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Since January 1, 2018 all the tax relations are being regulated by the new Tax Code of the Republic of
Armenia which was accepted on the 4" of October, 2016. The Tax Code replaces a number of special laws and
government decisions that were in force before. The legislative centralization of tax system has led to a number
of changes in different regulations starting from tax base amounts till the relations between private and public
sectors etc. Hence, there is a need to present all the new changes and close relations. Particularly, this article is
to reveal the differences between old version of tax control mechanisms and their new application by new
system.
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Introduction

Among the functions of economic management and the state governance functions of the
Republic of Armenia is the implementation of control in the field of tax accounting whose
mechanisms are mainly defined by the tax codes. Taking into account the fact that the field of tax
relations in the Republic of Armenia is regulated by the new Code since January 1, 2018, the
importance of understanding and implementing new mechanisms of tax control in the tax system is of
practical importance.

Conflict setting

Taking into account the application of the new Tax Code, the revealing of the differences
between the old and new tax codes and determining the directions of improvement gets important
scientific practical significance. Based on this purpose, the following problems have been identified
for the solution:
> To examine the shortcomings and omissions in the tax codes that limit the tax field;
> To establish more effective control mechanisms and levers of their implementation.

Research results

Till January 1, 2018, the tax control mechanisms in tax accounting of the Republic of Armenia
have been defined by the RA Law regulations on inspection and conduct in the Republic of Armenia
[1]. The law regulates the relations of organizing and conducting the checkings of operations in farms
of RA and also it defines the joint set of their implementations. The Tax Code [2, section 17] defines
more clearly the tax control and the ways of its implementations which are:

1) tax checking,

2) tax studies,

3) other operations defined by the Code and the laws of RA implemented within the
framework of tax administration.

The Code also establishes the publicity of the controls, investigations or studies that have been
made according to which the tax authority downloads the report on tax inspections and studies
completed during the previous fiscal year on its official website till February 1 of each tax year.

The tax authority has the right to carry out 2 types of checkings: complex and thematic due to
the previous regulations and Tax Code within the tax control. According to the Tax Code, the
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complex tax checking is a verification of compliance with tax relations regulating legal acts and also
other requirements of legal acts that authorize the tax authority. We can say that the essence of the
complex inspection formerly regulated is the same as the Tax Code. Here the main difference lies in
thematic checks. The scope of the thematic checks with previous regulations was too wide and
unclear. However, the new Code defines specific types of tax inspection:

1) Checking of the accuracy of cashier machine,

2) Checking of the accuracy of basic data and coefficients specified in the code,

3) Checking of the accuracy of excise stamps and/or stamp seals,

4) Verification of the application for employer by an employee in the way prescribed by law
and (or) an application for registration.

According to the Law, the verification is a procedure by which the reliability of the
calculations, baseline data and other documents provided by the business entity including the reporting
entity, declarations, taxes and other mandatory payments and the actual compliance of the latter with
the requirements of laws and other legal acts are determined. By this law the tax authorities could
carry out inspections in two ways: by study and chamber (office) methods. In the case of the study, the
tax authority carries out the inspection in its office, and in the office case at the business entity.
According to the new Tax Code, the terminology of the above mentioned checkings has been changed
and under the name of "chamber" we understand the internal, i.e. the checking carried out in the tax
authority. And the checking carried out at the business entity are now referred to as "outgoing"
checking.

In the framework of tax audits, complex tax inspections are planned through a risk-based tax
audit system. By means of risk-based tax inspections, the tax authority targets these areas and those
taxpayers who are more risky. The director of the tax authority approves the annual program of
complex tax inspections beginning from July 1 for the tax period till July 1 of the tax year following
the approval of the program. These terms were the same according to the previous regulations.

According to the New Code and previous regulations, the frequency of complex tax
inspections is defined by the following classification of risk degree:

1) In case of high risk not more often than once during the tax year;
2) In case of average risk not more often than once in three gradual tax years;
3) In case of low risk not more often than once in five gradual tax years.

The legal bases of re — inspections are more detailed and wide ranged by the Tax Code.

The tax inspection shall be carried out on the basis of a written instruction from the head of
the tax authority. According to the previous regulations, the assignment could be substituted by the
"order". In both cases the assignment shall be submitted to the taxpayer at least three working days
before the commencement of the inspection starts (which does not include the date of the inspection
notice).

The taxpayer shall have tax inspection term set by the verification order for no more than 15
unceasing working days. This term can be prolonged for up to 10 days and if the turnover of the
company being the subject of the audit exceeds 3 billion drams, then the term can be prolonged up to
75 days.

The previous check-in results were summarized either by the act or by reference. The
reference was given in the case no verification was detected as a result of the inspection. Otherwise,
the verification act was compiled. However, according to the new Code, the reference was replaced by
an act. If there are no violations, the act is drawn up and signed at once, and, if there is any violation,
the act should be written down. The taxpayer may submit objections to the act within ten working days
following the date of receipt of the act or inform in written form on the absence of objections.

The new Tax Code has outlined the content of the verification act and the attached documents.
In the past everything was included in the act, but now the list of documents attached to the act is
clearly defined.
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Next method of tax inspections is tax investigation. Previously, tax audits were presented very
concisely, without any explanation and necessary definitions.

According to the Tax Code, the tax audit is a procedure aimed at identifying the compliance of
the tax authority with the requirements of the legal acts and the prevention and elimination of
violations of these requirements as well, their identification, the tax liability presented in the manner
prescribed by the legal acts that govern the tax authority and the responsibility for detected violations.

Tax investigations are also implemented by office and outgoing methods.

The purpose of the office investigation is to find out the following through tax audit and the
study and analysis of information which are reported to tax authority:

1) tax calculation accuracy;

2) compliance with the comparable indicators and data available in the same tax
calculation;

3) compliance with the comparable indicators of different tax calculations and data
presented by the same taxpayer to the tax authority;

4) correspondence to the comparable indicators and data of the tax calculations and
information submitted to the tax authority;

5) the compliance of the taxpayer with the election requirements of tax system (including
special) to the legal acts that empowers the tax authority;

6) possible distortions of the requirements of the legal acts that entrust the control over

the tax authority.
The types of outgoing tax investigations are:

1) Checking purchase — the tax authority can have control purchase aimed at the
research of following the rules and demands of the tax items of the taxpayer, tax bases and the
calculations (estimation) of tax liabilities, withdrawal of tax documents, control of cash machines and
applying of cash registers, registration of foreign currency purchase and sale transactions and
introducing of excise stamps and establishing of the performance of currency transactions.

2) Measurement — the tax authority can have certain measurements on factual amounts
of calculation of tax items, tax bases and tax liabilities of the taxpayer, actual volumes of production,
mining, realization, turnover and the implementation of works and (or) services, the deficiency of the
balance and the determination of the actual selling prices as well.

3) Opposite study.
4) The study of reasonableness of the amounts apt to the single account.
5) The study conducted for the purpose of meeting the inquiries of the authority of the

foreign country in accordance with the provisions of the international treaties of the Republic of
Armenia for the return of the amount of the tax paid from the sources of the non residents of the
Republic of Armenia.

According to Law Code each type has its own peculiarities, the order of implementation, the
purpose, the terms and the regulations of legal relationships of the parties.

Thus, comparing the new Tax Code with previously existing laws and regulations, more
available regulation of tax control mechanisms by the Tax Code becomes evident.

Here the rights and duties, legal relations and powers of the tax authority and the business

entity are clearly defined.

The mechanisms of control defined by the Code are aimed at providing effective tax
mechanisms for shadow turnovers thus improving the new tax mechanisms and information
technologies during the operation of Tax Code.

Conclusion
In this article the theoretical and practical approaches to the tax control mechanisms formed in
the field of tax auditing and the results obtained during the study as well can have positive effect on
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the improvement of the activities of commercial organizations and thus contribute to the improvement
and performance of the financial and economic activities of these organizations.
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MEXAHMW3MBI HAJIOT'OBOI'O KOHTPOJIA B PECITYBJIUKE APMEHUA
COI''TACHO HOBOMY HAJIOI'OBOMY KOAEKCY

JILA. Kouapsin

Apmsanckozo I'ocyoapcmeeHH020 SKOHOMUYECKULL yHUBEpCUmen

Hauunas ¢ sneapsa 2018 200a éce manozoevie omuouleHuss 6 ApmeHuu pezyaupylomcs HO8biM
Hanozcosvim xodexcom Pecnybnuxu Apmenust, komopwlil 6vin pamupuyuposan 4-o2o oxmsops 2016
200a. Kodexc 3amensem psao pasnuyHelx 3aKOHO8 U NOCMAaHOGIeHull npasumenscmea PA, xomopoie
Oelicmeosany 00 6HeOpeHUs YeHMPAIU308aHHOU HALO2080U CUCMeMbl U Gbl36d1 PO UBMEHEHULl 8
DA3TUYHBIX  HOPMAMUBHBIX AKMAX, PeYIUpYIOWUx Kak UCUUCIeHue HAN02080t 0Oasvl, max u
OMHOWEHUS. MENCOY HACMHBIM U 20cy0apcmeenHvim cekmopamu u op. Credosamenvio, 803HUKAEM
Heobxo0uMocms NpeocCmasums 6ce HO8ble UMEHeHUs U nepexoonvlie omuouenus. B cmamuve, 6
YACMHOCMU, PACKPLIBAIOMCA PASIUYUSL MENCOY CIAPOU 8epcueli MeXanu3mMo8 HaN0208020 KOHMPOTA 8
PA u noeoii cucmemoti koumpors.

Knrouesvie cnoea: HanoroBelii KOJEKC, MEXaHU3Mbl HAJIOTOBOTO KOHTPOJIS, MPOBEPKHU, (PyHKIIMN
cneunpUKaUU PUCKA, PA3TUIUS
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