accordance with Section 13 of the Code — taxes
for one type of those activities must be calculated in the manner prescribed
for the specific taxation system prescribed by that Section and taxes for one
of the types of activities must — in accordance with the Code — be
calculated in the manner prescribed for the general taxation system
prescribed by the Code, the taxpayer shall maintain separated accounting
of the taxable objects, tax bases, tax amounts, as well as deductions, offset
(reduced) amounts prescribed by the Code that are being formed within the
framework of the specific taxation system and of taxable objects, tax bases,
tax amounts, as well as deductions, offset (reduced) amounts prescribed by
the Code that are being formed within the framework of the general

taxation system;

(2) where a taxpayer concurrently performs more than one type of activities
and where — in accordance with Section 13 of the Code — taxes for one
type of those activities are to be calculated in the manner prescribed for the
specific taxation system prescribed by that Section and taxes for the
remaining types of activities must — in accordance with the Code — be
calculated in the manner prescribed for other specific taxation system
prescribed by the same Section, the taxpayer shall maintain separated
accounting of taxable objects, tax bases, tax amounts, as well as deductions,
offset (reduced) amounts prescribed by the Code that are being formed

within the framework of different specific taxation systems;

(3) where a taxpayer concurrently performs types of activities or transactions

subject or not subject to taxation, the taxpayer shall maintain separated
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accounting of taxable objects, tax bases, as well as deductions, offset
(reduced) amounts prescribed by the Code with regard to types of activities
or transactions that are not subject to taxation and of taxable objects, tax
bases, as well as deductions, offset (reduced) amounts prescribed by the

Code with regard to types of activities or transactions subject to taxation;

where a taxpayer at the same time receives [from different sources| income
both subject and not subject to taxation, the taxpayer shall maintain
separated accounting of income not subject to taxation and deductions
directly related to receiving thereof and of income subject to taxation and

deductions directly related to receiving thereof;

where a taxpayer concurrently receives elements (income) not considered
to be income for the purpose of taxation and those considered to be income
for the purpose of taxation, the taxpayer shall maintain separated
accounting of the elements (income) not considered to be income for the
purpose of taxation and deductions directly related to receipt thereof, and
of elements (income) considered to be income for the purpose of taxation

and deductions directly related to receipt thereof;

where a taxpayer concurrently performs types of activities or transactions
subject to taxation at basic and differentiated rates of the same tax, the
taxpayer shall maintain separated accounting of the taxable objects and tax

bases with regard to those types of activities or transactions;

where a taxpayer performs transactions (operations) involving such taxable
objects and/or tax bases which can be revised or adjusted in cases
prescribed by the Code, the taxpayer shall maintain separated accounting
of the taxable objects and/or tax bases formed with regard to these

transactions (operations);
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(8)

where a taxpayer is considered to be a reporting participant or a
participant of a joint venture conducted as prescribed by Chapter 5 of the
Code, the taxpayer shall maintain separated accounting of taxable objects,
tax bases, tax amounts, as well as deductions, offset (reduced) amounts
prescribed by the Code with regard to his activity other than joint activity
and of taxable objects, tax bases, tax amounts, as well as deductions, offset
(reduced) amounts prescribed by the Code formed with regard to the joint

activity;

where a non-resident organisation or a non-resident natural person of the
Republic of Armenia has a record-registered permanent establishment in
the Republic of Armenia, the non-resident organisation or the non-resident
natural person shall be obliged to maintain separated accounting of the
taxable objects, tax bases, tax amounts, as well as deductions and offset
(reduced) amounts prescribed by the Code with regard to the record-
registered permanent establishment of the non-resident organisation
located in the Republic of Armenia or the non-resident natural person

residing in the Republic of Armenia.

Where it is impossible to maintain the separated accounting prescribed by points

1-8 of part 2 of this Article, in cases prescribed by points 1-8 of part 2 of this

Article, taxable objects, tax bases, tax amounts, as well as deductions and offset

(reduced) amounts prescribed by the Code (for the part with regard to which

separated accounting cannot be maintained) shall be calculated by the weighted

average method, taking as a basis:

(1)

in the case prescribed by point 1 of part 2 of this Article, the portion of the
taxable objects, tax bases, tax amounts, as well as deductions, offset
(reduced) amounts prescribed by the Code that are attributed to the types
of activity included in the general taxation system respectively in the

structure of the taxpayer’s objects of general taxation, general tax bases, as
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well as general deductions or general offset (reduced) amounts prescribed

by the Code;

in the case prescribed by point 2 of part 2 of this Article, the portion of the
taxable objects, tax bases, tax amounts, as well as deductions, offset
(reduced) amounts prescribed by the Code that are attributed to the types
of activity included in the special taxation system respectively in the
structure of the taxpayer’s objects of general taxation, general tax bases, as
well as general deductions or general offset (reduced) amounts prescribed

by the Code;

in the case prescribed by point 3 of part 2 of this Article, the portion of
taxable objects, tax bases, as well as deductions and offset (reduced)
amounts prescribed by the Code that are attributed to the types of activity
or transactions subject to taxation, respectively, in the structure of the
taxpayer’s objects of general taxation, general tax bases, as well as general

deductions or general offset (reduced) amounts prescribed by the Code;

in the case prescribed by point 4 of part 2 of this Article, the portion of

income subject to taxation in the structure of the taxpayer’s total income;

in the case prescribed by point 5 of part 2 of this Article, the portion of the
elements (income) considered to be income for the purpose of taxation in

the structure of the taxpayer’s total income;

in the case prescribed by point 6 of part 2 of this Article, the portion of
taxable objects or tax bases that are attributed to a type of activity or a
transaction subject to taxation at the rate other than basic tax rate in the
structure of the taxpayer’s general taxable objects or general tax bases

respectively;

in the case prescribed by point 7 of part 2 of this Article, the portion of

taxable objects or tax bases with regard to the transactions (operations)
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mentioned in that point, respectively in the structure of taxpayer’s general

taxable objects or general tax bases;

(8) in the case prescribed by point 8 of part 2 of this Article, the portion of
taxable objects, tax bases, as well as deductions or offset (reduced) amounts
prescribed by the Code with regard to the activity other than joint activity,
respectively, in the structure of the taxpayer’s general taxable objects,
general tax bases, as well as general deductions or general offset (reduced)

amounts prescribed by the Code.

For the purposes of this Article, it shall be held that it is impossible to maintain
separated accounting where taxable objects or tax bases or tax amounts or
income, or the deductions or offset (reduced) amounts pertaining to generation
of income that are prescribed by the Code cannot be directly attributed to the
following that are subject to taxation, not subject to taxation, subject to taxation

in different taxation systems, subject to taxation at differentiated rates:

(1)  a specific transaction or
(2) a specific type of activity or
(3) a specific type of income.

Where it is possible to maintain separated accounting prescribed by points 1-8 of
part 2 of this Article but the taxpayer has failed to ensure it, the tax authority
shall be entitled to determine the taxable objects or tax bases or tax amounts or
income, or deductions or offset (reduced) amounts pertaining to generation of
income that are prescribed by the Code by applying the relevant weighted

average method prescribed by points 1-8 of part 3 of this Article.

The peculiarities of application of the method of separated accounting prescribed
by part 2 of this Article and the weighted average method prescribed by part 3 of
this Article are prescribed by Sections on separate types of taxes in the special

part of the Code.
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7. In cases prescribed by Sections of the Code on separate types of taxes, the
accounting, serving as a basis for the calculation of taxes or tax bases, shall be
maintained based on the provisions of the laws and other legal acts regulating
accounting and financial statements unless the Code provides for other

peculiarities of their application.

8. As regards considering the income received by a natural person considered to
be an individual entrepreneur or a notary, as income of an individual
entrepreneur or a notary or of the given natural person, the fact of the
transaction party acting as an individual entrepreneur or a notary or a natural

person shall be taken into account.

(Article 15 supplemented and amended by HO-266-N of 21 December 2017)

Article 16. Rules of accounting of transactions and operations

denominated in foreign currency

1. Within the scope of transactions and operations denominated in foreign

currency:

(1) tax bases formed with regard to transactions relating to the import or

export of goods and original costs of goods shall be determined:

a. in case of operations relating to import of goods from states that are
not members of the EAEU or export of goods to states that are not
members of the EAEU, as of the date of registration of the customs
declaration for the import or export of goods respectively (irrespective
of the fact of submitting afterwards the verified customs declaration
for the import of goods or the verified customs declaration for the
export of goods as prescribed by the EAEU uniform customs

legislation with regard to these operations) based on the average

34



market exchange rate announced by the Central Bank of the Republic

of Armenia as of that day;

b. in case of operations relating to import of goods from the EAEU
member states or export of goods to the EAEU member states, as of
the date of the tax declaration for the import of goods or export of
goods respectively (irrespective of the fact of submitting afterwards
the verified customs declaration for the import of goods or the verified
customs declaration for the export of goods with regard to these
transactions) based on the average market exchange rate announced by

the Central Bank of the Republic of Armenia as of that day;

in case of transactions involving supply of goods, performance of work or
rendering of services concluded between a resident organisation or a
resident natural person of the Republic of Armenia and a non-resident
organisation or a non-resident natural person of the Republic of Armenia
(except for the permanent establishment record-registered in the Republic
of Armenia of a non-resident organisation or a non-resident natural person)
within the territory of the Republic of Armenia, as well as in cases where
the obligation for calculating and paying the value added tax with regard to
the transaction involving supply of goods, performance of work or
rendering of services carried out by a non-resident organisation having no
permanent establishment record-registered in the Republic of Armenia or
by a non-resident natural person having no permanent establishment
record-registered in the Republic of Armenia shall be undertaken — in
accordance with Section 4 of the Code — by a resident organisation or a
resident natural person of the Republic of Armenia or the permanent
establishment record-registered in the Republic of Armenia of the non-
resident organisation or the non-resident natural person who is considered

to be a party to the transaction, the formed tax bases and original costs
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shall be determined as of the date of issuance of the relevant settlement
document based on the average market exchange rate announced by the

Central Bank of the Republic of Armenia;

(3) tax amount of the taxable income paid by a tax agent shall be calculated as
of the date of payment of that income, based on the average market
exchange rate announced by the Central Bank of the Republic of Armenia

as of that day;

(4) in the cases not referred to in points 1-3 of this part, the tax bases being
formed and the original costs of goods shall be determined as of the date of
issue of the relevant settlement document, and in case of absence of a
settlement document—as of the date of drawing up of other documents
related to a transaction or operation as prescribed by the legislation, based
on the average market exchange rate announced by the Central Bank of the

Republic of Armenia as of that day.

2. For the purposes of this Article, the average exchange rate announced by the
Central Bank of the Republic of Armenia by 16:00 of the given day shall serve as
a basis for determining the average market exchange rate announced by the

Central Bank of the Republic of Armenia on the given day.

(Article 16 supplemented by HO-266-N of 21 December 2017, HO-338-N of
21 June 2018)

Article 17. Rules of accounting of in-kind transactions and operations

1. Tax bases and original costs of assets formed as related to in-kind (non-monetary)
transactions and operations shall be determined based on free (market) prices as

prescribed by the Government.

(Article 17 amended by HO-261-N of 23 March 2018)
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Article 18. Procedure and time limits for paying taxes

Taxes shall be paid upon the end of the reporting period (and in cases
prescribed by the Code, also by way of advance payment prior to the end of the
reporting period), except for the patent tax prescribed by Chapter 57 of the

Code which shall be paid prior to the start of the reporting period.

Time limits for paying taxes (including advance fees) shall be prescribed by the

special part of the Code, separately for each tax type.

Taxes (including advance fees), fines and/or penalties shall be paid through the

payment and settlement system in the Armenian dram.

Taxes (including advance fees), fines and/or penalties shall be considered to be
paid on the day of transfer of the sum to the unified treasury account by the
Central Bank of the Republic of Armenia on the basis of the payment order

issued by the bank servicing the payer.
For the purpose of satisfying tax liabilities through the uniform account:
(1) taxpayers shall make the payment of the tax to the uniform account;

(2) no notes concerning the purpose of the payment shall be made in the tax
payment order and where notes are made, they shall not be considered by

the tax authority.

Where errors are detected while making the tax payment, the following rules

shall be applicable:

(1) for the identification of the payment as per a taxpayer, the taxpayer
identification number shall be of primary importance, then the public
services number, and where it is not available, the copy of the statement on
non-availability of the public services number issued by the authorised

body;
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(2) where the payer has mistakenly mentioned another person as a taxpayer in
the payment order, as a result of which the tax liability of another person
has been satisfied, the tax liability of the other person shall be considered
to be satisfied and the sum shall not be returned to the taxpayer. Should
this happen, the payer shall acquire the right to a civil and legal demand

over the other person.

Article 19. Tax benefits

The following types of tax benefits can be prescribed by the Code or the laws of

the Republic of Armenia:

(1) exemption from taxes;

(2) reduction of the taxable object;
(3) reduction of tax base;

(4) reduction of tax rate;

(5) reduction of tax;

(6) deferral of tax payment;

(7) exemption from, reduction of fines and penalties prescribed by the Code
calculated for the violation of the provisions of the Code, as well as deferral

of payment thereof.

The types of tax benefits prescribed by part 1 of this Article shall be applicable

also to the payment for the use of natural resources.

Tax benefits shall be prescribed solely by the Code or the laws of the Republic of

Armenia.

The taxpayer may submit to the tax authority a statement in the form approved

by the tax authority and waive the right to tax benefits, except for cases
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prescribed by part 6 of this Article. Should the statement prescribed by this part

be submitted:

(1) the tax benefit shall terminate with regard to the taxable object formed

following the day of submitting the statement;

(2) transactions, operations performed following the day of submitting the
statement shall — for the purposes of the Code — be considered to be

transactions, operations subject to taxation;

(3) the taxpayer may not withdraw the statement on waiving the right to tax
benefit prior to the end of the tax year following the tax year including the

day of submitting the statement;

(4) tax benefit which has not been used by the taxpayer shall not be transferred

to next reporting periods for the purpose of reducing future tax liabilities;

(5) waiving the right to tax benefits shall not free the taxpayer from application
against him or her of the sanctions prescribed for violation of provisions of

legal acts regulating tax relations.

5.  For organisations, individual entrepreneurs and notaries operating in special
taxation systems, for the relations regulated by the Section of the Code on
special taxation systems, the tax benefits with regard to VAT and profit tax
prescribed by the Code shall be suspended, except for tax benefits prescribed

with regard to VAT for operations of import of goods to the Republic of Armenia.

6. The provisions of part 4 of this Article shall not extend to the cases of submitting
written statement on early termination of the time limit deferral for the payment
of VAT amounts (or a part thereof) prescribed by part 4 of Article 79 of the
Code.

(Article 19 supplemented by HO-266-N of 21 December 2017)
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1.

Article 20. Exclusion of Double Taxation

Profit taxable objects and income tax received or to be received outside the
Republic of Armenia by resident organisations of the Republic of Armenia and
resident natural persons of the Republic of Armenia shall be included in the
taxable object under the relevant tax type of these organisations and natural
persons and shall be subject to taxation in the Republic of Armenia as prescribed

by the Code, unless otherwise prescribed by the Code.

For the purpose of taxation of resident organisations of the Republic of Armenia
and resident natural persons of the Republic of Armenia, the tax amounts
calculated for taxable objects determined as prescribed by part 1 of this Article
shall be reduced in the amount of the sums of the relevant taxes which have

been collected in foreign states in accordance with the legislation of those states.

Amounts of taxes shall be reduced as prescribed by part 2 of this Article in amounts
not exceeding the amounts of the relevant taxes calculated for taxable objects

formed in foreign states in the manner and at the rates prescribed by the Code.

Where the amount of the profit tax or the income tax subject to reduction in
accordance with part 3 of this Article exceeds the profit tax or the income tax liability
respectively for the given reporting year, the amounts of taxes in excess shall —
with regard to the relevant tax type — be subject to reduction from the liabilities

of the following reporting years of the organisation or the natural person.
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SECTION 2
TAXPAYERS (TAX AGENTS) AND TAX AUTHORITY

(Title amended by HO-261-N of 23 March 2018)

CHAPTER 4

ORGANISATIONS AND NATURAL PERSONS

Article 21. Organisation
1. For the purposes of the Code, organisations shall include:

(1) the Republic of Armenia represented by state authorities communities of
the Republic of Armenia represented by the community administration
institutions, the Central Bank of the Republic of Armenia, legal persons
having obtained state registration in the Republic of Armenia, institutions

record-registered in the Republic of Armenia;
(2) organisations registered in a foreign state;
(3) international organisations;

(4) permanent establishments prescribed by Article 27 of the Code,
irrespective of the fact of being record-registered with the tax authority as a

taxpayer in the manner prescribed by Chapter 58 of the Code;
(5) investment funds.

(Article 21 amended by HO-261-N of 23 March 2018)
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Article 22. Resident and non-resident organisations

of the Republic of Armenia

1. A resident organisation of the Republic of Armenia (hereinafter referred to as
“resident organisation”) shall mean the organisation which is located in the

Republic of Armenia.

2. A non-resident organisation of the Republic of Armenia (hereinafter referred to
as “non-resident organisation”) shall mean the organisation which — pursuant to

part 1 of this Article — is not considered a resident organisation.

Article 23. Location of the organisation

1. Location of an organisation shall mean the place of state registration of the

organisation (in case of an institution, the place of state record-registration).

2. Location of the investment fund registered as prescribed by the legislation of the

Republic of Armenia shall mean the location of the manager of the fund.

Article 24. Natural person
1. For the purposes of the Code, natural persons shall include:
(1)  citizens of the Republic of Armenia;
(2) foreign citizens;
(3) stateless persons.
2. For the purposes of the Code, natural persons shall include also:
(1) individual entrepreneurs;

(2) notaries.
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3.  For the purposes of the Code, a dual citizen of the Republic of Armenia shall be

recognised only as a citizen of the Republic of Armenia.

Article 25. Resident and non-resident natural persons

of the Republic of Armenia

1. Resident natural persons of the Republic of Armenia (hereinafter referred to as
“resident natural persons”) shall mean the natural persons whose actual

presence in the Republic of Armenia extends for 183 or more days.

2.  For the purposes of this Article, full days of actual presence in the Republic of
Armenia shall include also the day of arrival in the Republic of Armenia and the
day of departure from the Republic of Armenia, irrespective the number of

hours of actual stay of the natural person in the Republic of Armenia.
3. Resident natural persons shall also include:

(1) natural persons the centre of vital interests whereof is located in the
Republic of Armenia. For the purposes of this point, the centre of vital
interests shall be the place wherein the person’s family and economic
interests are concentrated. In particular, the centre of vital interests of a
natural person shall be considered to be located in the Republic of Armenia
where his or her house or apartment, family, the principal place of

professional or other activities is located in the Republic of Armenia;

(2) natural persons engaged in state service in the Republic of Armenia and

temporarily working outside the territory of the Republic of Armenia.

4. Non-resident natural persons of the Republic of Armenia (hereinafter referred to
as “non-resident natural persons”) shall mean the natural persons who —

pursuant to parts 1 and 3 of this Article — are not resident natural persons.
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For the purposes of the Code, where the natural person — pursuant to parts 1
and/or 3 of this Article — is considered to be a resident as of one of the days of
the tax year, this natural person shall be considered to be a resident for the

whole tax year.

Article 26. Place of residence of the natural person

For the purposes of the Code, the place of residence of a natural person shall be
the place where the natural person is record-registered as prescribed by the
legislation (including, as an individual entrepreneur or a notary) and in case of
absence of a place of record-registration, the place of residence of a natural

person shall be the actual place of residence of the natural person.

Article 27. Permanent establishment of a non-resident organisation or a

non-resident natural person

Permanent establishment of a non-resident organisation or of a non-resident
natural person in the Republic of Armenia (hereinafter referred to as
“the permanent establishment”) shall be one of the places of business in the
Republic of Armenia mentioned in this part, record-registered with the tax
authority as a taxpayer as prescribed by Chapter 58 of the Code through which
the non-resident organisation or the non-resident natural person conducts
entrepreneurial activity, irrespective of the period of performance of the activity,

except for the case prescribed by part 3 of this Article:

(1) any place of production, processing, consolidation, re-packaging, packaging

and/or supply of goods;

(2) any place of management;
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any place of geological investigation of the subsurface, exploration,
preparatory works for extraction of mineral resources and/or extraction of
mineral resources and/or performance of works, provision of supervision
and/or monitoring services over exploration and/or extraction of mineral

resources;

any place of conduct of the activity related to the installation, adaptation
and exploitation of gaming machines, computer networks and
communication channels, amusement rides, as well as related to transport

or other infrastructure;

place of sale of goods in the territory of the Republic of Armenia, unless

otherwise prescribed by part 3 of this Article;

any place of performance of construction activities and/or construction and
installation works, as well as of provision of supervision services over

performance of these works;

location of the representative office or the branch office, except for the
representative office which exclusively performs the activity prescribed by

part 4 of this Article;

location of an organisation or a natural person carrying out brokerage
activities in the Republic of Armenia on behalf of a non-resident
organisation or a non resident natural person in accordance with the Law

of the Republic of Armenia “On insurance and insurance activities”;

according to Chapter 5 of the Code or pursuant to legislation of a foreign
state, location of the reporting participant of the joint activity performed
within the framework of the contract on joint activity concluded with a non-
resident organisation or a non-resident natural person where this joint

activity is carried out in the territory of the Republic of Armenia.
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In the case of performance of works and/or provision of services in the territory
of the Republic of Armenia not mentioned in part 1 of this Article a permanent
establishment shall be the place where the works are performed and/or the
services are provided by employees and/or other staff hired by a non-resident
organisation or a non-resident natural person where such activities are carried
out in the territory of the Republic of Armenia for at least 183 calendar days in a
tax year, starting from the day of commencement of the entrepreneurial activity

within the framework of one or more related projects.

For the purposes of this Article, related projects shall be those the contracts on

which are considered to be interconnected or interdependent.

Related contracts shall mean the contracts which meet all of the following

conditions:

(1) under these contracts, the same works are performed for the same tax
agent or an organisation or a natural person related thereto or the same
services are provided to the same tax agent or an organisation or a natural
person related thereto by a non-resident organisation or a non-resident

natural person or by an organisation or a natural person related thereto;

2) the period between the day of completion of performance of works and/or
p y p p
provision of services prescribed by one contract and the day of entering the

other contract does not exceed the uninterrupted period of twelve months.

Interdependent contracts shall mean the contracts which have been
concluded between a non-resident organisation or a non-resident natural
person or an organisation or a natural person related thereto and the tax
agent or an organisation or a natural person related thereto in which case
non-performance of obligations by the non-resident organisation or the
non-resident natural person or the organisation or the natural person

related thereto shall affect the implementation of other contracts by given
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non-resident organisation or non-resident natural person or the

organisation or the natural person related thereto.

3. In case of sale of goods at exhibitions and fairs organised in the territory of the
Republic of Armenia, a non-resident organisation or a non-resident natural
person shall create a permanent establishment in the Republic of Armenia if the

activity is carried out for more than thirty days.

4.  Performance of preparatory and/or support activities carried out by a non-
resident organisation or a non-resident natural person in the territory of the
Republic of Armenia other than the principal activities of a non-resident
organisation or a non-resident natural person shall not lead to creation of a
permanent establishment if the activities are carried out for a period of less than
three years. Moreover, preparatory and/or support activities must be carried out
directly for the given non-resident organisation or the non-resident natural
person and not for another organisation or a natural person. Preparatory and/or

support activities shall include:

(1) utilisation of any place located in the Republic of Armenia exclusively for
the storage and/or exhibition of the goods belonging to the non-resident

organisation or the non-resident natural person;

(2) only purchase of goods at the permanent place of activity which does not

involve their sale;

(3) only collection, processing and/or dissemination of information,
advertisement or research of the market for goods, works and services at
the permanent place of activity which shall be carried out by the non-
resident if this activity does not constitute the principal activity carried out

by this non-resident.

5. Notwithstanding the provisions of parts 1 and 2 of this Article, where a non-

resident organisation or a non-resident natural person carries out
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entrepreneurial activity in the territory of the Republic of Armenia through the
organisation or the natural person considered to be a dependent agent, it shall
be then considered that the non-resident organisation or the non-resident
natural person has a permanent establishment in the territory of the Republic of
Armenia with regard to any activity which the dependent agent carries out for
that non-resident organisation or non-resident natural person. For the purposes
of this Article, a dependent agent shall be the organisation or the natural person

who meets all of the following conditions:

(1) it is authorised — based on the contractual arrangements — to represent
the interests of the non-resident organisation or the non-resident natural
person in the Republic of Armenia, act on behalf and at the expense of the
non-resident organisation or the non-resident natural person, act and/or

carry out certain legal actions;

(2) the activity mentioned in point 1 of this part is not carried out within the
scope of the activity of customs representative, specialised participant in
securities market and other brokerage activities (except for insurance

broker’s activity);

(3) its activity is not limited by the types of activities prescribed by part 4 of this

Article.

Unless otherwise prescribed by part 7 of this Article, a non-resident organisation
or a non-resident natural person which renders services of providing foreign
labour force to an organisation or a natural person carrying out its activity in the
territory of the Republic of Armenia, including to a non-resident organisation or
a non-resident natural person conducting activities through the permanent
establishment, no permanent establishment shall be created in the territory of

the Republic of Armenia with regard to these services where:
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(1)  the labour force acts on behalf and in the interests of the organisation or
the natural person carrying out its activity in the territory of the Republic of

Armenia;

(2) the non-resident organisation or the non-resident natural person rendering
services of providing foreign labour force does not bear responsibility for

the results of the work performed by the labour force.

Where the activity carried out by a non-resident organisation or a non-resident
natural person in the Republic of Armenia has the characteristics of a permanent
establishment prescribed by this Article, that non-resident organisation or non-
resident natural person shall be record-registered with the tax authority as a
taxpayer as prescribed by Chapter 58 of the Code. Where the activity carried out
by the non-resident organisation or the non-resident natural person leads to
formation of two or more permanent establishments which — pursuant to this
Article and Chapter 58 of the Code — must be record-registered with the tax
authority, only one of the permanent establishments shall be subject to record-
registration. The non-resident organisation or the non-resident natural person
may — as a taxpayer and as prescribed by Chapter 58 of the Code — be record-
registered with the tax authority also in the cases where the activity carried out
thereby in the Republic of Armenia is not yet characterised as a permanent as

establishment prescribed by this Article.

Where the activity carried out by a non-resident organisation or a non-resident
natural person in the Republic of Armenia is characterised as a permanent
establishment as prescribed by this Article but that non-resident organisation or
the non-resident natural person has not been record-registered with the tax
authority as a taxpayer as prescribed by Chapter 58 of the Code, the tax and fees
calculation and payment regulations that are applicable with regard to a non-
resident organisation having no permanent establishment or a non-resident
natural person having no permanent establishment shall be applicable with

regard to that non-resident organisation or the non-resident natural person.
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10.

Where a non-resident organisation or a non-resident natural person carries out

an activity within the framework of a contract on joint activity in the territory of

the Republic of Armenia, the activity of each of the parties to that contract shall

lead to the formation of a permanent establishment in accordance with the

provisions of this Article.

For the purposes of this Article, the start of performance of the activity of a non-

resident organisation or a non-resident natural person in the territory of the

Republic of Armenia shall be considered:

(1)

the day of occurrence of any of the following:

conclusion of the contract on supply of goods, performance of works
and/or provision of services in the territory of the Republic of

Armenia;

obtaining a permit to perform actions on their behalf in the territory

of the Republic of Armenia;

procurement of goods in the territory of the Republic of Armenia or
import of goods into the territory of the Republic of Armenia for the

purpose of sales;

supply of goods, performance of works and provision of services in
the territory of the Republic of Armenia within the scope of the

contract on joint venture;

procurement of works, services for the purpose of performing works

and providing services in the territory of the Republic of Armenia;

the day of conclusion of the first employment or civil and legal contract with
the natural person in the territory of the Republic of Armenia or the day of
arrival of the employee in the Republic of Armenia for the purpose of

fulfilment of the conditions specified in the contracts prescribed by point 1
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of this part. Moreover, the day of commencement of performance of the
activity by the non-resident organisation or the non-resident natural person
in the territory of the Republic of Armenia cannot be earlier than any of

time limits prescribed by sub-points (a)-(e) of point 1 of this part;

(3) the day of entry into force of the document confirming the right of the non-
resident organisation or the non-resident natural person to perform the

types of activity specified in points 3 and 4 of part 1 of this Article.

Upon presence of some of the conditions prescribed by this Article, the day
of commencement of performance of the activity within the territory of the

Republic of Armenia shall be the earliest time limit specified in this Article.

(Article 27 supplemented and amended by HO-266-N of 21 December 2017)

Article 28. Official of the taxpayer (tax agent)

1. For the purposes of the Code, an official of a taxpayer (tax agent) shall be the
natural person who — by virtue of law or upon the authorisation issued by a
taxpayer (tax agent) in the form prescribed by the tax authority — is authorised
to represent the taxpayer (tax agent) in the tax authority, except for cases

prescribed by this Article.

2.  The investment fund manager shall act on behalf of that investment fund in all

relations related to the fund’s activities as a taxpayer (except for the pension fund).

3. Persons holding state or community positions prescribed by the Law of the

Republic of Armenia “On public service” cannot act as officials of the taxpayer.
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Article 29. Tax agent

1. Tax agent shall be the organisation, individual entrepreneur or notary, record-
registered as taxpayer in the tax authority as prescribed by Chapter 58 of the
Code, making income fees (disbursements or in-kind provision) to the taxpayers
which — in accordance with the Code — shall be obliged to calculate, withhold
(collect) and pay to budget of the Republic of Armenia the taxes or fees from the
income of the taxpayers while making income fees (disbursements or in-kind
provision) to them. For the purposes of this part, income fees (disbursements or

in-kind provision) from the tax agent to the taxpayer shall include also:

(1)  income payment (disbursement or in-kind provision) made by the tax agent

to the person specified by the taxpayer who receives income;

(2) income payment (disbursement or in-kind provision) made by a person

specified by the tax agent to the taxpayer who receives income.

2. Where pursuant to the international agreement ratified by the Republic of
Armenia, the organisation is exempt from the obligation to calculate, withhold
(collect) and pay to budget of the Republic of Armenia the taxes or fees from the
income of the taxpayers, while making income fees (disbursements or in-kind
provision) to them, this organisation can submit to the tax authority a statement
in the form prescribed by the tax authority and act as a tax agent on a voluntary
basis. In this case the calculation, withholding (collection) of the tax and payment
thereof to the budget of the Republic of Armenia by the tax agent for the first
time shall be carried out for the relevant reporting period including the day of

submitting the statement.

3.  For failure to perform or improper performance of their obligations, tax agents

shall be held liable as prescribed by the Code.

(Article 29 supplemented by HO-338-N of 21 June 2018)
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Article 30. Related organisations and/or natural persons

For the purposes of the Code, organisations and/or natural persons shall be

considered to be related where:

(1) 20 per cent and more of the equity shares (stock, share) of the authorised
(share) capital of the resident commercial organisation belongs to another

resident commercial organisation, an individual entrepreneur or a notary;

(2) 20 per cent and more of the equity shares (stock, share) of the authorised
(share) capital of the resident commercial organisation belongs to the
natural person who is not an individual entrepreneur and to whom also
belongs 20 per cent and more of the equity shares (stock, share) of the

authorised (share) capital of another resident commercial organisation.

Irrespective of the presence of the conditions specified in part 1 of this Article,
organisations and/or natural persons shall be considered to be related where
according to the information received from a third person (including from a state
body) as defined in Chapter 70 of the Code or obtained as a result of operational
and intelligence activities, organisations and/or natural persons — on grounds of
acting in consent for common economic interests — are recognised as related
upon the decision of the head of the tax authority as prescribed by the tax
authority. For the purposes of this part, when recognising taxpayers as related,

the following circumstances, in particular, shall be taken into account:

(1)  volume and frequency of transactions carried out between them;

(2) sale prices and trade mark-ups of the goods purchased from one another;
(3) share in any commodity market.

For the purposes of transfer price formation rules prescribed by Chapter 73 of
the Code, additional regulations for recognising organisations and natural

persons as related shall be prescribed by that Chapter.
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CHAPTER 5

PARTICIPANTS OF JOINT ACTIVITY

Article 31. Contract on joint activity

Organisations and individual entrepreneurs shall be entitled to carry out joint
activity without establishing a new legal entity within the framework of the

contract on joint activity prescribed by the Civil Code of the Republic of Armenia.

Article 32. Participants of joint activity and the reporting participant

The obligation of calculating and paying the taxes with regard to the joint activity
(except for the income tax and profit tax, patent tax, environmental tax and local
taxes withheld by the tax agent), fees (except for the payment for the use of
natural resources, social payment and local fees), advance fees shall be

performed by the reporting participant of the joint activity.

Crediting of taxes in cases and in the manner prescribed by the Code with
regard to the joint activity shall be made to the unified account of the reporting

participant.

Reporting participant of a joint activity shall mean the participant of the joint

activity which has the characteristics specified in this part, according to priority:

(1) it is considered to be a resident organisation or an individual entrepreneur
producing and/or importing goods subject to taxation under excise tax.
Where there are more than one resident organisations or individual
entrepreneurs among the participants of the joint activity which produce
and/or import goods subject to taxation under excise tax, the resident

organisation or the individual entrepreneur having the largest investment in
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the joint activity at the time of concluding the contract on joint activity shall

be considered to be the reporting participant of the joint activity;

it is considered to be a resident organisation or an individual entrepreneur
producing and/or importing goods subject to stamping. Where there are
more than one resident organisations or individual entrepreneurs among
the participants of the joint activity which produce and/or import goods
subject to compulsory stamping, the resident organisation or the individual
entrepreneur having the largest investment in the joint activity at the time
of concluding the contract on joint activity shall be considered to be the

reporting participant of the joint activity;

it is considered to be a resident organisation or an individual entrepreneur
and has a notice or permit to engage in any of the types of activities carried
out within the framework of the joint activity. Where there are more than
one resident organisations or individual entrepreneurs among the
participants of the joint activity which have a notice or permit to engage in
any of the types of activities carried out within the framework of the joint
activity, the resident organisation or the individual entrepreneur having the
largest investment in the joint activity at the time of concluding the contract
on joint activity shall be considered to be the reporting participant of the

joint activity;

it is considered to be a resident organisation paying a value added tax.
Where there are more than one resident organisations among the
participants of the joint activity which are payers of a value added tax, the
resident organisation considered to be a value added tax payer and having
the largest investment in the joint activity at the time of concluding the
contract on joint activity shall be considered to be the reporting participant

of the joint activity;
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it is considered to be a resident individual entrepreneur paying a value
added tax. Where there are more than one resident individual
entrepreneurs among the participants of the joint activity which are payers
of a value added tax, the resident individual entrepreneur considered to be
a value added tax payer and having the largest investment in the joint
activity at the time of concluding the contract on joint activity shall be

considered to be the reporting participant of the joint activity;

it is considered to be a resident organisation. Where there are more than
one resident organisations among the participants of the joint activity, the
resident organisation having the largest investment in the joint activity at
the time of concluding the contract on joint activity shall be considered to

be the reporting participant of the joint activity;

it is considered to be a resident individual entrepreneur. Where there are
more than one resident individual entrepreneurs among the participants of
the joint activity, the resident individual entrepreneur having the largest
investment in the joint activity at the time of concluding the contract on
joint activity shall be considered to be the reporting participant of the joint

activity.

In cases prescribed by points 1-7 of part 3 of this Article, where at the time of

concluding the contract on joint activity there are more than one participants

having the largest investment in the joint activity among the participants of the

joint activity (in case of two participants — two participants having equal

investment), the reporting participant of the joint activity shall be determined by

participants based on mutual consent.

In case of alterations in the composition of the participants of a joint activity

and/or changes in the investments made by the participants of the joint activity in

the course of the joint activity, the reporting participant of the joint activity shall

not change, except for cases prescribed by part 8 of this Article.
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An organisation or an individual entrepreneur may be a reporting participant of

the joint activity only under one contract on joint activity.

The reporting participant of the joint activity shall — prior to the performance of
the first transaction within the framework of the joint activity — be obliged to
submit to the tax authority a statement in the form prescribed by the tax
authority on acting as the reporting participant of the joint activity (with a note on
the consent of other participants of the joint activity), by enclosing a copy of the
contract on joint activity. Upon receipt of the statement mentioned in this part,
the tax authority shall, within five working days, find out whether the conditions
prescribed by parts 3 and 4 of this Article for acting as the reporting participant
of the joint activity are met and accordingly accept the statement or send it back
to the person submitting it, stating in writing the grounds for rejecting the
acceptance of the statement. Where the tax authority accepts the statement, the
question of admission of the statement cannot be further reconsidered, even if it
becomes clear that one of the conditions prescribed by parts 3 and 4 of this
Article has not been met. Where the statement is not returned to the person
having submitted it within five working days upon receipt of the statement by the
tax authority, the statement shall be considered to be accepted by the tax

authority from the day following the receipt thereof.

Where the reporting participant of the joint activity ceases to be considered to be
a party to the joint activity, a new reporting participant of the joint activity shall
be elected in accordance with this Article, and a relevant statement with regard
to this shall be submitted to the tax authority within five working days following
the election in accordance with part 7 of this Article, by enclosing a copy of the
contract on joint activity. Upon receipt of the statement mentioned in this part,
the tax authority shall, within five working days, find out whether the conditions
prescribed by parts 3 and 4 of this Article for acting as the reporting participant

of the joint activity are met and accordingly accept the statement or send it back
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to the person having submitted it, by stating in writing the grounds for rejecting
the acceptance of the statement. Should the tax authority accept the statement,
the question of admission of the statement cannot be further reconsidered, even
if it becomes clear that one of the conditions prescribed by parts 3 and 4 of this
Article has not been met. Where the statement is not returned to the person
having submitted it within five working days upon receipt of the statement by the
tax authority, the statement shall be considered to be accepted by the tax

authority from the day following the receipt thereof.

In case of termination of the contract on joint activity as prescribed by the
legislation, the reporting participant of the joint activity shall be obliged to, within
five working days, submit to the tax authority a statement in the form prescribed

by the tax authority.

CHAPTER 6

OBLIGATIONS AND RIGHTS OF TAXPAYERS (TAX AGENTS)
AND THEIR OFFICIALS

Article 33. Obligations of taxpayers (tax agents) and their officials
A taxpayer (tax agent) and the official thereof shall be obliged to:

(1) unless otherwise prescribed by the Code, calculate independently and
discharge tax liabilities in the manner and terms prescribed by the Code
and the laws of the Republic of Armenia on fees, making also advance fees
of taxes and/or fees in the cases and manner prescribed by the Code and

the laws of the Republic of Armenia on fees;
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keep records prescribed by the Code and the laws of the Republic of
Armenia on fees, and in cases prescribed by legislation, also maintain

accounting;

submit tax calculation reports to the tax authority in the manner and within
time limits prescribed by the Code and the laws of the Republic of Armenia

on fees;
submit documents confirming the right to tax benefits;

ensure retention of documents necessary for the calculation of tax base and
submission of tax calculation reports, documents substantiating the amount
of income received or expenses incurred, paid (withheld) taxes for a period
of not less than five years starting from the reporting period which these

documents refer to;

provide the Armenian translations of settlement documents enclosed with
the forms filled in (drawn up in) languages different from Russian and

English, without notarial certification;

post a statement in the form prescribed by the tax authority in a visible
place at every address of its activities (and on relevant posters — at the
location and (or) places of effective management and operative financial
management), indicating the full name of the taxpayer (in case of an individual
entrepreneur — the name, surname, father’s name of the natural person), the
taxpayer identification number, the address of the given place of activity and

the type(s) of activity carried out at the given address;

ensure working conditions for the exercise of tax control, including by
furnishing the officials exercising tax control with the documents, data and
other information required for the calculation and payment of a tax or
making a payment, the photocopies (the costs for making the photocopies

shall be incurred at the expense of the tax authority) or copies thereof;
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(9) furnish officials