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this respect, shown by the presence of NASDAQ
OMX in the country. Gurgen Hakobyan elabo-
rated on this, saying, “Capital market, specifically
in London, has been operating for at least one
hundred years. There is deep meaning in all this,
and the tradition and culture are in place. Besides,
there is public participation in all of these pro-
cesses. Any person (investor) can sell his shares
by making one phone call. It means that ordinary
people also share this culture. A good precondi-
tion in Armenia is that we have NASDAQ here.
If we are active and able to implement the tools
correctly we can serve as an alternative. For ex-
ample, look at the activity in Warsaw. Compa-
nies from all countries are being listed there. If
everything goes smoothly after some time we can
discuss the involvement of regional businessmen
in the Armenian Stock Exchange. We talk about
NASDAQ and NASDAQ is NASDAQ every-
where, meaning that it is not important if NAS-
DAQ is listed in New York or in Armenia.

It should be mentioned that one of the most
successful developing markets is the Warsaw
stock exchange, where 94 IPOs took place in
2008. Warsaw's success was greatly accounted
for by the pension funds, which created the op-
portunity to direct the funds of the middle class
to the stock exchange. Armenia also has such a
program. The pension reforms will commence
in 2010. According to the Minister of Economy
Nerses Yeritzyan, they will serve as an incentive
for the capital market development.

As for the CIS countries, Russian and Kazakh
capital markets are relatively developed. Nev-
ertheless the regional director of NASDAQ
OMX Johan Fredholm announced during the
conference that Armenia has the best technical
conditions in place of all the CIS countries. It
gives hope that the capital market in Armenia

will develop rapidly.

Scheme: The Circulation of Bonds in Capital Markets
(provided by NASDAQ OMX Armenia)
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Lwjwuswih jumhpswih enijub qurqugiwl GupuwnryuGtir niGh

<LbphGuly® Upkfuwbnr Urundpul

F°Gy E Jumhswh enijuG

Gumhpswih cmjulG  wrdbpnplirth  (unynrwpwr
pwdGtisniutith b mwrswsndubirh) cntjw E, nrstin
nGYtrmpymGGtrp b mbsmpymbGp Juirnn GG ShoGw-
dudlitis U Griuwrwdwilts dhonglbir Ghirgruuyby
Juwd GhrnGh: «GQuwmhpswy» strdhGp ulqpGumbiu
Gowlwyt] £ «guwynr mGhguot», «qqfuwynr
gnuiwr» (qushGbrtG capitals-«gfuwynr» punhg):

Qumpswih cnljubG punuguwo b wnweluwjhG
cnlujhg b GrirnrmuwjhG cnljuyhg: UnweGujhG
cnluynud GhrprnnGlirhG Judwnymd GG (pudw-
Gnrpugrnipjul thongny stnupwchuynd tG) Gnr
pnnuruwo wrdtipnptirp: GryrnruwyhG cnljuynud
wrbtlG puy poquryud  wrdbpnptimm  qOynud
b Jwwnynid GG GGryronGhrh dhol' cniljuyh
1hgtiGquynrjud dwulGwlyhgGtirh dhongny:

GrirnrmpuyhG cnljuyh crowliwnnipynilip
unynrwpuwr stinh £ niGhGnud $nlyuyhG porowgnud,
nrp hwnhuwlnud £ wrdbpnptirh juqdwbirmywo
b Jurquynrynn enilju: Gumhswih entju wubiing’
Ghruynuiu hhdGwliwlnd  GQush GG mGEGnod
InGnuyhlG pnrumlG U Grw hbs  thnfujumyuo
tGpwunnyglhtrp:  <wjwuswlnud  Jumhswih
cniljuyh dwulwlhgGlirG GG° $nlGnwghG pnruwd,
pnnurnnGtrp, GhrmprodughG pGYbrmipymGGLm
b pwGltrp, YbGsrnGuwlwl ntmnghswrhwG b
pimngphswr  gonronGlmpymG  hruulwgling
wy] patrmpymGGtr: Cnmuyh JurquynrnidG nt
YtrwhulnnnipimGG hrufubugimd b << Yhlsrn-
Guiuwl pwGyp: Gumhswih cnyub GhryronGhrh
Uns wniuw fuGunnmpmGGtrG ninnnud £ gimh
swirphir nnrsGhirnud gnronn pGYtrnipyniGGtirp, nrnGf,
pwdGtisniutir Jud murswsndutir pnnuribny,
UhongGtir LG Ghrqruuymu hrtiGg gnrowrwr orwqrbirG
hrauGwugGtiim hwdwr:

<kGg bryrnrmuyhlG coluymd b, nr dhwynrynod
LG crowlwnnn pnnr wrdtipnpbirh cmjuywliwl
qltirp” pnnurhnn pGytirnipyniGGtirh pudGhstrtrhG
b phjuurnipjubp hGwrwynrmipyniG pGatintny
Ucswmbu stintjugywo 1hGh) hrklg GhrprndGhich,
phqlGtiuh hruul wrdtith YwuhG:

Luwyuwswlh  $nlGnpuypG  pnruwbG  (ULUGLU)
ustinoytiy £ 2000 p., hull 2001 p. stinh E mGtgh
wnwohlG wnbsruyghl Guswergwlp: 2005 p. LDL-
nud uljuybi] £ wrswrdnypny poruwyujub wnbisnun:
2008 p. qruligyti E OMX AB-h §nnihg <wjwuswth
$nlnuyhG pnruugh b <wywuswbh YhGsrmGuluG
nimnghswrhwh  qGdwG  gnrowrfp: 2008 p.
hmGJwrh 23-hG pnruwynd ulugby b mbswljuG
murswsniutirth pnruwjujul websmrp: 2008 p.
thtisrjurhG NASDAQ-G wnjurshy E dhwynrdwG
gqnropGpugn OMX AB-h htis® ustinotiiny wcfuwr-
hnd witiGwjuncnr pnrunwywlul pGYtrnpymGp’
NASDAQ OMX Group-p: <uwywuswlh $nlnuyhG
poruw YtrwGyubyty kb wydd Ynsymd £ NASDAQ
OMX Armenia (LUU UL ORikfu UrdkGhw):

LuwywuswGh $nlnuyhl pnruwgh gifuwnr sGortiG
UritG UtjhfjuGlG wund E, nr pnruwlG Juyr L,
nrstn  crowGunynn pwdGhsndubimp  Jurnn GG
htswfrthr 1hGh) GhrpronGtrh, wyp ns pti pnruwgh
hwdwr:  Pnruugh wnwohG  Gmuswlp, pus
UtihfjwGh, GtryrnnGtirh cwhtirp b GhrprndGhrh
wlyswlgnipyniGp mucsmullG k:

Luwjwuswlh Jumhswih cnijuG

2008 p. <wywuswlnui qquihnrtG wlshyuguy
murswsniutirth  cniuG  clnrhhy  dwulwynr
pGUytrnpymiGGtrh - ponurynudGlirth: - UhGs  wyy
murswsniutirth  pnqurpiwdp  gpunynud  EhG
pwgwnuwmbtiu $hGwlulbrh GujuwrwrnipnGG m
GtiGsrnGuwl puGyn:
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Gpti 2007 p. stnph b mhkgh] murswsndutirh
nGnuikGp 2 poqurnud” 1,3 djrn gruod pGnhwGnr
owduwiny, mmu 2008 p.” 11 pnnurnut” 5,6 djm
nrud dowywny: Nuwrswsniutirh enijuyh wshyw-
gniip  huwdpGyuy NASDAQ-OMX-h Unnihg
LuyuuswGh $nlnuyhG pnruwgh qGiwbn, sGuymd
(wjpwmusrwmuswjulG  nr9  wcfuwswGfGtir
pnruwynmd  dhGs  wyn b Quswrdl)  EhG:
UjGnuwitiGuyGhy, swlwsywd ombirwsnrh dnisfp
nrnc JuswhnipyniG k ustinodti] GhrnprnnGtirh dns:

UmuuniiGtr JuyhG, pti NASDAQ-OMX-n UG-
muush Gul pudGhsndutirh coljuyh JujwgdwGnp,
uwluwylG hwiwchuwrhwihG $hGwGuwslstuujub
gqiwdwih hts Jumyuwo' nruGf wowidd kG
wrpurulny: JdhrohlG widhuGtirhG puwdGhsndubirh
entljuymy gnrowrfGlirh wGynud £ wrdwGugrgmy,
sGwymo wnwlg wyn k) wyn cmjub cws thnfr L
Wu muyiwliirnd Ynrmnrwshy wrdblsrnbGuyhG
murswsndutirth  pnqurinuiGlirh — wlshywgnuip
Quirkih £ inrg hwonnnipymG hwdwirty: <phcligGhf,
nr murswisniutirp, h swrplirnipyniG pudGhsndubirh,
GtrnrnnhG  hraygnmiGf skG  swihu  dwuGuygbin
nGytirnpyuwb Junwywrdwln:

Murswsniutirh  ponqurynuiGtirhg 10-n hrw-

Julwgrtiy GG ns $hGwluwlub hwsuwodh 6
pGytrmpyniGGtr, nrnGf Qurnnugty GG 9-11%-

n ntuniru hwypwypl], wyG  nhmfod,  Grp
pwlytrhG Juryh  nhdwg ushmywo YihGehG
Yswrlip  18-20%: ‘LluwshGf, nr hwyjuywd

cniljuynid muirswsndutith snynuwnrnyfGhrp hhd-
Guiulnd csiyni GG pwlyuyhlG wywlnGtrh
snynuwnrnyfGirhG  hwdwmuwswufuwl, nwsh
nrulf hwsjumbiu cwhwyts GG ns phGwluwlulb
hwsqwodh pGYtirnipyniGitirh hwdwr: UmuyG 2008
p. tryrnry Yhuhg pwGltrp Lo hbswfrfrmpymG GG
nrulinrnid muirswsndutirh pnqurdwG GRustwip’
nrmbu  ShGwlGuwlwl ptuniru  hwjpwyplijnt
wypGsrwGfwihG wnpynir:

‘Uchilf, nr dhGy wydd pnnuriuo murswsndutirh
wijubuwliub wrdbfGhrp ko ¢kG (1000-50000
nrud), niush << guGugwo funufugh Jurnn k
nruaGf dinfptirti : UdkGuithnfr wrdbfnd murswsniu
pnnurlt k «Ehs grotthp»' pyudtGp 1000 grood:

Muwrswsniubtirh cnljuynud wopwowswrl wnwydd
«Lwynniuququrnl» E, nr@ pruwjuwbwugrl; £ 2
ponqurinut jnirwfwGyynurp dEuwluw6 dprm grwy:
1 g prudh poqurhnid mGh Gubh  «bdbtfu
grntthp»: «Jdwyjbsswl» pnnurty k 1,3 djrm grudh
murswisniubir, vwljuyG 3 pnnuirljdwdp:

Luyuuswln wpuwydd Grjuwrwsh murswsniubr
sl pnnurlynui:  UdkGubirurwstp  «{wjnniu-
ququrnh» b «UnlytrupmGih» murswsniubirG GG
3 swrh:

<L YhGsrnGuyub puwGynd U+-hg Q- - Jurljubhc
uswgwo pGhtrmpymGGirh  poqurjud mur-
swsniubtirp <& UR-G muwsrwus k plnniGh] nrmbiu
gruy’ pwlytirh hbs ptmn  hwdwdwyGugrbtrh
YGfiwG dwdiwGuy: Un plytirmpymGGtrhg GG,
orhGuly, «Pdtfu grotthp», « Ay tsswl», «ACP»-Q,
«Lwynniuququrgp»:  Uju murswsndubirp  hws-
Jumbtu 466 mwhwGowr] niGEG wnbsrwjhG
pwGytirh crowGnid:

Lwidwdnnny Gruwlnud

YQumhswhcnijuyh dwuGwyhgltrhg dtyp’ «QrwGs
EurlpnG Wdhn» JunrhrpusyujuG b wnihsn-
rwub pGYtrmpyniGp, <wjwuswlnd Udtrhjuygh
wnbsrh mujwsh, <& YtGsrnGuljuG pwGlhh, <<
EynGnihuyh  GujuwrwrnipyuG,  {wjwuswGh
pw@ltirh dhnipjul, NASDAQ-OMX UrdtGhwyh,
UUuLv U924 «dbplwluwul njnrsh qurqug-
dwl orwgrh», «Uwrhnp-UrdtGhw» hjnirwlingh,
«Utinhwiwfu» jrusjuub gnrowujnipyu, Cap-
italMarket banks.am Juyth, «Pwughu» b «Pwghu
Guuw» wduwgrbich wowlgmpjudp GujuwdbtinGhi kr
Jumhswh cnitljwh Ybrwptinw; hwuwraynipjuG
hrugbiwG jnirg thongunnuiGtirh cwrf: Otisrjwirh
27-phG, Ywulwynrwmbtiu, stinh nGhguy «Qwmp-
swih cnljubtmp  <wjwuswlnud»  hwdwdnnnyp,
nrhG hrwudhrjwo EhG Guwh gnrowrwr crowmGuyGhirp:
Jwiwdnnnyh  wpwGdGwhwsympyniGG  wyG tr,
nr orwqrughG tinyp mhgnnGtirp hhdGuluinud
oswrhirriugh &wGusywo twmubwqtisGtr thG, nrnGf
Gtruywglnui EhG NASDAQ OMX-n, GYyrnmuljuG
qurqugiwui b yhramunmgdwl pwGlp, «QrwGs
OnrGpnl Uto RrhswGhwl»:
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«QruGs OnrGpnG Udhn»-h pwdGhstr QnirgkG
Luynpjulp, muswujuwGing  wyG  hwrghG,
pt hGs Gmuwswy L hbEswmbnnd hwdwdnnnyp,
wuwg. «UnwohG htrphG hGwrunnrnipymb swy
hwjmuswlymG phqGtu hwrnipjuGp uswlwnt
stintijusynipyniG wypGsrwlfwyhb gnrohfGhrh dwu-
hG, nrnGf wyuor Jhrunynd GG hwdwcjuwrhwjhG
mrushuynd, wvwfuyl {wjwuswlmd  nhnhu
wdpnnonyhb Ghrprdwo skG: Grirnrn GmuswG wyG
E, nr fupwGhGf wyn gnroplpwglbtrp, wnwowrlp
b mwhwGowrp phrtGf dh nubhhg b thndbGE
hundwlghi, nrmbugh gnrowrwrGtrp JurnnuGuG
muswufuwGGtr uwswlw] U mbsmpyniGhg, U
dwuliwgtisGtirhg: WyuhGfG" hhdGuuwl Gmuswlp
hwrpwlh ustinomuiG L, nrp hGwrwynrnipymb Ysw
wruqugltint wyG gnroplpwugGhirp, nr stnh GG
niGtGnd nimh Jumhswih cntlju»:

Luwywuswlh $nlnuyhl pnruwgh gjfuwnr sGortiG
UrdkG Utijhfjubp thwusmd k, nr hwiwcfuwrhwjhG
dphGwlGuwslstumjuG  &qlwduth  muydwi-
Gtrnd  GhrprnudGhrp mujuund GG,  hwdwrgw
wikiGnurtf Juubkgylyp GG [PO-tirp  (wnweGuyhb
hrumwrauyhG  stinupwchunud), vwuyG hhdw
hwrdwr muwhG E  hrwoghytpm, Guhuowumus-
ruustint b Yrptiint mnstiighwy GhryrnnGhichG: Upn
musdwnny Utjhfjulp hwsjumbtu Jurbnrmd L,
nr cnijuyh Ywulwyhgltrhg dtya E GufuwdtinGnud
GdwG hwdiwdnnny:

Luwdwdnnnyhg nre dudwlwly wlg dwrsh 3-hG,
«Urguifuhtl» PLPL-G hwjswrwrtig <{wjuuswbh
Jumpswih cntljuh musdnipyul dte pudGhsnd-
ubrh  wnpwohG  wnwoluyhl  hrumuwrwluwyhG
stnupwcfuiwG  (IPO)  dwuhl:  Oonuryyty
L plphwlnr pyny 3,285,715 pwdGhtsniu. 1
pwdGtisnduph  stnupwcfudwl ghlGp 1050 nrwd
L Onpurlpiwl plnhwlne dwup 345 dm
grud £ Onnuriwl funthryusmG b sknupwe-
funnp «UrdkGprny» PLL-G L «Urgujuhtyp» <L
LGtrgtishjujh ninrsh wowowswr pGYtrnipyniG-
Gtrhg L, nrp Ghruynuiu pwdwrwrnd £ AL
LiysrwkGirghwh mwhwbowrh  40-60%-p:
CGYLrnpyGG  EiEgsrwkGhirghw £ wrswnrod
[N Uwruwlgh orwdpwrh Yrw stnuyuyywd
Uwiruwlgh hhnraktysruuywbh dhongny,
nr@ mGh 50 Uds nprquofwyhlG hgnrmipymG b
swrhiljuG 90-140 16 Uds/dwd LjlsrwkGrghwgh
wrswnrnipjul  hGwrwynrnipynil:  Shnupwe-
funithg  huwjwfuwgrquo  dhongGhrp  YnunnykG
tirtif thnfr hhnronkjGysrwuywGGhrh JunnigdwGp
[N wdklwitd ghsh® Ourpunh Yru: ‘Lor
hhnprnbjtysrwjuywGGhrp  hGuruwynrmipymG Yswl

114
muwhwGowrlh wytih fwb 85%-np:

puurwrknt LiysrwkGirghwyh  GhrthG

Lwjwuswlnd  Jumhpswh cniljuyh  Yrw  nrnc
wgntigmpyniG £ mGtgh] dwrsh 3-hg nrudh jnnugnn
thnfuwrdtifhG wlglbip: UbtjhfjuGG wund E, nr
nrudh  wrdtiqrdwlG htshwGfng  Yrdwsyty GG
murswsniutirth  hts  Juswrynn  gnrowrfGhirp,
(yugty GG murswsniutith  ponuryniGhirp:
«Nurswsniutirth crowlwpnipynilp Yrdwsytijnt L
wjGfwl dwdwGuy, fulGh ntin sh wigh] 1Ewgdwb
dudwluluerowlp, b cmwl sh dwrubli nrudh
wrdtqryniip»,- wumy E Uthfjup:

Qurqugud b wann cniljuGbir

UUb-nud, Urbidsjwl GYyrnmuynud b AwmnGhuwynnd
gnnipynti GGG Yuwmhswh hgnr  cnljuGhr,
uwliuyG GruwGg dhol Ewlwl swrpbrnipyniGGtr
qui: Unwyty hgnr L UUb-h Jumhswih cnlju,
nrG wpwGidGwlnd L myuynrudnipyundp,
Jumhpswih  YnswliwlG  pwrdr  wush&wlny,
oswrhirryjm  GeryrnnGhrh  GhrgriodwG — puardr
wushdwlny: {wiwcluwrhwjhG &qGwdwin [nir
hwruo huwugrhg qurquguo jumhswih cniljw-
GbrhG, vwuyG nrnc hnyubir wnwowgrkhg wann
cntljulbrnud:

U&nn tryrGtirh entjubtirp ghonid GG wirynmiGuiptirw-
JuwG qurquguo brirGbrh cnljuGhrhG: “rwlg
wpwldGuwhwsynpniGi wylG t, nr swhwquig
wyshy G mbswul b fuwep pGRbrngpymGGhm:
UuluG &qlwduth muydwGGirnd wdnn
cnjuGbirh hwdwr Gnr htinwGurGhr GG pugynud:
Qurquguo tirhrGhrh GhrprnnGhirh hwdwr grwGf
nhswriynud G nrmbu wypGsrmGfuyhG gnrohfGtir:
Luwyuuswll wyu wending cwhbuwG YJhgwlnud
' qumyuo NASDAQ OMX-h wnluynipjuG
htis: Wu wnGsmpjuip QnirghG  <wlynpjuGa
wuwg  hbstjwip. «wsjumbtu  LnGnynGnud
Jumpswih enlul wnljuql dkY hwurgnurwdyjuy
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L qouromd: Guw wjwlinnyp, ju funrhiwusnipynG,
Ucwlnyp, hwlrmpmGG b £ dwulGulgnd wyn
qnropGpugllirhG: 3nurwfwlsynr wld (Gtirnrnn)
Qurnn L dty hbpwjunuwqubgny Jwdwnb] hr
pwdGtisniutirn: WuhGfG" hwuwrwl] dwrpulg dns
k1 £ wyn dcwynypp dbwynrgwo: Lwjwuswlnd juiy
Guwfuownrywil wyh E, nt NASDAQ qnynipyniG niGh,
b tpt wyshy (hGhGE b Jurnnubwlf qnrohfGhrp
Shes GhrnGhp, hGuwruwynr YihGh Gub wypGsrwGf
hwlnhuwGuy: OrhGuwy, stubf Jwrcwjul nrfwG
wlyshy E, pninr GdyrGhirhg qlmd GG wylstin L
gniguymu tG: Gpt wdkb hGs Gnriw) plpwlu,
nrnc  dwdwlwlhhg hGwrwynr YhGh fGGurhty
swrwowcrowlGuyhl wy) trirGtrh gnrowrwrGtrp
Gtrgrunynuip hwywuswGyub pnrowynud: Ornyghtish,
hytron, nuu NASDAQ L, huly NASDAQ-p NASDAQ
L witG stin: UyuhGfG tuuG sk, NASDAQ-n uynt
Bnrfnud k 1hushlq wlglnu, pti <wjwuswlinud»:

‘Uehlf, nr qurqugnn cnijuGtirhg wikGwhwonnn
Jurcwwyh pnruw k, nrstin 2008 p. stinh k. nilitghy
94 TPO: Jwrcwwih hwonnmpubp dhowmbiu
Gmuusk] tG aGuuwpncwljuyhlG hhdGunrudGh,
nrnGf hGuruynrnipyniG GG ustindot] dhohG fuwp
fuGuynnnipymGGtirp ninnnrgbi] nimp poruw: b gim’
Lwjwuswlnd u GdwG orwghr w2010 p.ujuytijnt
G ghGuwpncwljuyhG pwrtithnfuniGhirp, nrp, pus
EynGnihjuyh Gufuwrwr ‘Ltirutiu GrhgyuGh, jnure
fupwG Ghwlnhuwlw Jumhswih entljuyh hudwr:

Ung  tryrGirhg  hwdbdwswpur qurquguo
GG (nwwuswlGh b QwquiuuswGh emuhrp:
Uujuyi NASDAQ OMX-h swrwowcerowlwjhG
sGorti 3nhwl brhinhn)ip hwiwdnnniyh dwdwbGuy
hwyswrwrtg, nr UNL  brrGirhg  wdbGuipuy
stfuGhuub muwypiwGlbrG weu GG {wjwu-
swlinud, hGsp pnyp L swihu hnuwi, nr jumpswih
cnluil <uywuswind wrug jqurqubGu:

Uhutidw. Gumhswih ecnijuymd wrdtipnplirh crowGunnipyniGp
(srmdwunrjuo NASDAQ OMX UrdtGhwjh Ynnihg)
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By Paul Cooper (PWC)

I am a linguistically-challenged expatriate. It
means I speak English, know enough Russian to
say “f1 ne rosopro mo-pyccku” when approached
in the street, and can read the letter “a” in Arme-
nian. Not surprisingly, I am often met with the
question, “what can a foreigner contribute to Ar-
menian clients when all of the law and practice is
in the Armenian language?”

The answer is a fresh perspective (or at least one
that is borrowed from abroad). If I did not enjoy
the challenge, I would not be here. And there are
some unique challenges for a linguistically-chal-
lenged expatriate trying to understand Armenian
tax law.

The primary challenge is to work out what the
law actually says. There is a collection of English
translations of various laws on the www.parlia-
ment.am website, and these can be useful to get
the flavour of local laws. Care is required though;
the English versions are not up to date and the
translations are not always reliable.

More often than not though, the basic problem is
the local reinterpretation that is applied to laws.
On the face of it, Armenia’s laws are not that dif-
ferent from those found elsewhere in the world?
Life would be so much easier if interpretations
were also similar.

Deduction of business expenses — does the tax-
man really understand a business better than the
businessman himself?

The basic rule for deducting expenses is found in
Article 10(1) of the Law on Profits Tax.“When
determining taxable profit, gross income shall
be reduced in the amount of necessary expenses

PRICEVATERHOUSE(COPERS

Taxation — Even Finding the
Law is a Challenge

incurred in deriving it and supported by docu-
mentation.” The central question is when an ex-
pense should be considered “necessary.”

In developed countries, the question gener-
ally reduces to whether a prudent businessman
would be prepared to incur a particular expense
in the furtherance of his business. Judges are
also very reluctant to step in and impose their
judgment of what might constitute a sensible
business expense over that of the businessman
himself. The bottom line is that the businessman
should know his business and his objectives bet-
ter than anyone else. If he or she considers an
expense is worth spending money on because of
the perceived benefits to the business, who are
the courts (or the tax authorities) to say with
hindsight that a different judgment should have

been exercised.

There are some clear exceptions to this princi-
ple, but these generally relate to expenses that
generate a pecuniary benefit to the business-
man. When you take your clients out for dinner,
it may be difficult to determine whether the oc-
casion is purely business, or whether the busi-
nessman is really just enjoying a good night at
the taxman’s expenses. If one is prepared to look
closely enough, there are ways to show whether
or not such expenses have business benefits. In
practice, many countries bypass the problem by
legislating blunt apportionment rules. However,
the critical observation is this. When an expense
appears to generate a pecuniary (personal) ben-
efit to the businessman or his friends and rela-
tives, there may be basis for questioning whether
an expense is necessary. However, when no such
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potential benefit exists, foreign courts and tax au-
thorities accept that they would be out of line if
they sought to impose their business judgment
over that of the businessman. Why should Ar-

menia be different?

Lets take a few examples. A business decides
to screen its customers to determine whether
accepting them as clients might cause a risk of
losses in the future. From a business perspec-
tive, this is a sensible precaution. However, I am
aware that there is at least one case that got to
court in Armenia because the tax authorities ar-
gued that the expense was not necessary because
there was no income that arose as a direct conse-
quence of that expense. When a local company
obtains services from a foreign company, it may
agree as part of the arrangements to meet accom-
modation costs directly. I understand that the tax
authorities suggest the accommodation is not a
deductible expense because the individuals ben-
efitting from the accommodation are not employ-
ees of the local company so there consequently
are no direct obligations with those individuals to
provide such benefits. Yet if those same benefits
are paid directly by the individuals, reimbursed
by the foreign company, and then included in
the fee charged to the local company, there is no
problem with deductibility. Where is the differ-
ence? Either way, the local company accepts that
the accommodation expense is something that it
will need to pay, directly or indirectly, if it wants
to obtain services from the foreign company. It
should not have to jump through hoops merely
because there is a big question mark over whether
the tax authorities will accept the local company’s
business judgment.

Perhaps more than any other issue, if the tax au-
thorities respected that a businessman is in a far
better position to make a judgment on whether
expenses should be incurred for his business than
a tax inspector ever will be, we could reduce the
fear taxpayers have that they can expect arbitrary
assessments to be made when the tax inspectors
comes to Vvisit,

The documentation dilemma —
is the paperwork really necessary?

The World Bank report, Paying Taxes 2009: The
global picture, ranked Armenia 150th out of the
181 countries surveyed for the ease of paying
taxes. The overall tax burden was not considered
excessive (Armenia ranked 68th). However, the
time required to comply with tax obligations
(Armenia ranked 176th), together with the large
number of payments Armenian businesses are
required to make (Armenia ranked 149th) con-
tributed to the overall poor ranking.

One problem has already been highlighted above.
If an accountant is trying to second-guess what
the taxman might second-guess about the merits
of a company’s business objectives, and is con-
scious of the huge penalties that result if he or
she gets the answer “wrong,” we create an environ-
ment of uncertainty where basic tasks take much

longer than they should.

A second requirement for deducting expenses
though is that they must be documented. This
leads to the interesting question of what docu-
mentation needs to consist of. For example, when
a service is completed, is an invoice and evidence
of payment sufficient or do I need to have an ac-
ceptance act? The practical answer is that the au-
thorities probably expect one, but you should be
able to get by without it.

It is at this point that the sensible advisor says,
“Hang on a minute, why are we concerned with
what the authorities might expect?” Surely with
something as important as the documentation
required to support an expense, the authorities
must have published an official document, pro-
viding all of the detail.” Well, yes they have pro-
vided a document — Order No. 525 dated 25
April 1998.1 have been assured by several people

in Armenia that it covers all the issues.

The problem is, what does it say when you read
what is actually there, rather than accepting what
people tell you is there. In that case, you will see
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from the opening paragraph that the Order cov-
ers transactions involving the acquisition of as-
sets and inventory. Do you notice anything miss-
ing from the covered transactions? Sure, services
were referred to in the Order, but only in the con-
text of services incorporated into the value of as-
sets and inventory. That leaves you, the taxpayer,
with a basic problem. How do you defend the
quality of your documentation for services when
there is no relevant standard and the authorities
are trying to apply Order No. 5252 It is a situa-
tion that is ripe for ... some form of settlement to

be reached.

I have been advised that my text is outdated, and
that Order No. 525 was amended in October
2008 to address the services issue. I am still try-
ing to get an updated English translation.

Where do we go from here?

As I mentioned my last article, the government
has published an impressive Tax Administra-
tion Strategy Program for 2008-2011 that, if
implemented successfully, will give Armenia a
much leaner and more focused tax administra-
tion. There are also some encouraging signs that
the government is willing to consult and listen to
businesses about how the tax system can become
more effective.

One aspect of the reform initiative is that it pro-
poses measures to reduce corruption. Electronic
filing is an excellent example. If I can file my re-
turn electronically, I no longer run the risk that
the tax official will refuse to accept my tax return
(and so impose penalties) if it is computer gener-
ated rather than hand written. Data is transferred
directly to and processed by tax authority servers,
so there is no chance for human “error” in the cal-
culation of taxes payable.

If we take that idea further, key issues that should
be reviewed are:

+  What level of documentation is really neces-
sary to prove a business expense?

+ Can the Order on documentation be tight-
ened so it does not leave room for Tax In-
spectors to interpret the Order broadly so
that taxpayers can never be 100% certain of

what documents they require to prevent an
assessment by the authorities on a documen-
tation technicality?

+ How many returns and payments are really
needed? If advance profit tax was quarterly
or even bi-annual, would the timing impact
on the government really be that significant?
If yes, could a transitional rule deal with
this effect so we can put a more compliance-
friendly solution in place in the longer term?

+ To what extent should the tax authorities
need to exercise discretion before the law
may be applied. A classic case is the require-
ment that taxpayers apply for relief before
a treaty may be implied. If the rules in the
treaty are clear and the tax authorities always
have the right to pursue a tax agent for defi-
ciency taxes and penalties if the tax agent gets
it wrong, why does the application process
help? If anything, it creates the opportunity
for facilitation payments to be extracted dur-
ing the application process ... and for relief
to be granted in situations when it perhaps
should not arise.

If the government is willing, it should not be hard
to make small changes that could generate huge
benefits in terms of a more predictable tax sys-
tem, and a correspondingly better business envi-
ronment.

Reflections from Georgia —
a challenge to AmCham in Armenia

I was fortunate to visit Georgia in the last week
of February when our neighbouring Chamber
had a couple of tax issues on the agenda. The
first was the release of the Georgia Pocket Tax
Book by the Georgian Ministry of Finance. The
second was a Committee meeting when Joseph
Guttentag, a double tax treaty specialist from the
United States, spoke on prospects for a Georgia-
United States tax treaty.

A couple of points struck me. The first is that
Georgia has been making concerted efforts to
make a tax environment that is more encourag-
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ing to investors. Particulatly notable are the plans
to reduce withholding taxes on dividends and in-
terest to 0% over the next few years. Georgia still
has its problems. Like Armenia, the process one
needs to go through to confirm an entitlement to
treaty relief is cumbersome (and, in my view, un-
necessary; many countries in the world have no
such mechanisms because the penalties if a tax
agent gets it wrong are considered sufficient pro-
tection). However, I met several foreign advisors
that are working closely with the tax and finance
authorities to provide assistance in improving
the system, and there is a sense that Georgia may
more open to external ideas than Armenia.

The second was the level of Chamber activity. In
addition to the two tax-related meetings, there
was also a Chamber luncheon when two speak-
ers shared about how the US’s promised USD 1
billion in aid funding was to be allocated. Perhaps
we should take that as a challenge to the Cham-
ber in Armenia.

A revived AmCham tax committee may be a
good start.

The author leads the PricewaterhouseCoo-
pers Tax & Legal Services teams in Armenia
and Georgia. PricewaterhouseCoopers (www.
pwc.com) provides industry-focused assur-
ance, tax and advisory services to build pub-
lic trust and enhance value for its clients and
their stakeholders. More than 155,000 people
in 153 countries across our network share
their thinking, experience and solutions to de-
velop fresh perspectives and practical advice.
PricewaterhouseCoopers opened an office in

Yerevan in September 2007.

Before joining PricewaterhouseCoopers, the
author spent 15 years with the New Zealand
Inland Revenue Department working in both
operations (nine years) and international tax
policy (six years). With PricewaterhouseCoo-
pers, he has spent six years consulting in the
Philippines and two years in Ukraine before
coming to Armenia in August 2008.
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Jud GnyGhuly swrhG brym wlqud, wry-
ot dwdwlwyh wqnbgnpmGi wytih dGO
(Gecwlwlnpmbl YmGhGw  Juowjurnipjuwlb
hwdwr: Gpk' wyn, wmu wryyn’f wignuiwghG
JuiGnGp quqnh wyn wryyniGfGtirh Yyraa, wyGmbu
nr GG JurnnubwGf wydtjh hwiwunmuswu-
fuwG (nond Yhrwnk] hiswquynud:

Nrfwln] mbtsf £ hwrjuyhG  dwrdhGGlmp
nrnend plngmGEG  GujufwG  ortiGth Yhrw-
nnip: Jwuwlulb orhlGuy E dwnuwymd wyl
muwhuw(op, nr YriGuyh hwrinip pugwnnn
huiwdwjGwghrp  Jhrwntim  hwdwr — hwrly
Jswrnnp  GuwpfwG wyn  hwdwdwjGugrh
nroypltirh Yhrunnip mbsf £ ghdh hwruyhG
JwrdhGGbr: Gpbh huwdwdwybGugrh nroyplhp
husw GG, b hwrjuyhG dwrdhGGlrp deswmtiu
hGwruynrmpyniG mGEG sniqulGhm hwruyhG
gnrowuhG muiuwu hweywrwd hwrltirh
hwdwr, tpt hwruhG gnrowuip upuwg
L, wmuw hGspG £ oglnd YrGwlh hwrlndp
pugwntint  hwdwr phdmd  Ghruywgltipnt
gqnropGpwugp: Gpl wynmbu k, wmuw ustinoynud
E hGwrwynrmpynil wyl y&wrniGtirp nynirwg-
Gtint hwdwr, nrnGf mbsf E quGdytG ghinod
Gtrjuywugllint  gnroplpugh  dwdwlwl, b
wqustiwl hwdwr, nrp srynud £ wyG nlimftrnud,
tirp wyG, hwjwGwpwr, smbisf & srytir:

Gpti  Junwywrnipynilp guwlubnd L, wmuw
wyG mbsf £ &mbG (hGh Yuswrbint wGowb
thnthnfunipyniGGtir, nrnGf Jurnn GG 0GOS ogqnis
plirtp clnrhhy wybjh QuGfowstutih hwrquyhG
hwdwluwrgh b, hwiwmuwswufuwluwpwr, wykih
jw] phaGliu Showwyrh:
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SmuwynrnipyniGGtr druwuswlhg.
Uwrswhruybir <uyuwuswlnud Udkirhugh
wnbsrh mujwshG

dbtsrjurh ytirghG hG& Yh&wlybkg 1hGh Jdrwu-
swlnd, trp dbr hwrbwG bryrh Nwjwsp pr
ormjurgnid niGtr vh fwGh hwruyhG fubnhrGhr:
Unwohlp” dJrwuswGh $hGwlulbrh Gujuwrw-
rmipjul Ynnihg JdrwuswGh UndtinG hwruyhG
grth (nyu pGowyniG kr: Grirnryp’ Undhsth dnnnyG
tr, nrstin dngtd Qniptilpugn’ YrjGuwyh hurldwG
huwdwdwyGugrtirh qgony wdtirhjugh dwuGugbsp,
tnyp niGiguy druuswl-UUG hwruyhb hwdw-
dwyGwgrbrh hinwGyurGhrh Yyerwpbgug:

Uh fwGh Utstr wmchgrhG hGd: Unwohlp'
Jruwswlh GuuwdbinGmpymGG tr, nr hwrughG
dhowyuwyrp nuinGu wybjh fugwytirnn GhirnrnnGtirh
hwdwr: UwuGuwynrwumbtiu, wGhrwdtics L Gebip
wyl Guwjuwgodtirp, nrnGf YYrdwstl ns ntighntiGsh
cwhwpwdhGGtirh b snnuGtich cwwhmpwhwrfhnrog-
fusuthp dhGsh 0%:  Jrwuswlp nhinlu fulinhrGbr
nGh: bGsmtu b <wywuswlnud, Jrwuswlinid
GnyGmbtu YryGuyh hwrjdwl hwdwdwjGughrm
Yhruntijm hwdwr w6hrwdbics £ wlglt] owlr
hwuswsdiwl qgnropGpugny (hd  YJurohfny nu
wlhrwdtics sk, wcfuwrhh cws bryrGhr smGEG
wynmhuh  dtkjuwGhqiGtr, nroghtish  hwrughG
gnrowuih Ynnihg vjuwh phimfod smquGfGtrG
wmuwhnynud GG pujurwr muesmuGyuonipyni():
UjGnthwlnbird, tu hwlGnhmbtgh dh fulh oswrbirlrju
funrhrpusniGtirh  hts, ndftir  wGdhowljwlnrtiG
wctuwsnid EhG hwrjuyhG b hGuwbGuwlub dwrdhG-
Gtirh hts® wmowlgtiiny hwiwluwrgh purtjuydwin,
b smuynrnipyniGG wyGmhuhG k, nr druwuswlp cws
wytith pwg b wrswthG qunuthwrGhrh wnniing,
ful <uywuswlp:

Griyrnmp” Muyush gnroniGtmpjul dwurpuy
E: b rnidG hwrljuyhG hwrgbirhG Jbrwptirnn Grnt
hwlnhmnuiGhrh” Juqiuybrmytg we MNuwjwsh
Unnihg, nrstin trynt funuGuyGhmp Ghund EhG
hrtiGg JurohfGhirp wyG pwGh cnirg, pli hGsmbtu
pwcfulip UUb-h Ynnihg funuswgqud 1 dim UUL
nnqur ShGwlGuwlub oqlnipymbp: {wjwlwpur,
ukGf mbsf £ uw phswrfbGf nrmbu dwrswhruybr
Lwjwuswlh mujwshG:

Udtrhuwyh websth muwjwsh hwruyhG Ynthsth
Ytrmulqlnuip YJurnn E puy uhgp nunGuy:

<LtnhGulp nbjujuirnd E <wjwuswlind
OrwjuninplirhwiniuGnimbiru pGybirni-
puli hwruyhG b  prujupuGulpui
pwdhln: Orwjuninpirhwniubnimbiru
pGytirmpynip  (www.pwc.com) wlg-
quglnid [ wrynbupbrnipynGGtrh
wninhs, dwsnigmd . hwruyhlG b
[unrhrpwsyuljuGh ownwynipynilGhr,
dtinf phrbny hwuwrwynipjul  Jusw-
hnipynilip b dtowglbhynm] hwg&wfunrylGlrh
L Grulg cwhwrenillirh  Gurlnrnip-
gnilip:  CGLLrmipyniGp  wcfuwrhh 153
tryrGtrnid mGh qrwubGulyGlr, nrstn
wybjh  fwl 155,000 wcfuwswhglbir
Jhunid GG prtiGg hwdpGnhwinir dsfbrp,
thnrdp U ymonudGlirp, nrnlg Gmuswll
[ ustinoty Gnr htinwGhuwrlbr b qnroGu-
quG  funrhrpwsynipinii  srwdwinrbj:
Oruwyuninpbirhwniubnimbiru plGytirnipjul
huwywuswljulG qrw-ublyulh pwgnidp
stinh L niliigly 2007 p. uimstidpbirh(:

Vuwfufuli @rujuninplirhwniuUnimbirunid
weluwstjpn™ hbnhGwlp cnirg 15 swrh
wefuwsty E 'Unr Qbpulinhuyh Mbswlul
GhwdnisGlirh  gnrowluinipynilinid  (hGp
swrh) b Uhowqquyjhl hwrluyhlG funu-
fululnipjwl pwdnid (Ybg swrh):
Luwfufwl 2008 p. ognusnuhl <wjwuswli
quijp, htnhGwlp kg swrh wcfuwst] Lk
OruyuninpbirhwniuGnimbiru plybrnipjul
dhihmpGyjuG gruwubGulnd, wjlnihtish
trym swrh® pGhbrnipjul  (ijrwupGugh
qrwublyulnid:
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AmCham Members by Sector

Banking & Insurance
ArmSwissBank

Cascade Capital Holdings
Converse Bank Corporation
First Mortgage Company
HSBC

IngoArmenia
London-Yerevan Insurance

Washington Capital

Business & Financial Services
Advanced Engineering Associates

Alpha Plus Consulting

Ameria

Arlex International

Booz Allen Hamilton

Business Support Center
Concern Dialog

Ernst & Young

Firmplace

Grant Thornton Amyot

IAB Centre

International Consulting Group
International Legal Consulting
KPMG

Nasdaq OMX

Peak Realty
PriceWaterhouseCoopers
Resolution Apahovagrakan Broker

Consumer Goods
ArsOil

British-American Tobacco
Coca-Cola HBC Armenia

Made in Armenia Direct

Megerian Carpet

Nina Hovnanian Couture

Philip Morris Management Services

Sevan

Energy & Mining
Armenian Copper Program
Blackstairs Energy Armenia
Hereward Resources

SolarEn

Information Technologies
Arminco

Computer Service
Credence Systems
Hylink

Intracom Armenia
Microsoft

National Instruments
Synopsys Armenia
Unicomp

Virage Logic International

Infrastructure Development
Globalink

Gosselin Yerevan

Hovnanian International
Unitrans

X-Group

Zeppelin Armenia

Marketing & Promotion
DG Contact
McCann Erickson

Mineh Printing Company

NGOs & International Organizations
Academy for Educational Development
Armenian Assembly of America

British Council

Cafesjian Museum Foundation

Eurasia Partnership Foundation

IREX

RTT International

Social Protections Systems Strengthening Project
USDA CARD

Tourism & Hospitality Services
Armenia International Airports
Armenia Marriott Hotel
Austrian Airlines

British Midland Airways

Hotel Meg

Jazzve

Levon Travel

Square One

Tufenkian Hospitality
RENCO

Miscelaneous / Other
American University of Armenia

Armobil Security Service

Citadel Business Center
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