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On November 20th, the European Business Association
initiated a regular discussion between the public and
private sectors on the topic of "Tax Administration and
Legislation" within the framework of the EU-funded
project "Strengthening EU Business Development in
Armenia". The discussion was held by EBA members, EBA
partner organizations (indirect members of EBA), top
officials of the tax administration and legislation
development sector, particularly RA Ministry of Finance,
RA State Revenue Committee, RA Ministry of Economy, as
well as representatives of WB, IMF other stakeholders.

The discussion agenda was mainly focused on the changes
in the tax legislation, which are expected in next year.
However, professional questions of the interested
stakeholders, who attended the event, were also discussed.
Thus, the first part of the discussion was devoted to the
provisions of the Tax Code adopted in June of this year and
effective from January 1, 2020. Particularly Mr. Arman
Poghosyan, Deputy Minister of Finance of the RA,
underlined the importance of the expected shift from the
five-tier tax system to the three-tiered tax system, which
means that instead of the former self-employed taxpayers,
family business taxation and patent tax systems, we will
have a "micro-enterprise" tax system with a common tax /
profit tax system, VAT together. At the same time, one of
the prerequisites for qualifying an economic activity as a
micro-enterprise is the realization of activity in the defined
sphere and the non-exceeding annual turnover of 24
million AMD.

The next change in the tax legislation concerns the
reduction of interest rates on certain types of taxation, the
leveling of income tax and the creation of equal conditions
for non-residents. So, Mr. A. Poghosyan noted that the
amount of income tax is reduced by 2% to 18%, income tax
is leveled, and irrespective of the amount of income, it is
set at 23%, which will be reduced to 20% year by year. In
order to promote investment, tax legislation defines that
non-residents will pay a dividend tax equal to the residents
of 5% instead of the previous 10%. And the loss of
potential tax revenue is offset by an increase in excise tax
rates.

Other changes were also presented and discussed with the
above mentioned, as well as a reference was made to export
incentives, emphasizing that the latter is behind domestic
consumption, even though exports are exempt from
indirect taxes. In particular, it was emphasized that as a
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result of this mechanism and the return of the indirect tax
debits, Armenia has improved its position in the
international assessment scales of the sector, for example,
within the framework of "Doing Business" the index of
Armenia has improved by 30 indexes, moving from 82nd to
52nd place.

The second part of the discussion focused on the future
strategy in the field of taxation, which develops in the
following main approaches: tax policy should be
"demanded", tax policy should be ordered, clear objectives
and goals should be emphasized. In this regard, it is
recommended that individual sectors of the economy form
their substantive need and demand for tax policy and
submit a proposal to resolve them with some tax
instrument. This is new in tax policy, and it is likely that
those involved in the sector will follow this way. The next
direction is the restriction of tax privileges.It is suggested to
replace general, unaddressed tax privileges with targeted,
sector-specific privileges to serve its purpose of promoting
economic growth and development of the sector. It is
suggested to grant privileges to prospective sectors in
Armenia, not to any economic activity. Due to this, the
ways in which the Armenian business has a competitive
advantage will be encouraged and developed. In addition,
tax privileges should not be indefinite.

The next strategic direction connected with the
clarification of tax systems. During the meeting, the
transition from the five-tier tax system to the three-tier
system was emphasized, highlighting the need for their
further revision. In particular, regulations will be adopted
that will lead to the transition from the turnover taxation
system to the general taxation system.

The next strategic direction is the equivalent taxation of
visible wealth. This is about revising real estate cadastral
values, approximating them to market values, and
determining the real estate tax base at revised value.

The last major strategic direction is the development of an
income declaration system. The point is especially about
the introduction of a simplified self-declaration mechanism
and toolkit that will also allow for cost savings.

The next part of the discussion was about the tax
administration itself. In particular, Mr. H. Muradyan, the
representative of the SRCof the RA, highlighted the need
to raise the level of awareness in tax relations. To ensure
this, it was mentioned that it is planned to expand the call
center of the RA SRC as a primary awareness measure for
taxpayers. For ensuring awareness, written awareness
access was emphasized, hence, the answers provided by the
SRC to the taxpayers' written inquiries will be posted on
the website and will be accessible to all without
identification of questioner.

As a result, it is foreseen in the future that there will be no
unanswered question about the application and
interpretation of tax legislation. Mr. Muradyan emphasized
that the tax body also plans to make changes in the tax
liability system, especially in connection with the violation
of the rules on the use of cash registers, by establishing
uniform size of fine. The next planned activity is the
addition of the stamp list. The focus of the tax authority is
also on compliance with tax legislation requirements
during the reorganization of organizations.
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Then, representatives of the World Bank (WB) and the
International Monetary Fund (IMF) conduct presentations
on the key indicators of their monitoring in the RA tax
field. The importance and continuity of the activities
carried out with the support of the latter were highlighted.
At the end of the discussion, there was a question and
answer session between the representatives of business
sector and state bodies on the aforementioned issues, as a
result of which the already transmitted information was
reinforced and the approaches voiced were clarified.
Summarizing the aforementioned, it can be noted that
competent officials have in fact presented expected
approaches to the tax policy, strategy and administration,
thus making predictable the regulations of the tax
legislation in the near future.
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