Table of contents

I. Basics of taxation and non-taxcharges................ ...l 5
L Introduction. . ... ..ot 5
2. Taxation and economic growth. ......... ... ... .. i 6
3. Notion of taxes, charges and contributions. . ........... ... ... ... .o 8
4. Tax structural elements ....... ... ... . . 9

41 Tax subjJect. . ..o v i e 9
4.2 Object Of taXation. . ...t ut ettt 10
43 Taxbase. . ... 10
44 Taxtariff ... 11
A5 Tax Period. . . oo 11
4.6 Tax evidence . ...t e 12
47 Taxdeclaration. .. ...t 12
5. Classification Of taxes . . . ... ovn ittt e 12
6. Basic rules governing the arising and termination of tax liabilities................ 13

II. Personal Income Tax (PIT) ......coiirniiiiiiiiieinnrnernennannnnnes 15
1. Unlimited and limited tax liability . ......... ... ... oo i 15
2. 80UrCes Of FEVEIUES. .« . .\ttt ettt et e e e e 15
3. Lump-sum taxation of business activity ................ ... ... i 16

3lTaxcard . ..o 16
3.2 Lump-sum tax on registered revenues .............. ..o, 20
4. General personal income taxation of business activity ................... ... ... 23
4 TTaX TEVENUES . . .ottt ittt e s 24
4.2 Income-generation EXPenses .. ...ttt s 26
43 Taxevidence . .......o.oooiii i e 27
44 Taxscaleand taxreliefs. ....... ... i 28
5. Taxation of employment. . . ......... o i 30
5.1 Employer’s income-generation eXpenses . ..........ouuinueennerinneonesnnn. 31
52 EmMPployee’s revenues. . . ... ..o.ui it 31
5.3 Employee’s income-generation eXpenses ... ...........o.iiiiiiiiiiiiiiia.. 32

III. Corporate Income Tax (CIT).....coviiiiiiii i iiiiininenans 35
LoTaxsubject ..o 35
2. Object 0f taxation ... .....ouuutuu it 36

21 TaXTOVENUES . ..ottt ittt s 36
2.2 Income-generation eXPenses .. ......uuuitiitnenttt e 39

2.3 Tax eVIdenCe . . o oottt e 41



2.4 Object eXEMPLONS . . ..o\ttt i e 42

2.5 TaX l0SSES. . o e 42

2.6 Deductions fromtheincome ......... ... ... i 43

2.7 Taxdeclaration . . ... ... o e 43

2.8 Schedule of determining CIT due ... 43

IV. Special issues of income taxation ...............oiiiiiiiiiiiiinnnn 45
1. Special Economic Zones. ...t 45

2. Transfer Pricing . . ... oo e 47

3. Depreciationand Leasing ... ... 53

4, Employee stock Options. . ... i i 54

5. International Tax IsSUes ...... ... ..ot e 58

V. Turnover Taxes. ... .covtiiiiiinrernsreniesennreonaensaeanaseanscns 61
1. Value Added Tax (VAT .\ e e e 61

1.1 General Principles of the VAT System.......... ... ... 61

1.2 Taxable transactions . . .. ... ..ottt e 62

L3 Neutrality of VAT ... ..o 65

1.4 Tax base, tariffand settlement. .. . ......... i i 66

2. EXCISE TaX L\ttt e 69

2. Civil Law Activities TaX. ... ... ovni i e e 69
VI Property Taxes .. ....vviitinnntiiintneiennuennennnocnnscnnanens 71
1. REAl EState TaX . ..o vv ettt ettt ettt et e 71
2.Vehicle Tax .. oove e 74

3 Agricultural Tax. ..o 76

4. Forest Tax .. .. o e 78

5. Inheritance and Gift Tax. . .......ouoii it 79
VII. Obligatory Social Insurance Contributions .................... ..t 81
L.Socialinsurance ...... ... e 82

2. Healthinsurance .........o .o i e 84
3.Labor FURd . ..o e 85

4. Fund of the Guaranteed Employee Benefits. ................. ... ... ... ... 86

5. Determining of net remuneration of employees................ ..ol 86
VIIL Tariffsand importfees........ ...t iiiiiiiiiiiiiiiiaaenes 89
IX. Otherfiscalcharges. . .....ooiiiiiiiii ittt ieeneennss 91
1. Product charges and environmental charges.................. ... ol 91

2. Betterment Levies . oo it et 92



