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Dear readers,

We are publishing the fi rst issue of our bulletin covering key 
changes and trends in CIS countries’ legislation. 

In this issue, changes in CIS countries’ legislation that came 
into force in 2011 and 2012 are highlighted. Also, current 
legislative tendencies that may impact business activities 
of foreign investors and their partners in the CIS region are 
noted. 

We present only the most signifi cant amendments to 
legislation. Should you be interested in more detailed 
information regarding the tax, legal and accounting 
environment in a particular CIS country, we would be happy 
to advise you. 

We plan to issue the bulletin regular and believe that it will be 
a useful source of information for businesses. 

We welcome any thoughts that you have on the bulletin’s 
topics.

Yours faithfully
Sergei Schelkalin
Partner, Tax and Legal
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Head of CSMO Group
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T: +7 (495) 937 4444
 ext. 12380
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Hot topics

 • Russia goes to WTO

 • Armenia simplifi ed 
registration of legal 
entities

 • Belarus, Georgia and 
Russia revised transfer 
pricing rules

 • Moldova increased 
corporate income tax 
rate

 • Azerbaijan, Kazakhstan 
and Ukraine updated 
their tax legislation
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  Effective 1 January 2012, non-resident organizations of 
Armenia may voluntarily act as tax agents for income paid 
outside Armenia to Armenian citizens and withhold income 
tax and submit personalized income tax reports to Armenian 
tax authorities.

  Effective 1 January 2012, the deductibility of interest paid 
for loans received from non-banks/credit organizations 
(except for international organizations on a list approved by 
the Armenian government) is limited.

  Effective  1 January 2012 quarterly profi t tax/income tax 
advance payments have increased to 18.75 percent  of the 
previous year’s actual profi t tax/income tax (previously it was 
1/6 of the previous year’s actual profi t tax/income tax).

Across borders
 • New DTTs. In 2011, the Armenian parliament ratifi ed double 

tax treaties with Cyprus, Spain and Slovenia.

Accounting and reporting
 • Starting from 1 January 2011 a number of changes was 

introduced in Armenian reporting obligations. In particular, 
profi t tax payers are not obligated to submit their balance sheet 
and income statement to the tax authorities. Companies report 
property tax and land tax semi-annually instead of quarterly.  
Payment is also made semi-annually. Withholding taxes are 
also reported semi-annually instead of quarterly. 

 • Companies and individuals that had VAT taxable turnover 
of more than AMD58.35 million (appr. EUR117,000, which 
exceeds the VAT threshold) in the previous year must 
electronically submit tax returns to the tax authorities in 2012.

All these measures seem to be initial steps towards simplifying 
reporting.

Countries legislation 
overview 

In focus
 • Changes in the state registration process. In April 2011, 

the One Stop Shop principle was introduced for incorporating 
legal entities and branches (representative offi ces). By 
allowing companies to both register and register for tax 
purposes with one state body, the State Registry of Legal 
Entities, incorporating companies became simpler. Also, legal 
entities can now be registered electronically. As a result, now, 
registration of a legal entity (including registration of a fi rm 
name, state registration, receipt of a tax payer identifi cation 
number) may be completed in one working day.

Tax news and arbitration
 • New combined fee (royalty) for mining companies. 

Effective 1 January 2012, mining companies must pay a 
new combined fee (royalty) instead of two types of mandatory 
payments (nature utilization fee and a land-use fee plus 
royalty), which was paid if profi tability was over 25 percent. 
By its nature and defi nition, the new fee is compensation 
for extraction of metals and for the high profi tabiliy of selling 
processed metals. 

 • Changes to taxation of petrol, diesel fuel and tobacco 
products:

  Effective 1 January 2011 petrol and diesel fuel sales have 
a general tax instead of a presumptive tax. Also,  import and 
sale of diesel fuel are exempt from VAT.

  Effective 1 January 2014 tobacco products will have 
a general tax instead of a presumptive tax. Also, sale of 
tobacco products by persons who neither produce tobacco 
products nor import them will be exempt from VAT.

 • Other tax changes:

  Effective January 2012, new income tax and Mandatory 
Social Security Payment (SSP) rates for monthly salaries 
over AMD2 million (appr. EUR4,000) will apply. The income 
tax rate for taxable income over AMD2 million (appr. 
EUR4,000) will be 25 percent (previously it was 20 percent) 
and SSP rate paid by employees for monthly income over 
AMD2 million (appr. EUR4,000) will be 8 percent (previously 
it was 3 percent). 

Armenia
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Therefore, the Constitutional Court stated in the Decision 
that this administrative penalty contradicts the Constitution of 
Azerbaijan. As a result, Article 53.8 of the administrative code 
was determined to be void. The Decision is effective from 
1 June 2011.

Across borders 
 • Double tax treaties (DTTs). From 1 January 2011 double 

taxation treaties with the following countries are in force: 
Islamic Republic of Iran, Italy, Ukraine and Greece.

 • Migration. On 7 October 2011, the Cabinet of Ministers of 
Azerbaijan adopted a decision that will change the procedures 
and documents necessary for obtaining work permits. 
Foreigners who wish to work in Azerbaijan previously applied to 
the Ministry of Labour and Social Protection of the Population 
(MLSPP) to obtain a work permit. Now, the State Migration 
Service is fully responsible for granting (although MLSPP 
may still issue own opinion on granting) of work permits. 
Applications for work permits are examined within 20 days 
from their submission. This measure should complicate and 
lengthen entrance procedures for foreign citizens.

Accounting and reporting
 • On 11 February 2011 the Parliament of Azerbaijan adopted 

changes to the law “On auditor activity” and to the Code of 
Administrative Offences. The changes stipulate penalties for 
avoiding mandatory audit. The penalties are as follows:

  Offi cers will be penalized AZN300-600 (appr. EUR300-600).

  Legal entities will be penalized AZN1,500-2,500 (appr. 
EUR1,500-2,500). 

In focus
 • Tax code. Signifi cant changes to the tax code went into effect 

on 7 July 2011. These changes include the addition of a list of 
transactions exempt from corporate profi t tax and value added 
tax:

  gratuitous transfer of assets from the balance of one legal 
entity/its fully-owned resident subsidiary to the balance of 
another fully-owned resident subsidiary;

  gratuitous transfer of fi xed assets from the balance of one 
legal entity to the balance of another person;

  transactions involving supplying fi xed assets, movable 
property and other assets to any other party that represents 
Azerbaijan in Production Sharing Agreements (PSAs), 
Host Government Agreements (HGAs) or other similar 
agreements.

Certain changes were made to provisions on withholding tax 
on dividends (WHT). Thus, distribution of profi ts under PSAs, 
HGAs and other similar agreements is not subject to WHT. 

 • Customs. On 24 June  2011, a new customs code was 
approved by the President of Azerbaijan, and on 1 January 
2012 the code went into force. The customs code consists of 
a general section and special section. The general section 
sets forth provisions regarding relationships between the 
customs offi ce and third parties, decisions of the customs offi ce 
and appeals, and customs offi ce offi cials (legal status and 
obligations). The special section includes provisions regarding 
customs supervision; goods’ arrival to and departure from 
Azerbaijan; arrival and departure of transportation means and 
persons on customs territory; general provisions regarding 
customs procedures; special customs procedures; customs 
payments; customs control; and customs facilities for certain 
categories of non-residents.

Tax news and arbitration
 • The Constitutional Court of Azerbaijan adopted another 

decision (hereinafter, “the Decision”) confi rming the 
constitutionality of Article 53.8 of the Code of Administrative 
Offences. According to this article, employers (legal entities, 
physical persons or offi cials) hiring foreigners or physical 
persons without citizenship are penalized AZN30,000-35,000 
(appr. EUR30,000-35,000) if these employees do not have 
appropriate work permits. 

Article 25.4 of the code limits penalties: for legal persons 
committing administrative offences to AZN50,000 (appr. 
EUR50,000); for physical persons, AZN3,000 (appr. 
EUR3,000); and for offi cials, up to AZN10,000 (appr. 
EUR10,000). Thus, although the penalties for employers that 
are legal entities are within the limit, penalties for physical 
persons and offi cials exceed it.

Azerbaijan
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 • Profi t earned from selling goods that companies produce 
themselves and are included in a government list of innovative 
and high-tech goods is exempt from corporate taxation.

 • “Loss carry-forward” rules were added to the Belarus tax code. 
Losses suffered from 2011 can be accounted for tax purposes 
over 10 subsequent years.

 • The Corporate Income Tax (CIT) rate was reduced from 
24 percent in 2011 to 18 percent in 2012.

Across borders 
 • According to the new edition of the Belarus tax code, “thin 

capitalization rules” will be implemented. From 1 January 2013 
If a Belarusian company pays interest to a foreign company, 
the interest will be capped for tax purposes if the Belarusian 
company owes the foreign company controlled debt. Controlled 
debt to a foreign entity occurs when the foreign entity (lender) 
has signifi cant infl uence over a Belarusian entity (borrower).

These rules will reduce expenses deductible for CIT purposes 
and, thus, increase the tax base.

In focus
 • Light transfer pricing regulations went into force in Belarus 

effective from 2012. Now, the Belarusian tax code contains a 
procedure for regulating for tax purposes the prices of sold or 
purchased goods and of sold fi xed assets. The new rules allow 
the tax authorities to correct the Corporate Income Tax (CIT) if 
goods are sold between Belarusian and foreign related parties 
and if the applied price deviates from the market price by more 
than 20 percent. Accordingly, we expect the tax authorities 
to examine taxpayers more closely and tax payers to incur 
additional administrative expenses.

Tax news and arbitration
 • Effective 1 January 2012 a clause that protects taxpayers 

from penalties for tax evasion that occurred because the 
taxpayer followed the tax authorities’ written directions is 
included in the Belarus tax code. 

 • CIT capex allowance amounting to the taxpayer’s capex 
funding was abolished effective 1 January 2012.

 • Instead of a capex allowance, a one-time “bonus depreciation 
for tax purposes” of fi xed assets and intangible assets acquired 
from 2012 onwards was implemented. The value of the bonus 
depreciation is limited to 10 percent or 20 percent of the asset’s 
value depending on the asset type.

Belarus
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In focus
 • The New Tax Code of Georgia (NTCG) effective 1 January 

2011 introduced new transfer pricing rules mainly based on the 
OECD arm’s length principle. These rules will bring Georgian 
tax legislation more in line with international practice. Now, for 
profi ts tax purposes the tax authorities may adjust prices used 
in related party transactions if the price differs from the market 
price. The tax authorities also may apply transfer pricing 
rules to transactions where a contracting party is a resident 
of a tax haven/offshore jurisdiction or is registered in a free 
industrial zone. Guidance on when new transfer pricing rules 
are applicable is still under development and is expected to be 
issued soon.

 • NTCG also established a tax ombudsman charged with 
ensuring protection of taxpayer rights. The tax ombudsman 
is authorized to request and receive from tax authorities 
explanations concerning taxpayers’ complaints over rights 
violations. If the ombudsman concludes that the taxpayer’s 
rights have been violated, he/she will notify the relevant tax 
authorities and recommend solutions. 

 • In 2011, a government pilot project was offi cially launched 
that permits alternative tax audits. The alternative tax audit 
authorizes private audit and consulting companies to carry out 
tax audits and enables businesses to choose between private 
and state tax audits. According to the project, the audited 
period will be considered closed for future tax audits and there 
is an opportunity for taxpayers to adjust mistakes revealed by 
private audit companies, thus avoiding the possible imposition 
of penalties. Taxpayers are also eligible to challenge the 
audit company’s position and appeal it. The Tax Code of 
Georgia contains some legal basis for an alternative tax audit; 
however, the full legislative framework – the methodology and 
procedures to be applied – that must regulate related issues is 
still under development.

Tax news and arbitration
 • Effective July 2011 the producers and importers (declarants) 

of goods subject to mandatory stamping are not obligated to 
pay excise tax in advance (when acquiring excise stamps).

 • Effective 22 November 2011, the withholding tax rate for 
Georgian sourced income received by non-residents (other 
than dividends, interest and income from employment) was 
reduced from 15 percent to 10 percent.

 • Effective October 2011 the legislative requirements for 
obtaining permits for warehouse activities and for operating 
these warehouses were substantially simplifi ed. Furthermore, 
additional tax incentives were envisaged for special trade 
companies operating in the warehouse.

Across borders
 • Effective 1 January 2011, double taxation treaties with the 

following countries are effective: France, Singapore, Turkey 
and Ireland. Double taxation treaties concluded with Spain, 
Qatar, Switzerland and the United Arab Emirates went into 
effect 1 January 2012.

Accounting and reporting
 • In 2011, signifi cant changes were implemented in a Georgian 

law on preventing illicit income legalization to bring legislation 
on anti-money laundering measures more in compliance 
with the recommendations of the FATF (Financial Action 
Task Force) and MONEYVAL (Committee of Experts on the 
Evaluation of Anti-Money Laundering Measures).

As a result of legislative changes, the Georgian accounting 
and audit fi rms are considered monitoring entities when 
they prepare for or carry out transactions related to activities 
determined by this law (e.g. buying and selling real estate; 
managing client money, securities or other assets) for their 
clients. 

Georgian accounting and audit fi rms are obligated to report 
to the Financial Monitoring Service of Georgia (FMS) about 
transactions subject to monitoring unless such reporting 
violates confi dentiality rights. 

Georgia
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  Effective 1 January 2012 the total number of foreign 
specialists included in the employer’s second and third 
personnel categories may not exceed 10 percent of 
the employer’s total number of category two and three 
specialists.

An employer’s failure to meet these conditions, which will be 
cancelled if Kazakhstan becomes a member of the World 
Trade Organization and which apply only to medium and large 
companies, serves as a basis for terminating work permits. 
Thus, the abovementioned changes should affect employers of 
foreign personnel.

 • On 18 August 2011 a treaty between Kazakhstan and Spain 
on avoiding double taxation came into force. The convention 
specifi es, among other things, lower tax rates on dividends, 
interest and royalties. In addition, in 2011 Kazakhstan signed 
double-tax treaties, which will come into force in the future, with 
Vietnam and Saudi Arabia. 

As a result, we expect better business relations with tax-treaty 
partners because of tax policies. 

 • Effective 1 October 2011 the following services provided by 
Russian rail carriers are subject to zero-percent VAT: 

  transportation of goods from Russia to a member state of the 
Customs Union or transportation of goods from a member 
state of the Customs Union to a foreign state through 
Russia; 

  services related to the above-mentioned transportation if the 
transportation documents specify the cost of these services. 

This was a major issue for Kazakh companies acquiring the 
above-mentioned services from Russian rail carriers because 
earlier those services were subject to VAT at an 18 percent 
rate. 

Accounting and reporting 
 • In accordance with changes to Kazakh tax code, the Kazakh 

government updated tax forms that are used effective 1 
January 2012. It is  usual practice for the Kazakh state 
authorities to annually update tax forms in line with changes to 
tax legislation.

 • Effective 1 January 2012, banks and organizations performing 
certain banking operations are required to submit a form 
notifying the tax authorities when these organizations 
stop recognizing interest income from loans provided to 
legal entities or individual entrepreneurs because these 
organizations suspend the accrual of interest on the loans. 
We believe that such a measure is undertaken by the tax 
authorities for monitoring purposes because fi nancial 
organizations are allowed, for corporate income tax purposes, 
to report their interest income on loans provided in accordance 
with accounting records.

In focus
 • The Kazakh President signed a law on amendments to 

legislative acts on environmental issues. The law includes the 
following changes: 
  quota requirements; 
  requirement to develop waste management programs; 
  increase and introduction of new administrative sanctions for 

violating environmental law. 

This law came into force on 19 December 2011. However, 
certain provisions of the law will come into force in 2013. This 
law is aimed at reducing the volume of accumulated wastes 
through introducing harsher criminal and administrative 
penalties for environmental pollution.

Tax news and arbitration
 • Effective 1 January 2012 the following changes, among others, 

will be introduced to the Kazakh Tax Code: 
  Dividends paid to a legal entity registered in a tax haven 

will be subject to income tax at a rate of 20 percent without 
exception. Dividends paid to nonresidents registered in 
states excluded from the list of tax havens are exempt from 
income tax provided that conditions specifi ed in the tax code 
are met.

  All taxpayers will have to include their software in group III of 
fi xed assets for tax accounting purposes.

 • On 1 January 2011, rules for classifying contracts over 
developing hydrocarbon fi elds came into force. Subsoil users 
must use these rules to calculate mineral extraction tax in 
Kazakhstan. Under these rules, subsoil users engaged in 
developing low-gain (fl ooded) fi elds will be entitled to apply 
reduced mineral extraction tax rates.

 • On 1 January 2011 the Kazakh government increased the 
export customs duty rate on crude oil to USD40 per ton. 

This measure resulted in an additional tax burden for Kazakh 
oil exporters.

 • On 21 April 2011 the Kazakh government approved a list of 
documents that may serve as a basis for granting importers 
the right to defer paying customs duties or to pay them in 
installments. This measure will facilitate the cash fl ow 
processes of importers and will encourage importation of 
goods into Kazakhstan. 

Across borders 
 • In February 2011 the Kazakh government established the 

following limits on employing foreigners in Kazakhstan:

  Effective 1 January 2012 the total number of foreign 
specialists included in the employer’s fi rst personnel 
category may not exceed 30 percent of the employer’s total 
number of category one specialists.

Kazakhstan
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 • Excise rates have generally been increased on all types of 
excisable goods.

 • Minimum fi nes have been introduced for underestimating 
taxable income and for failing to comply with laws that 
regulate forming and applying prices. 

Accounting and reporting
 • IFRS application has become mandatory for banks, insurance 

companies and listed companies effective 1 January 2012. 
Reporting entities must present comparative IFRS-based 
reporting packages for 2011. 

 • Electronic tax reporting was introduced in 2011. This process 
is to continue in 2012 and includes reporting of social insurance 
contributions and other e-reporting mechanisms.

 • Effective 1 January 2012 the minimum cost of fi xed assets 
rose to MDL6,000 (appr. EUR400), and tax depreciation rates 
for certain categories of fi xed assets have increased.

In focus
 • The main change to tax legislation in 2012 is the increase in 

the corporate income tax rate from 0 percent to 12 percent 
(effective 1 January 2012).

 • Corporate income tax (CIT) breaks have been annulled 
for all entities except for breaks granted to residents of free 
economic zones.

 • A special tax regime for small and medium entities has 
been introduced – a 3 percent tax is imposed on operating 
income (income from sales and other operating income). For 
an entity to be eligible for this regime, it must meet the following 
conditions:

must not be registered as a VAT payer;

must have taxable income less than MDL100,000 (appr. 
EUR6,500).

 • Entities with taxable income between MDL100,000 and 
MDL600,000 (appr. EUR6,500 to EUR39,500) may choose 
to apply either this tax regime or the standard tax regime for 
businesses (i.e. CIT at 12 percent).

 • Indirect methods for assessing income have been 
introduced that allow the tax authorities to estimate taxpayers’ 
actual income. These estimations are based on information 
gathered from various sources. 

Tax news and arbitration
 • Rules for deducting interest payments for CIT purposes 

have been modifi ed – the average interest rate on loans 
granted by commercial banks, which is calculated by the 
National Bank, will be used instead of the interest rate on 
instruments used for short term monetary policy.

 • The withholding tax rate on dividends paid for tax years 2012 
and beyond has been reduced to 6 percent for both resident 
and non-resident taxpayers. The withholding tax rate for 
dividends distributed from 2008-2011 remains unchanged at 
15 percent.

 • The withholding tax rate on other payments to non-residents 
except for dividends has been reduced to 12 percent.

 • Input VAT on capital investments made in all regions 
of Moldova may now be reclaimed from the state budget 
(previously this was not applicable to investments made in 
the two largest cities – Chisinau and Balti).  However, two new 
limitations have been introduced – VAT on investments in 
buildings may not be reclaimed. Also, voluntarily registering as 
a VAT payer to make future capital investments is prohibited. 

Moldova
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In focus
 • Effective 1 January 2012 the tax authorities are able to 

regulate all cross-border transactions based on a new transfer 
pricing (prices applied between related parties) law comes into 
force. The law includes several signifi cant changes:

  The 20 percent price deviation has been replaced by a 
market-price frame.

  Special documentation justifying transfer prices should be 
provided.

  New penalties have been introduced.

Complying with this legislation is expected to require greater 
administrative burden and more time and resources.

 • The protocol on Russia’s joining to World Trade Organization 
(WTO) was signed in Geneva on 16 December 2011. Russian 
parliament should ratify the protocol on joining to WTO until 15 
June 2012. 30 days after the ratifi cation, Russia will become a 
full member of WTO.

We expect that increase of competition in the market and 
reduction of import customs duties (average import customs 
duty will be reduced from 10% to 7,8%) will lead to price 
lowering for the most part of goods. Russia will also have 
the access to the mechanism for resolving trade confl icts, 
and the right to participate in the formulation of new rules for 
international trade.

Tax news and arbitration
 • Russian legislators passed a law that benefi ts large Russian 

holdings. The new law, which is effective 1 January 2012 and 
concerns Consolidated Groups of Taxpayers (CGT), allows 
the creation of profi ts tax payers who jointly and voluntarily 
calculate and pay taxes with regard to joint income of business 
activities for two or more profi ts tax periods.

This measure should decrease the amount of paperwork for 
companies with regional subdivisions.

However, companies benefi t from this law only if (i) the total 
sum of federal taxes for the last reporting year prior to the year 
the companies became a consolidated group exceeds RUB10 
billion (appr.EUR250 million) and (ii) their total asset value 
exceeds RUB300 billion (appr. EUR7.4 billion) and (iii) the total 
business profi t exceeds RUB100 billion (appr. EUR2.5 billion).

 • The statutory insurance payment rate rose from 26 percent 
to 34 percent in 2011.  Although for 2012 the rate should be 
30 percent, we expect companies to face additional expenses 
from employing high-qualifi ed specialists due to the insurance 
payment rate for salary sums exceeding RUB512,000 (appr. 
EUR13,000) being taxable for an additional 10 percent. These 
amendments came into force on 1 January 2012.

Across borders
 • In March 2011 amendments to a law on currency control 

regulation was passed. Signifi cant restrictions concerning an 
obligatory form for currency transfers were abolished.

In particular, the minimum amount paid for preparing an 
obligatory currency control form (passport of the deal) 
increased from USD5,000 to USD50,000.

This measure decreased administrative burdens during 
currency transfers between Russian residents and non-
residents.

 • Effective 2011, the Russian state migration registration 
system has simplifi ed restrictions for foreigners arriving in the 
Russian Federation.

  Contracts for highly-qualifi ed foreign specialist do not need 
to be registered with the state authorities if the specialist 
visits Russia for a short period.

  Employers can act as receiving parties and perform 
migration duties.

Accordingly, high-qualifi ed specialists can easily visit Russia 
for short periods.

Accounting and reporting
 • Effective 2011 small businesses are free from statutory 

audits. Now, only companies whose annual revenue the year 
before the reporting year exceeded RUB400 million (appr. 
EUR10,000) (earlier it was RUB200 million (appr. EUR5 
million)) and whose asset sum the year before the reporting 
year exceeded RUB60 million (appr. EUR150,000) (earlier it 
was RUB50 million (appr. EUR1.2 million)) will be subject to a 
statutory audit.

 • Financial reporting package was signifi cantly revised. The 
amended reporting forms are used effective 2011. Companies 
now have to disclose all information for the three years before 
the reporting year.

An appendix to accounting balance sheets (form 5) are no 
longer necessary. All essential additional information must be 
disclosed in notes attached to the reporting package.

Although these changes are part of Russian Accounting 
Principles’ transition to IFRS, the Russian statutory reporting 
package should still signifi cantly differ from IFRS’s.

 • Since 1 January 2011, the minimum value of fi xed assets 
increased to RUB40,000 (appr. EUR1,000) from RUB20,000 
(appr. EUR500).  This means that assets worth less than 
RUB40,000 (appr. EUR1,000) should be recorded as a cost of 
production when they are put into operation. Accordingly, this 
may reduce Russian profi ts tax base and decrease Russian 
property tax expenses incurred in relation to these fi xed assets.

Russia
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controversial. It appears that the High Administrative Court of 
Ukraine will have to resolve this issue.

 • The High Administrative Court of Ukraine ruled that taxpayers 
are allowed to credit input VAT (and offset this VAT against 
VAT liabilities) based on VAT invoices issued in tax periods 
other than the period the VAT credit was formed. The court did 
not support the tax authorities’ position that to form VAT credit 
based on VAT invoices received in other period than the period 
of their issuance, a taxpayer must present an evidence of late 
receipt of such VAT invoices in a form of registered mail with 
acknowledgement of receipt). More important, the Tax Code 
of Ukraine effective as of 1 January 2011 stipulates a 365-day 
limitation following the date a VAT invoice is issued. Within this 
term, a taxpayer (i.e. recipient) is eligible to form a VAT credit 
based on the VAT invoice.

 • Effective 1 January 2012 debt securities, which include 
corporate bonds, government bonds of Ukraine, local bonds 
and mortgage bonds could be redeemed by transferring goods 
or providing services (in addition to previously available cash 
funds redemption only).

 • Effective 1 January 2012 the corporate income tax rate is 
21 instead of 23 percent.

 • Penalties for tax underpayment will apply in full (during 2011 a 
token UAH1 tax penalty has been applied).

 • Effective 1 January 2012 the minimum cost of fi xed assets 
increased to UAH 2,000 (appr. EUR200) from UAH1,000 
(appr. EUR100).  This means that assets with value less than 
UAH2,500 (appr. EUR250) should be recorded as production 
expenses after they are put into operation. 

Across borders 
 • Ukrainian migration rules on foreign individuals’ entry to 

and stay in Ukraine substantially changed in September 2011. 
Based on the new rules, there are three types of entry visas 
for Ukraine depending on the visit purpose – long-term visa 
(required for a long-term stay in Ukraine, such as work, study, 
etc.), short-term visa (required for short-term business trips to 
Ukraine for tourism, etc.) and transit visa (required for transit 
traveling through the territory of Ukraine to other countries). 
Currently, individuals who intend to work in Ukraine are 
required to have a long-term visa, which is a requirement for 
obtaining a temporary residence permit for Ukraine. 

Accounting and reporting
 • The form of the corporate income tax return signifi cantly 

changed. The new form must be submitted for Q1 2012.

 • Effective 1 January 2012, VAT invoices where VAT liabilities 
exceed UAH10,000 (appr. EUR1,000) as well as VAT invoices 
for excisable and imported goods (regardless of their amount) 
will need to be registered in the electronic unifi ed register of 
VAT invoices run by the State Tax Service of Ukraine. Effective 
16 December 2011 a new form is used for VAT invoices.

In Focus
 • On 1 January 2012, changes to the Tax Code of Ukraine, 

changes to certain other legislative acts and changes to an act 
on accounting and reporting  dated 4 November 2011 strongly 
affected the simplifi ed system of taxation. The main changes 
include:
  The deductibility restriction on costs incurred by Corporate 

Income Tax (CIT) payers purchasing goods, works or 
services from private entrepreneurs using a simplifi ed tax 
regime has been removed.

  CIT payers will be required to submit a breakdown of income 
and expenses received from/paid to unifi ed tax payers. The 
breakdown should be sent with CIT returns. 

  Unifi ed tax payers who are private entrepreneurs are 
now permitted to have revenue of UAH3 million (appr. 
EUR300,000) and those who are legal entities, UAH5 million 
(appr. EUR500,000). 

  Simplifi ed tax payers shall be divided into four groups. 
Private entrepreneurs providing services to CIT payers will 
be placed in the third group. Tax payers in this group have 
a unifi ed tax rate of 3 percent plus Value-Added Tax (VAT) 
or a unifi ed tax rate of 5 percent. Businesses involved in 
gambling, currency exchange transactions, production/
sale of excisable goods, sale of jewels and precious metals, 
art, investment funds and companies and other fi nancial 
institutions, as well as non-residents, private entrepreneurs-
auditors and certain others shall not be eligible to use the 
simplifi ed tax system.

  Unifi ed tax rates vary from 1-20 per cent of minimum wage 
(fi rst and second groups) and up to 3-5 percent of received 
income (third and fourth groups). 

  Unifi ed tax payers in the third and fourth groups will be 
eligible for registration as VAT payers. 

  Legal entities having opted to use the simplifi ed tax system 
are eligible for simplifi ed statutory accounting. 

  Simplifi ed tax payers shall recognize income on a cash 
basis (i.e. upon actual receipt of cash funds, free-of-charge 
received goods or expiry of the statute of limitation period in 
respect of indebtedness due). 

  Unifi ed tax payers should pay settlements in monetary form. 
Otherwise, an increased tax rate will apply. 

  The law explicitly provides that fl ow-through funds (e.g. 
sales proceeds under agency arrangements), credit funds, 
dividends received, capital contributions, as well as certain 
other types of receivables would not be attributable to unifi ed 
tax payers’ income. 

Tax news and arbitration
 • The State Tax Service of Ukraine argues that carrying-forward 

tax losses generated prior to 1 January 2011 is prohibited. 
However, certain Ukrainian courts have ruled in favor of 
taxpayers in this case and, de facto, allowed pre-2011 losses 
to be carried forward. Current court practice on the matter is 

Ukraine
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Key economic 
characteristics and tax rates 

№ Country
Rates for 2012*

Corporate profi t tax Withholding tax Value added tax Property tax Personal income tax

1 Armenia 20 0/5/10 0/20 max. 1 10/20/25

2 Azerbaijan 20 4/6/10/14 0/18 1 14/30

3 Belarus 5/9/10/12/18 5/6/10/12/15 0/0,5/10/20 0,5 - 2 9/12/15

4 Georgia 15 0/4/5/10 0/18 max. 1 20

5 Kazakhstan 0/20 0/10/15/20 0/12 0,5/1,5 5/10/15/20

6 Kyrgyzstan 0/10 0/5/10 0/12 max. 0,8 0/10

7 Moldova 3/12 6/12/15 0/6/8/20 max. 0,3 7/18

8 Russia 0/20 0/9/15 0/10/18 max. 2,2 13/30/35

9 Ukraine 0/21 0-15 0/20 maх.2,7 15/17

№ Country Infl ation Rate
Central Bank 

refi nance Rate

Annual offi ce rent in 
capital (average cost  

for 1 m2) (USD)

Average 
salary (USD)

World corruption 
rating

1 Armenia 7,7% 8% 350 300 123

2 Azerbaijan 7,9% 5,25% 130 400 134

3 Belarus 108,7% 45% 350 350 127

4 Georgia 8,5% 6,75% 300 393 68

5 Kazakhstan 7,4% 7,5% 228 588 105

6 Kyrgyzstan 6,2% 13,61% 200-300 180 164

7 Moldova 7,8% 8,5% 250 300 105

8 Russia 6,1% 8% 790 700 154

9 Ukraine 4,6% 7,75% 240 341 134

* Detailed information is available upon request 
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