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INTRODUCTION
This Manual has been developed by the World Bank ‘Supporting Tax Administration and Policy Leadership’
(STAPL) project (hereafter, the “Project”) which was financed by UK Government’s Good Governance Fund.
Tourism is a social, cultural and economic phenomenon associated with moving people out of their permanent
residences. The role of tourism is essential in establishing a connection between the economic growth of the
country, satisfaction of the needs of the society and in establishing relations between the countries. At the same
time, it is a significant source of income and has become a source of income in many countries for decades.
Tourism is one of the most dynamically developing sector of the world economy, which is still in its developing
phase in Armenia.
Development of the tourism sector depends on correct, targeted and professional management of that sector,
involvement of educated and knowledgeable staff, and the variety of services. Therefore, in order to ensure
effective tourism activities, appropriate professional knowledge and skills are required.
The objective of the Tax Manual on Tourism Sector (hereafter referred to as the Manual) is to support economic
entities operating in the sector of tourism by presenting regulations arising from tax relationship in terms of
activity of this sector as clear and comprehensible as possible.
The Manual is prepared for both the beginners, as well as for taxpayers already undertaking activity in the
tourism sector.
The Manual presents information on tour operators, that is, entities that carry out entrepreneurial activity in
tourism sector, as well as main concepts that are widely used in this sector, tax systems in Armenia and
peculiarities thereof.
Peculiarities of tax calculations in case of undertaking tourism activities in different taxation systems will be
separately analyzed. The Manual demonstrates various practical cases that can help users to understand different
situations and to calculate corresponding taxes. The Manual is not a normative legal act, and therefore no
references can be made to it for legal purposes*.
This Manual presents general information on entities undertaking activity in the tourism sector, as well as
identifies taxation peculiarities per tax systems and tax types – for activities acting under the general taxation
system (VAT, profit tax) and special taxation systems (turnover tax, micro-entrepreneurship).

*Note: Views and findings expressed do not necessarily reflect the official policies of the UK Government, World Bank,
the World Bank Executive Directors, or the governments they represent.
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SECTION 1 – ESSENTIAL INFORMATION ABOUT PERSONS/ENTITIES CARRYING OUT
TOURISM RELATED ACTIVITIES
Tourism activities in the Republic of Armenia (hereinafter referred to as the RA) are regulated by the RA Law
on Tourism and Tourism Activities, which defines the main concepts of the tourism sector. Below are presented
the main concepts that are applied with the same meaning throughout the entire text:
Glossary of the main concepts
Tourism - activities performed by the citizens through traveling for education, recreation, rest, sports, religious,
professional, business and other purposes from the place (country) of permanent residence to other place
(country) for a maximum of one year in a row without interruption.
Tourism related activities - activities performed by legal entities, individual entrepreneurs for rendering tourist
services.
Tourism related services - services rendered to tourists and directed to satisfaction of their needs for placement
in hotel services (i.e. accommodation services), transfers, tours/excursions, in organization and provision of
food, actions of cultural, sports nature, the organization of rest, entertainment and other services.
Subject of a tourism industry - tour operator and travel agent.
Tour operator – a legal entity or an individual entrepreneur performing activities targeted at development,
promotion and realization of a tourism related product as a result of which the tour package is provided.
Travel agent - a legal entity or an individual entrepreneur performing activities for promotion and realization of
a tourist product as a result of which the tour package is provided.
Tourism related product – a complete set of tourism related services.
Tour package – a set of tourism related services that includes at least two functions of the rendered services in
relation to transfers (and related thereto) and hotel (and related thereto) services (hospitality services) and also
with the services that are not connected with transfer and hotel services and constitute an essential part of a
tourism related product. Duration of the service rendered by a tour package should exceed 24 hours or include
at least one overnight stay.
Hotel services (hospitality services) – placement, accommodation, food organization and serving, and other paid
accommodation services. Minimum hotel services are the following daily services: bed decoration, cleaning of
accommodation and bathroom provided to customers.
Hotel Object/Objects of the hospitality industry - Hotels, motels, hotel-type resorts, sanatoriums, rest-houses
and specialized camps, boarding houses, tourist, children-camp accommodation (complexes), guest houses.
Public catering service - a set of services provided by the seller to meet the needs of consumers in relation to
food and rest.
Public catering servicing objects - a building, structure or other place constructed or equipped for the purpose
of serving public catering service.
Transportation services/transfer services - transportation services/transfer services paid or made in the
procedure defined by the law, provided that the owner or user of the vehicle carries out transfer to meet the
transport demand (needs) of citizens or legal entities
Carrier - a legal entity or an individual entrepreneur providing passenger, luggage, cargo and mail transportation
services, carrying out delivery activities, as well as a physical person not being an individual entrepreneur
carrying out transfers by one car-taxi.
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Tax Agent – tax agent is an entity, an individual entrepreneur or a notary paying income to taxpayers, and
registered as a taxpayer at the tax authority, and having the responsibility, when paying income to taxpayers,
to calculate taxes or fees levied on that income, withhold them and to pay to the state budget.
On Subjects of the Tourism Industry
The law regulating tourism related activities defines certain conditions and requirements for persons/entities
operating in this sector. According to the law, a person or entity engaged in a tourism industry should have an
office space on the basis of ownership or use and the office must meet the following requirements:
1) Name of the tour operator or agent and a sign-board representing nature of the activity;
2) Availability of modern means of telecommunication;
3) Availability of appropriate offices where services may be rendered to customers (chair, armchair, etc.)
Activities of a tour operator shall be carried out by the persons/entities that develop and sell:
1) Tours and accommodation services;
2) Services directly related to organization of tours and accommodation; in particular, transfer contracts or
ticket sales, booking of hotel facilities, as well as tourist accommodation, food organization and delivery
services;
3) Organized services of tourists for leisure and educational purposes, in particular, museums, monuments,
visits to other tourist favorite objects;
4) Tour packages;
5) When organizing and delivering congresses, conferences and other similar events, services directly
connected with organizing tours and accommodation, as well as services directly connected with organizing
visits to tourist related objects;
Activities of a tour operator shall not be implemented by those persons/entities that:
1) When selling transfer contracts or tickets, booking accommodation at hotels, as well as organizing tourist
accommodation, catering and serving, render the product they produce;
2) Are engaged in the sale of surface transfers, use intermediary services of one or more passenger carriers;
3) Perform only rail transfer, and other related additional transfer services rendered by the tour operator or by
other carriers.
The following information should be posted in the office of a tour operator in the area visible to customers:
1)
2)
3)
4)
5)

A copy of the state registration certificate;
Model contract signed with the customer;
Copies of documents issued for the sale of tourism related products;
Advertising materials related to the tourism related product developed by the tour operator;
Information, advertising and other materials representing Armenia.

Activity of the travel agent is considered to be a mediated sale of the tourism product in relation to information,
advertising and other materials representing Armenia as a tourist destination, and includes sale of tour packages
developed by the tour operator.
The following information should be posted in the office of the travel agent in the area visible to consumers:
1)
2)
3)
4)
5)
6)
7)

A copy of the state registration certificate;
Model contract signed with the customer;
Copies of documents issued for the sale of tourism related products;
Advertising materials related to the tourism related product developed by the travel agent;
Information, advertising and other materials representing countries of arrival;
List of countries with dangerous infections;
Information materials on passport and visa applications;
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8) Information on national customs, religious rites, sanctuaries, nature, culture, history, other objects of tourist
interest, specially protected monuments, legal, religious requirements, prohibitions, which are necessary
during the tour.
On Hotel Services
The following are features that are typical to certain objects of the hospitality industry:
Hotels are the objects of the hospitality industry, where hotel services are provided in one or more buildings
that have at least 10 rooms of which at least 5 with single or double rooms.
Motels are the objects of the hospitality industry located near roads, where hotel services are provided in one or
more buildings that have at least 10 rooms of which at least 5 with single or double rooms. Motels also provide
car parking and maintenance services.
Hotel-type accommodations are the objects of the hospitality industry, where hotel services are provided in one
or several buildings and have at least 5 rooms.
Tourist accommodation (complexes) are the objects of the hospitality industry, where tourist accommodation
services are provided, self-service facilities are provided and which have at least 20 beds for overnight.
Guest houses are the objects of the hospitality industry, where overnight service is provided in the area of one
building or apartment; catering services are also organized and rendered.
The person providing hotel services, should specify the type of the hotel object, in the manner and procedure
defined by the Government of the RA. This is to clearly distinguish and present the hotel object visibly to
customers from outdoors, as well as when presenting the hotel object on the website or in advertising materials.
It should be noted that the peculiarities and classification of hotel objects mentioned above are defined by the
law regulating the sector. However, in terms of application of the tax legislation there is no distinction by hotel
objects, except for rendering of hotel services through guest houses. In terms of taxation, the focus is on the
nature of the transaction (for example, whether it is a supply of goods, or rendering a service), the type (public
catering, transfers or overnight services) and how they are taxed.
While, the nature of the transaction (for example, whether it is a supply of goods, or rendering a service), the
type (public catering, transfers or overnight services) is clear with respect to the application of the taxation
legislation and method.
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A hotel service provider should post the following information in a place visible to customers:
1) Information on the name of the hotel object and quality certification procedure (if any);
2) List of services provided and the price list of basic services related to accommodation (overnight, and, if
available, all inclusive option of the food);
3) Information certifying the possibility of providing services to the disabled.
Violation of these requirements generates imposition of a penalty in the fifty-fold amount of the basic duty.
It is prohibited to present or advertise a hotel object in a type that does not correspond to its type. It is prohibited
to use a quality certification mark to represent or advertise a hotel object that does not have a quality certification
that corresponds to the mark used, etc. Violations of these requirements result in liability in the amount of two
hundred-fold of the basic duty.
Terms and procedure for provision of hotel services, as well as terms and procedure of quality certification of
hotel objects are defined by the RA Government Decree No 946-N, dated 10.06.20041. The body implementing
control over the compliance with the specified requirements is the body qualifying hotel objects of the
hospitality industry, that is, the Ministry of Economy of the RA.
On Public Catering Services
Types of public catering objects are: canteens, restaurants, cafes, bars and other culinary products preparation
and sale objects. The public catering object should be provided with appropriate equipment to ensure the
technological process, as well as with the property intended for carrying out public catering activities. All types
of public catering objects should have access to pedestrian roads towards the entry of the object, necessary
information boards and bathrooms. The public catering object should have the type-approved, calibrated
measuring devices, and the seal confirming that it meets the requirements set by the Government of the RA.
On Transportation/Transfer Services
The following types of transportation are defined by the RA legislation: automobile, railway, air, water, surface
electric and metro. All the mentioned types are used in the RA. As a general information, it should be mentioned
that, transfer of passengers is carried out based on transfer contract. According to the passenger transfer contract,
the carrier is obliged to transport as well the luggage to the destination, and the passenger is obliged to pay the
fare and the luggage transfer fare. In the cases specified by the legislation, the ticket and the account of the
luggage are attached to the contract. In accordance with the passenger transfer contract, the carrier is obliged to
ensure security of the passenger, to provide the necessary conveniences and service conditions, while in case of
availability of the luggage, to provide its timely transportation and maintenance. If the carrier refuses to continue
the transfer, he/she is obliged to transfer the passenger to the place of destination at his / her own expense or to
compensate the damage incurred by the passenger due to breach of the contract. The carrier is liable with his/her
property for the damage caused to the health of the passenger during the transfer.
Marketing Tourism-Related Services through the Internet
Taking into consideration that this Manual is intended to support entities actively operating in the tourism
industry, in this section we will focus on internet marketing. Accurately selected marketing policy and targeting
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may increase efficiency of the business and may strengthen its reputation against competitors. Taking into
account that the users of tourism-related services in Armenia are mainly foreign tourists, tour operators should
be properly represented not only on Armenian but also on international online platforms (portals). There are
both narrow thematic destination portals (for example, www.booking.com - only hotels and hotel resorts), as
well as portals representing a wide range of tourism-related services (resorts, restaurants, family vacations, etc.).
In order to register on portals, entities operating in the field of tourism should first have an e-mail address. Email can be created for free on one of the popular websites (for example, www.gmail.com, www.mail.ru,
www.yahoo.com, etc.). The registration procedure on portals includes filling in data on tourism services
(online). E-mail can be created for free on one of the popular websites (for example, www.gmail.com,
www.mail.ru, www.yahoo.com, etc.). Registration procedure on portals includes filling in data on tourism
services (online). The required data mainly refer to the geographical location of the place of tourism (the address
or the location should be indicated on the map), the services provided, tariffs and payment methods. A more
detailed description of these services and other benefits helps tourists to make their choice more easily. It is
very essential to post pictures of a tourist attraction on the portal.
Tourist portals, as a rule, do not charge a registration fee from registrants, however, they charge a commission
of 5-15% of the booking cost for each order. Portals provide their customers with the opportunity of different
payment methods in hotel facilities. Therefore, in order to cooperate with portals, it is necessary to have the
appropriate payment acceptance infrastructure (for example, card payment acceptance device, bank account for
transfers). The table below shows the amounts of commission fees of the main travel portals and the
requirements of tourism-related service providers for payment methods.
Table 1: Main Data of Popular Travel Portals
Webpage

Com. fee
12-15%

www.tripadvisor.com
www.booking.com

15%

www.airbnb.com
www.bedandbreakfast.com

3%
8%

www.armhotels.am
www.hotel.am

10%
10%

www.allhotels.am

10-15%

Payment
methods
Online payment
Cash and/or
Online payment
Online payment
Online payment

Online payment
Cash or bank
transfer
Online and/or
cash payment

Other peculiarities
Allows to compare prices of similar
services in other online systems
Allows to present the offered service on
other travel websites (for instance,
Expedia, Priceline, etc.)

Operates also in B2B format and is a
reservation portal for tourism agencies

Need to Know about Price Quotations and Payments
There are certain restrictions in terms of making quotations and payments in foreign currency in the RA.
Awareness of tour operators and compliance with these restrictions will prevent them from being liable and
from incurring financial losses.
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In case quotations of transactions, which according to the law shall be made in AMD, the foreign exchange rate
may also be stated in contracts and in initial (accounting) documents referring to those transactions.
Illustrative Example 1.1
"Operator" tour company sells a tour package to a foreign citizen, the cost of which is AMD 500.0. The
contract specifies that the cost of the tour package is AMD 500.0 and the foreign exchange rate that was
applied during the calculation of that cost is as follows: USD 1 is equal to AMD 485.
Restrictions on quotations are not applied to the sale of air tickets, advertisement of different tour packages
posted by travel agents, tour operators in the Internet or in different social networks. The Internet and social
networks are not considered to be in the territory of the RA. Hence, public offers and advertisements in the
Internet may be quoted in foreign currencies.

Illustrative Example 1.2
The RA resident travel "Agent" company sells a tour package upon delegation of a tour “Operator" company
considered to be a UAE legal entity, the cost of which was equal to AMD 485,0 thousand. In accordance
with the contract signed between these organizations, 10% of the revenue from the transaction is the
commission fee of “Agent” company. In this case, “Agent” company transfers USD 900 (1000-10%) to the
bank account of a non-resident “Operator” company. The applied foreign exchange rate is USD 1= AMD
485.
Payment by a non-resident individual (a foreign tourist) to a legal entity resident in the RA and to an individual
entrepreneur shall be made exclusively in AMD, that is, foreign currency payments made by an individual
through foreign banks and payment- settlement systems shall be made to the AMD account of the resident legal
entity of the corresponding bank2.
Taxation of Subjects of the Tourism Industry in the RA
Subjects/entities engaged in tourism activities may operate in general (value added tax (hereinafter referred to
as VAT) and profit tax) or special (turnover tax or micro-entrepreneurship) taxation systems, taking into account
the restrictions provided by the RA Tax Code (hereinafter referred to as the Code).

2

RA Law on Currency Regulation and Currency Control, Article 7, point 3.
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In addition to other restrictions, the table below shows conditions on sales turnover and number of employees
that the taxpayer must meet to work in the relevant taxation system.
Table 2: Conditions for Undertaking Activity in the Taxation System
Taxation system
General
(entity
and
individual
entrepreneur)
Turnover tax (entity and individual
entrepreneur)
Micro-entrepreneurship (entity and
individual entrepreneur)
Micro-entrepreneurship (individual)

Sales turnover of the previous
year
No restrictions

Number of employees

AMD 115,0 million

No restrictions

AMD 24,0 million

No restrictions

AMD 24,0 million

Cannot have hired
workers

No restrictions

Rules for Determining the Tax Base for Service Transactions
Irrespective of the fact that taxpayers in the tourism sector operate either in a general or special system of
taxation, when determining the taxation base of those taxpayers, the income is accounted for by accrual basis
of accounting. This means that the taxpayer records the income from provision of services based on the moment
of acquiring the right to receive income, regardless of the period of actual receipt of income. The right to receive
income within the framework of application of accrual basis of accounting is considered acquired, if the relevant
amount is subject to unconditional payment (compensation) to the taxpayer providing services, or the taxpayer
has fulfilled the obligations arising from the transaction or a contract; even if the time of satisfaction of that
right has been delayed or the payments are made in installments.
The right to receive income from the provision of the service is considered acquired at the moment of the
provision of the service. The moment of provision of services defined by the Code shall be considered to be the
moment that arises earlier than
1) The moment, when:
a. the service provider terminates the action in favor of the service recipient (including, per the stages
provided by the contract),
b. The service provider transfers ownership of the intangible asset to the service recipient;
2) the recipient of the service approves the settlement document issued by the service provider with regard
to the service transaction
If the moment of provision of the mentioned services cannot be determined in the procedure mentioned above,
the moment of provision of those services shall be considered:
1) the moment when the service organization or an individual person, in accordance with the service
contract, has acquired the right to terminate the service without returning the previously received
amount corresponding to the part of the service not rendered (except for the amount considered as
prepayment);
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2) on the last day of the reporting period, during which it became obvious that the recipient of the service
has already received that service at least in the given reporting period, and in the case provided for by
the service contract, the service set forth by the given phase.
Within the framework of rendering tourism services, the moment of providing services shall be considered:
1. For the tour operator, unless otherwise specified in the service contract, the moment of selling the tour
package;
2. For the travel agent, unless otherwise specified in the service contract, the moment of selling the tour
package;
3. For the hospitality industry entities, the moment of expiration of the term of services, and in case of
refusal of services by the recipient of services before the envisaged term, the moment of termination
of the rendered services;
4. For those who operate in the field of public catering, the moment the food is served;
5. For passenger transfer operators, the moment when the actual transfer service is considered to be
provided.
Documentation of Tourism Service Transactions
Companies/organizations and individual entrepreneurs are obliged to issue settlement documents defined by the
Code with regard to tourism service transactions.
For the purpose of ensuring documentation, tourism service providers that are VAT payers use the following
types of settlement documents to document their transactions:
-

Tax invoice (including, adjusting tax invoice);
Invoice without VAT (including, adjusting invoice without VAT);
Cash Register Machine (CRM) receipts (including, electronic CRM electronic receipts).

For the purpose of ensuring documentation of tourism service related transactions and operations, taxpayers
operating in the turnover tax system use the following types of the settlement documents:
-

Invoice without VAT (including, adjusting invoice without VAT)
Cash Register Machine (CRM) receipts (including, electronic CRM electronic receipts):

Regulation of the settlement document, its compilation, types, necessary requisites therein and other issues is
provided by the Code.
Issues related to issuance, cancellation, invalidation of settlement documents are regulated by the RA Decree
No 1257-N of the RA Government, dated 05.10.2017.
Tourism services providers that are VAT payers, shall issue tax invoices at 20 percent VAT rate at the moment
taxable transactions are made, while in case of zero VAT rate or VAT exempt transactions, an invoice without
VAT shall be issued.
If the service provided to the recipient of the same service includes both a transaction taxable at a 20 percent
VAT rate and a transaction taxable at zero VAT rate or a transaction exempt from VAT, a tax invoice may be
issued by differentiating between transactions and applying the corresponding VAT rates.
The tax invoice (the invoice without VAT) is a settlement document by which the following is stated:
1) Acquiring the right to receive income from the provision of services, moreover, not issuing the
settlement document shall not mean that the right to receive income has not been acquired.
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2) Recognition of the expense for receiving the service.
The Code provides for the data that are mandatory to be completed in the tax invoice (adjusting tax invoice)3
and the data that are mandatory to be completed in the tax invoice without VAT (adjusting tax invoice without
VAT)4.
If the tourism service is provided to a non-resident organization that does not have a permanent establishment
in the RA or to a non-resident individual who does not have a permanent establishment, a tax invoice (a tax
invoice without VAT) is issued for those transactions; in the absence of some data to be filled therein, the
following should be available:
1) a written contract concluded between the parties carrying out the transaction, in the procedure defined
by the RA legislation, where all the missing data indicated in the settlement document are specified and
a reference to that contract is made in the settlement document, or
2) a written power of attorney issued by the party conducting the transaction, which indicates all the
missing data specified in the settlement document.

Expenses incurred in terms of the services received in the framework of civil and legal contracts concluded with
individuals not considered individual entrepreneurs and notaries, in terms of services received from non-resident
organizations with no permanent establishment in the RA or an individual may be documented by other
documents not being a settlement document but drawn up in accordance with the procedure established by the
legislation, if they contain the data subject to mandatory inclusion in the tax invoice (tax invoice without VAT)
or adjusting tax invoice (adjusting tax invoice without VAT).
Issuing of the Tax Invoice, Recognizing it as Invalid and Cancellation Thereof
Settlement documents (a tax invoice, a tax invoice without VAT) are issued electronically, except for:
1) receipt of CRM;
2) documents containing confidential and (or) restricted information;
3) in case of impossibility to issue a settlement document due to the failure/malfunction of the
communication system or the software system of the tax body.
Companies/organizations or individual entrepreneurs are obliged to issue settlement documents for service
transactions.
In case the turnover taxpayer issues a tax invoice, he/she shall be liable for paying VAT in the amount of VAT
distinguished in the tax invoice.
The service provider operating a cash register machine in the procedure defined by Chapter 74 of the Code in
terms of the services rendered to residents may not issue a tax invoice or a tax invoice without VAT, if the
recipient of the service does not require a tax invoice or a tax invoice without VAT.

3
4

RA Tax Code, Article 55, point 4
RA Tax Code, Article 55, point 5
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The settlement document is issued at the moment of completion of rendering the service (including, per the
stages provided for by the contract). However, due to the peculiarities of the activity, settlement documents
(except for cash register machine receipts) may be issued:
1) in advance, provided that the services mentioned in that settlement document must be provided, or the
provision of services is completed on the day of provision of services or completion thereof, as specified
in the settlement document.
2) On the day of actual receipt of the settlement or payment document submitted with regard to the cost
of the service.
Organizations and individual entrepreneurs considered to be delegatees or agents supplying goods or performing
work or providing services under the contracts of delegation or agency envisaging a condition of acting on
behalf of the delegator or the principal may — on behalf of the delegator or the principal respectively —issue
tax invoices, adjusting tax invoices, irrespective of the fact of not being a VAT payer, where a power of attorney
to issue such settlement documents has been issued to the delegatee or the agent. In these cases the settlement
documents issued by the delegatee or the agent shall, in addition to the data thereof, be also completed with the
information pertaining to the delegator or principal5. Whether a delegatee or an agent deemed to be a VAT payer
or not, in case the latter acts on behalf of the delegator or the principal, shall issue a tax invoice, in case they are
deemed to be VAT payers, or shall issue a tax invoice without VAT, in case they are not to be deemed as VAT
payers. Settlements documents may be adjusted, canceled, as well as recognized invalid in compliance with the
Code and the RA Government Decree No 1257-N, dated 05.10.2017.
In case of cash settlements (including prepayments, partial payments) made by organizations and individual
entrepreneurs in cash or through payment cards or other payment instruments based on payment technologies,
the use of a cash register machine is mandatory when providing tourism services to residents.
The use of cash register machines shall not be obligatory for the sale of tickets for road transport, automobile,
water, railway, air transfer, as well as for cargo transfer.

Illustrative Example 1.3 (Tour Operator)
On May 10, 2020, "Operator" company sells a tour package to company "B" and issued a settlement document
on the same day. Moreover, the same day was considered to be the moment the service was provided; the day
of the service provision in the settlement document is May 10, 2020. Company "B" approved the settlement
document received, but paid for the services received on December 20, 2020. In this case, the moment of
provision of the service for the "Operator" company is considered to be May 10 and its income - sales turnover
is accounted for in the reporting period covering May.
Illustrative Example 1.4 (Travel Agent)
On May 10, 2020, "Agent" company upon delegation of "Operator" tour company, sells a tour package
developed by the operator to "B" company. On the same day, it issued a settlement document. Moreover, the
same day was considered the moment the service was provided; the day of the service provision in the
settlement document is May 10, 2020. Company "B" approved the settlement document received, but paid
for the services received on December 20, 2020. In this case, both for "Agent" travel company and "Operator"
5

RA Tax Code, Article 55, point 4
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tour company the day of the service provision is May 10 and the income thereof - sales turnover is accounted
for the reporting period covering May.
Illustrative Example 1.5 (Provider of Hotel Services)
A tourist booked a single room in "Hotel" company for the period from March 05, 2020 to March 10, 2020,
however, due to an urgent departure to another city, on March 08, 2020 he returned the hotel room ahead of
schedule. In this case, for "Hotel" company, the moment of the service provision is considered to be every
single day within the period from March 05, 2020 to March 08, 2020, and if the contract provides for that the
provision of the service is completed on the last day of hotel services, March 08 shall be considered to be the
moment of provision of services. However, if the contract provides for that the tourist is obliged to pay for
the services rendered for all days specified in the contract, regardless of the fact of not using services, every
day in the period from March 05 to March 10 will be considered the moment of providing the service, and if
the contract specifies that the service ends on the last day of the hotel services, then March 10 will be
considered to be the moment the service is provided. Income – sales turnover shall be accounted for in the
reporting period covering March.
Illustrative Example 1.6 (Passenger Transfer)
"Airline" company that is engaged in selling of air tickets, on March 05, 2020 sells two tickets for flights
from Yerevan-Prague, dated March 08, 2020 and from Prague-Yerevan, dated March 15, 2020 to "B"
company.
In this case, the moment of the service provision for "Airline" company is considered to be March 05, 2020,
since the service provider has completed implementation of the transaction, that is sale of tickets, in favor of
the service recipient.
Illustrative Example 1.7 (Tour Operator)
"Operator" company, which is considered to be a VAT payer, developed a tour package, which also includes
an air ticket. The cost of the package is 280 units, of which 100 units is the cost of the air ticket. It should be
noted that the tourist service is provided to a tourist who is a citizen of the RA: Thus,
In case of non-cash transaction, "Operator" company issues a tax invoice in the name of the tourist (if the
payment was made by a bank transfer and not in cash or through other payment instruments based on payment
cards or payment technologies), in which it specifies the cost of providing services 150 units + the amount
of VAT - 30 units, while for the sale of air tickets, "Airline" company issues a settlement document in the
name of the tourist, in which it specifies the cost of the air ticket - 100 units.
The VAT tax base shall exclude the amount paid by the tour operator or travel agent for international transfer
of passengers (RA Tax Code, Article 62, point 15).
If the tourist pays for the issued tax invoice in cash or through payment cards or other payment instruments
based on payment technologies (including prepayments, partial payments), "Operator" company shall
provide the tourist with a CRM receipt, on which the amount to be paid indicates the amount received at that
moment, except for the cost of the air ticket, then the total amount of the CRM receipt will be equal to 180
units. Here, it should be noted that if the payment will be made in cash or through payment cards or other
payment instruments based on payment technologies, for which a CRM receipt is obligatory to be provided,
then "Operator" company may not issue a tax invoice if the recipient of the service has not submitted such a
request.
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Illustrative Example 1.8 (Tour Operator)
"Operator" company that is considered a turnover tax payer, developed a tour package, which includes the
following services:
1.
2.
3.
4.
5.
6.
7.

Air ticket (cost - 100 units)
Hotel reservation (cost for four days stay – 90 units)
Breakfast (cost - 5 units)
Excursions (cost – 20 units)
Tour guide (cost – 15 units)
Transfer: round transfer - airport - hotel –airport (cost – 10 units)
Medical insurance (cost – 10 units)

Some of the services included in the package were purchased by “Operator” company from other companies:
Thus,
1. A delegation contract was signed with “Airline” company for the sale of air tickets, according to which
10% of the money received from that sale is its commission (in the case mentioned in the Example
above, it will be 10 units);
2. A hotel room was booked from "Hotel" company for which he paid 80 units;
3. Breakfast is served by "Hotel" company providing hotel services. "Operator" company paid 4 units
for serving breakfast to the tourist;
4. "Operator" company paid 8 units to "Insurance" company on for tourist medical insurance.
Thus,
In case of non-cash transaction (if the payment was made by a bank transfer and not by cash or other
payment instruments based on payment cards or payment technologies), "Operator" company issues a tax
invoice (without VAT) in the name of the tourist (in case of a request), in which the cost of providing
services is 150 units (90 + 5 + 20 + 15 + 10 + 10), while for the sale of air tickets "Airline" issues a tax
invoice (without VAT) in the name of the tourist, in which it states the cost of the air ticket - 100 units.
In case of cash settlements (including prepayments, partial payments) made in cash or through payment
cards or other payment instruments based on payment technologies, "Operator" company provides the
tourist with a CRM receipt, on which the amount to be paid is 150 units (90+ 5 + 20 + 15 + 10 + 10),
except for the cost of a ticket price. Moreover, the total amount paid for the purchase of this tour package
(including prepayments, partial payments) should be equal to 250 units.
At the same time, in the Example mentioned above, purchases of "Operator" company must be
documented by the settlement documents received from "Airline", "Hotel" and "Insurance" companies,
issued per procedure defined by the Code.
Illustrative Example 1.9 (Tour Operator/Travel Agent
Based on the agency contract signed between "Agent" and "Operator" companies, "Agent" company sells the
tour package developed by “Operator” company at the expenses of the latter. The cost of the package is 1000
units.
According to the signed contract, "Operator" company is obliged to pay 100 units remuneration fee to
"Agent" company for sale of the tour package and to reimburse for its expenses. For the sale of the tour
package, “Agent" company initiates a promotion on TV advertising the tour package for which it pays 150
units that is reimbursed by "Operator" company.
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In the Example described above, in case of sale of the tour package, the tax base will be equal to:
For “Operator” company 1000 units;
For “Agent” company 250 units.
Thus, in case of non-cash transaction (if the payment was made by a bank transfer and not by cash or other
payment instruments based on payment cards or payment technologies), "Agent" company issues a tax
invoice (without VAT) in the name of the tourist (in case of a request) in which the cost of services rendered
is equal to 1000 units.
In case of cash settlements (including prepayments, partial payments) made in cash or through payment cards
or other payment instruments based on payment technologies, "Agent" company provides the tourist with a
CRM receipt, on which the amount to be paid is 1000 units. Moreover, the total amount paid for the purchase
of the given tour package (including prepayments, partial payments) should be equal to 1000 units.
At the same time, in the Example mentioned above, "Agent" company issues a settlement document for the
provision of intermediary services on behalf of "Operator" company, where the cost of the services is 250
units.
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SECTION 2 – TAXATION OF A TOURIST ACTIVITY IN THE GENERAL TAXATION SYSTEM
PART 1 – VALUE ADDED TAX
Registration as a VAT payer in the tax authority
Value added tax is a state tax paid to the State Budget in the manner, amount and within the time limits for
carrying out transactions and/or operations considered to be a taxable object.
Organizations and individual entrepreneurs that render tourism-related services are considered VAT payers6:
1. Starting from 1 January of the given tax year, if
- Sales turnover of the previous year exceeded the VAT threshold;
- Submitted a statement on being a VAT payer (registered as a VAT payer);
- Cannot be a turnover taxpayer;
2. Did not submit a statement on being a turnover taxpayer and a subject to a micro-entrepreneurship
before February 20. Starting from any moment of the year, if
- Sales turnover of the given year exceeded the VAT threshold from the moment (day) it exceeded,
moreover, before the 20-th day following that day, inclusive, a taxpayer shall submit a statement
on being a VAT payer (registered as a VAT payer) to the tax authority, indicating the day when the
VAT threshold was exceeded;
- Submitted a statement on being a VAT payer (registered as a VAT payer) from the day which is
specified in the statement;
- From the day of the state registration cannot be considered as a turnover taxpayer;
- Did not submit a statement on being a turnover taxpayer and a subject to a micro-entrepreneurship
before the 20-th day from the registration day.
VAT Taxation Object/Tax Base
The object of VAT taxation of tourism services provided by tour operators is the provision of services or
performance of work.
The VAT tax base for tourism activities is the cost in AMD of service transactions, without VAT and without
the amount paid by the tour operator or travel agent for international transfer.

6

RA Tax Code, Article 59
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Illustrative Example 2.1
"Operator" company operating in the general taxation system sells a tour package that includes the
following services:
1. air ticket (cost – 100 units)
2. hotel reservation (cost for 4 days – 90 units)
3. breakfast (cost -5 units)
4. tours (cost – 20 units)
5. tour-guide services (cost -15 units)
6. transfer: round transfer- airport-hotel-airport (cost – 10 units)
Hence, the cost of the tour package amounts to 240 units.
For “Operator” company the tax base subject to VAT taxation is equal to 240-100 = 140 units. The
deducted 100 units is the cost of the air ticket7.
The VAT is not included in the costs of transactions (the VAT taxation base) described in this Section.
Peculiarities of the VAT Tax Base in the Tourism Industry
There are a number of peculiarities in calculation process of the VAT tax base that are considered in the
individual cases discussed below.
In substance, tourism is an activity of paid services. Types of contracts for provision of paid services are defined
by Chapter 39 of the RA Civil Code, while the tax bases formed as a result of the relations arising from the
contracts for provision of paid services are defined by the RA Tax Code.
Hence, in terms of intermediary services:
In case of providing services by a delegatee (in this case the travel agent) based on the delegation contract, the
VAT tax base for the delegatee is considered the amount payable to the delegatee (the amount of remuneration
and the amount being paid as a compensation for the expenses incurred by the delegatee on his own behalf),
while the VAT tax base for the delegator (in this case the tour operator) is considered the total cost of the
provision of service by the delegatee on the basis of the delegation contract.
In case of providing services by a commission agent (in this case the travel agent) based on the commission
contract, the VAT tax base for the commission agent is considered the amount payable to the commission agent
(the amount of remuneration and the amount being paid as a compensation for the expenses incurred by the
commission agent on his own behalf), while the VAT tax base for the commission principal (in this case the
tour operator) is considered the difference of the cost of the service provided by the commission agent based on
the commission contract and the amount payable to the commission agent. Where the transaction of supply of
goods or performance of work or provision of service based on the commission contract is not, pursuant to the
Code, subject to VAT taxation or is subject to VAT zero rate taxation, the VAT tax base for the commission
agent is considered the amount payable thereto (the amount of remuneration and the amount paid as
compensation for expenses incurred by the commission agent on his or her behalf).
In case of providing services by an agent (in this case the travel agent) based on the agency contract:
1) where the agent acts on behalf of the principal (in this case the tour operator) and at the expense of the
principal, the VAT tax base for the agent is considered the amount payable to the agent (the amount of
remuneration and the amount being paid as a compensation for the expenses incurred by the agent on his
7

RA Tax Code, Article 62, Point 15
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own behalf), while the VAT tax base for the principal is considered the total cost of the provision of service
by the agent;
2) where the agent acts on behalf thereof and at the expense of the principal, the VAT tax base for the agent is
considered the amount payable to the agent (the amount of remuneration and the amount being paid as a
compensation for the expenses incurred by the agent on his own behalf), while the VAT tax base for the
principal is considered the difference of the cost of the service provided by the agent based on the agency
contract and the amount payable to the agent.
Being guided by the aforementioned, the VAT tax base for taxpayers undertaking activities in the tourism
industry is:
1. In terms of a tour operator, the VAT tax base is the cost of the service provided at monetary expression. If
the tour operator sells the outcome of its service through travel agents on the basis of the commission or
agency contracts, in which case the travel agent acts on his behalf, but at the expense of the tour operator,
the VAT tax base of the tour operator is the difference between the cost of the service provided by the travel
agent and the amount payable to the travel agent;
2. In terms of the travel agent, the VAT tax base is:
1) the amount payable to the agent (the amount of remuneration and the amount being paid as a
compensation for the expenses incurred by the agent on his own behalf), in case the service was provided
on the basis of a delegation contract or an agency contract, if the agent acts on behalf of the operator and
at the expense of the operator;
2) the total cost of the service provided, in case the service was provided on the basis of a commission
contract or an agency contract, if the agent acts on his own behalf and at the expense of the operator;
3. In terms of the hotel services provider, the VAT tax base is the cost of the service provided at monetary
expression. In the case of hotel services provided on the basis of commission or agency contracts through a
commission agent or an agent, when the agent acts on his behalf and at the expense of the hotel service
provider, the VAT tax base is the difference between the cost of the service provided and the amount payable
to the commissioner or the agent;
4. In terms of the public catering services provider, the VAT tax base is the cost of a culinary product and (or)
the cost of organizing the consumption of that product at monetary expression. In the case of the provision
of food services on the basis of commission or agency contracts through a commissioner or an agent, when
the agent acts on his behalf and at the expense of the food service provider, the VAT tax base is the
difference between the cost of the service provided and the amount payable to the commissioner or the
agent
5. In terms of transportation and tour (hereafter referred to as transfer) service providers, in the case of
transfer services on the basis of commission or agency contracts through a commissioner or an agent, when
the agent acts on his behalf and at the expense of the transfer service provider, the VAT tax base is the
difference between the cost of the service provided and the amount payable to the commissioner or the
agent.
Illustrative Example 2.2
"Operator" company operating in the general taxation system developed a tour package that includes the
following services:
1. air ticket (cost - 100 units)
2. hotel reservation (cost for 4 days – 90 units)
3. breakfast (cost - 5 units)
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4.
5.
6.
7.

tours (cost - 20 units)
tour-guide services (cost -15 units)
transfer: round transfer - airport-hotel-airport (cost – 10 units)
medical insurance (cost -10 units)

"Operator" company is an intermediary for some of the services included in the package:
1. Signed a delegation contract with "Airline" company for the sale of air tickets, according to which
10% of the amount received from the sale of air tickets is its commission (in the case mentioned
in the Example, it will be 10 units);
2. Signed an agency contract with "Hotel" company, according to which the agent acts on his behalf.
According to the contract, the daily fee for a single room is 20 units. The commission fee of
"Operator" company according to the contract shall be generated at the expense of the difference
between the cost received by it for the sale of that service and the amount payable to "Hotel"
company. In this case it will be equal to 10 units (90-4x20);
3. Breakfast is served by "Food" company and the amount defined by the same contract concluded
with "Operator" company is 1 unit (in the case mentioned in the Example above, the commission
fee will be equal to 1 unit: 5-4x1);
4. In terms of medical insurance, according to the contract concluded with "Insurance" company, the
commission fee is 10% of the amount received for the insurance (in the case mentioned in the
Example above, it will be equal to 1 unit: 10x10%).
Hence,
The cost of the tour package is equal to 250 units (100+90+5+20+15+10+10).
The VAT tax base for "Operator" company will be 10 (commission fee from the air ticket sales) + 10
(commission fee from sale of the hotel service) + 1 (commission fee from the sale of public catering
service) + 20 (cost of tours) + 15 (guide service cost) + 10 (cost of transfer) + 1 (commission fee received
for insurance) = 67 units.
Value added tax base for “Airline” company will be 100 units;
Value added tax base for “Hotel” company will be 80 units;
Value added tax base for “Food” company will be 4 units;
Value added tax base for “Insurance” company will be 9 units.
Rates that should be used for calculation of the amount of VAT payable to the state budget and
the method of calculation thereof
VAT calculation and payment thereof is made on monthly basis, that is, in each reporting month.
Before the 20-th day of the month following each reporting month, the VAT payers, on the basis of the results
of the given reporting month, shall make VAT payment to the state budget in the amount of 20% calculated to
the tax base of transactions and operations taxable at VAT.

20

2.

Table 3. VAT Rates Per the Tourism Sectors
Rate
Type of the tourism activity
(percent)
20
In terms of the cost of disposal/sale of the tour package by the tour operator,
except for the cost of providing international transfer services, included in the
package (Tax Code, Article 65).
20
In terms of the cost of service of the tour agent.

3.

In terms of the cost for the hotel service.

20

4.

In terms of the cost of the passenger transfer service rendered by road, water, rail
and air transport.

20

5.

In terms of the cost of the service rendered in the public catering sector.

20

6.

In terms of the cost of tourism service to diplomatic representations/missions
and consular offices accredited in the RA, and to international organizations
equivalent thereto.

0

7.

In terms of the cost of the tourism service rendered outside the territory of the
RA.

0

8.

In terms of the cost of the tourism services provided to foreign tourists in the
territory of the RA and the cost of agency services provided to foreign tourists
by travel agencies.

Exempt

No
1.

In terms of point 1 of Table 3 above, it should be noted that transport services related to any type of transfer of
passengers shall be deemed to be international, where it starts in the RA and ends outside the territory of the
RA or where it starts outside the territory of the RA and ends in the territory of the RA. Intermediary activities
for organizing transfer of passengers through (with the involvement of) other organizations and/or individuals
shall also be deemed to be transport services
In terms of point 6 of Table 3 above, it should be noted that the zero percent rate of VAT with respect to the
transactions shall apply only to those diplomatic representations, according to the legislation of which the
application of the zero percent rate of VAT is prescribed for the diplomatic representation of the RA in the given
country, or where such procedure is provided for by international treaties of the RA. For this transaction the
taxpayer shall issue a tax invoice without VAT.
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The lists of established diplomatic representations/missions are posted on the official website of the tax
authority, at (https://www.petekamutner.am/Content.aspx?itn=tsTIDiplomaticReps):

Illustrative Example 2.3 (Tour Operator)
A VAT payer “Operator” company developed a tour package that includes the following services:
1. air ticket (cost - 100 units)
2. hotel reservation in Yerevan (cost for four days stay - 90 units)
3. breakfast (cost - 5 units)
4. tours in the RA territory (cost – 20 units)
5. tour-guide services (cost - 15 units)
6. transfer: round transfer – airport-hotel-airport (cost - 10 units)
7. commission fee for medical insurance (cost – 10 units).
Some of the services included in the package were purchased by the Operator from other companies.
Hence:
1. Has concluded an agency contract with "Airline" company regarding the sale of air tickets,
according to which 10% of the amount received from the sale of air tickets is its commission (in
the case specified in the Illustrative Example it will be amounted to 10 units);
2. The hotel room has been booked from “Hotel” company that renders hotel services, for which it
paid 80 units;
2. Breakfast is served by “Hotel” company that renders hotel services. "Operator" company pays 4 units
for serving breakfast to the tourist. "Operator" company pays 4 units for serving breakfast to the
tourist.
So, the cost of the tour package was 250 units (100 + 90 + 5 + 20 + 15 + 10 + 10).
VAT tax base is 10 (commission from the air ticket sales) + 90 (cost of hotel service) + 5 (cost of public
catering) + 20 (cost of tours) + 15 (cost of guide service) + 10 (cost of transfer) + 10 (commission received
for insurance) = 160 units.
When calculating VAT, it is necessary to deduct the cost of medical insurance from the tax base (10 unit),
as the mentioned transaction is exempt from VAT (Article 64, Part 2, Clause 44 of the Tax Code).
Hence, the VAT should be calculated with regard to 150 units.
Case 1: VAT for "Operator" company is calculated at a rate of 20%, the amount of VAT will be 150 x
20% = 30 units.
Case 2: "Operator" company provides tourism service to the diplomatic representation/mission accredited
in RA. VAT is calculated at a rate of 0%, the amount of VAT will be 150 x 0% = 0 unit.
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Case 3: "Operator" company provides tourism services to a foreign tourist. This service is exempt from
VAT, which means that VAT is not calculated.
Case 4: "Operator" company provides tourism services to a tourist sent by a non-resident within the
framework of a contract concluded with a non-resident. This service is exempt from VAT, which means
that VAT is not calculated.
Illustrative Example 2.4 (Hotel Services Provider)
The hotel, which is considered a VAT payer, provides accommodation, overnight, catering, and other paid
accommodation related services. The costs of the mentioned services are:
1. hotel reservation (cost for one day – 1,000units)
2. breakfast (cost – 100 units).
According to the commission contract signed between “Hotel" company and "Intermediary" company,
"Intermediary" company concludes contracts on rendering hotel services with the third parties upon
delegation of "Hotel" company.
According to the commission contract, the amount payable to "Intermediary" company is 10% of the
transaction cost.
“Intermediary” company signed contracts with two RA citizens and five foreign citizens, according to
which:
RA citizens booked two days stay in the hotel (for each) and 1 day breakfast at the total cost of 4,200 units
(2x2x1,000 + 2x1x100).
Foreign citizens booked 4 days stay at the hotel (for each) and 4 days breakfast at the total cost of 22,000
units (5x4x1,000 + 5x4x100).
At the same time, in the same month, “Hotel" company provided hotel services - accommodation +
breakfast, the total cost of which amounted to 110,000 units, in accordance with the contracts signed with
the RA citizens and foreign citizens.
"Hotel" company should calculate the VAT at a rate of 20%. The amount of VAT will be: (110,000 +
22,000 - 2,200 + 4,200 - 420) x 20% = 26,716 units, where 2,200 and 420 units is the amount payable to
"Intermediary" company, which is not included in the tax base of "Hotel" company.
Illustrative Example 2.5 (Public Catering Service Provider)
"Food" company offers its customers a tour package developed by it. The following services are included
in the package:
1. hotel reservation (cost for four days stay – 11,000 units)
2. breakfast, lunch and dinner (cost – 2,000 units)
3. tour/excursions (cost – 2,000 units)
"Food" company purchases hotel services and tours from "Hotel" and "Guide" companies and makes
payment for them, respectively, at 10,000 and 1,800 units.
In the example described, the cost of the tour package was 15,000 units (11,000 + 2,000 + 2,000). VAT
tax base for "Food" company will be equal to AMD 15,000 and the VAT should be calculated at a rate of
20%, that will be equal to 3,000 units (15,000x20%).
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Illustrative Example 2.6 (Passenger Transfer Services)
"Guide" company dealing with transfer and tour organization of tourists, offers its clients to purchase tour
packages. The offered package includes the following services:
1.
2.
3.
4.

tour to the Lake Sevan (cost - 100 units);
breakfast (cost – 50 units);
tour (cost - 20 units).
tour-guide service (cos - 10 units).

The VAT tax base for "Guide" company will be equal to 100 + 50 + 20 + 10 = 180 units. If the given
package is sold to a foreign tourist, the transaction is considered exempt from VAT while in case of sale
to the RA citizen, it will be taxed at a rate of 20% VAT.
Calculation Procedure of the VAT Amount Subject to Payment to the State Budget
For the reporting period, VAT payers shall pay to the State Budget the positive difference of VAT amounts
calculated with respect to the tax base of transactions, performed during that period and considered to be taxable
objects and the offsetable (reducible) VAT amounts8.9.

8
9

RA Tax Code, Article 70
RA Tax Code, Article 39
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Illustrative Example 2.7
"Hotel" company received advertising services in the amount of 1,000 units from the non-resident Russian
"Advertising" company in March to advertise its services in foreign countries. At the same time, in the same
month, through the booking.com (“Website” company, it sells hotel services and pays a commission of 500
units to that website.
Taking into account the requirements of Article 70 and Article 39 of the RA Tax Code, "Hotel" company, as
a tax agent, should bear the obligation for VAT calculation and payment instead of "Advertising" and
"Website" companies, if the place of provision of the received services is in the RA.
Hence:
- The advertising service provided by "Advertising" company is considered to be provided in the RA, as
the location of "Hotel" company receiving the service is the RA10;
- The intermediary service provided by "Website" company is considered to be provided outside the
RA11, as the place of providing the service is outside the territory of the RA.
Procedure for Offsets (reductions) of Value Added Tax Amounts
VAT offsetable (reducible) amounts shall be:
1)

2)

3)
4)

10
11

Amounts of VAT indicated in tax invoices issued by suppliers for goods acquired, work performed or
services received during the reporting period in the territory of the RA. Depending on the date of
validation/approval of the tax invoice by the supplier, the VAT amounts indicated in that tax invoice may
be offset in different reporting periods;
VAT amounts calculated and paid in the procedure and amount prescribed by the RA Tax Code for goods
imported into the territory of the RA through customs procedure “Release for domestic consumption”. VAT
amounts prescribed by this point shall be offset (reduced);
VAT amounts calculated and paid in the procedure and amount prescribed by the RA Tax Code for goods,
having the status of EAEU product, imported into the RA from EAEU member states;
VAT amounts distinguished in tax invoices, issued by VAT payers, with respect to goods acquired, work
accepted and/or services received during the reporting period from a non-resident organization lacking a
permanent establishment in the RA. It is worth considering that in the given case, the tax invoice is issued
by the acquirer, while the VAT tax base is determined as of the issue date of the tax invoice, based on the
exchange rate published by the RA Central Bank for that day. Moreover, the buyer shall bear the obligation
to calculate and to pay VAT, whether or not the tax invoice was issued. Not issuing the tax invoice, shall
be deprive the buyer of the possibility to offset the amount of VAT.

RA Tax Code, Article 39, point 1, sub-point 4 (c)
RA Tax Code, Article 39, point 2
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Procedure for Reformulation of Liabilities and Offsets (Reductions)
Taking into consideration that entities of tourism industry based on their peculiarities carry out transactions
taxable at VAT (20 or 0 percent) and VAT exempt transactions, it should be noted that additions or deductions
of VAT offsetable (reducible) amounts are provided for by the RA Tax Code. In particular,


where the acquisitions, with respect to which the offset (reduction) of VAT amounts has been carried out
during the previous reporting periods, are attributed fully or partially to VAT non-taxable transactions
during the next reporting periods, the offset (reduction) of VAT amounts with respect to the service shall
be subject to reduction;
a/ in the amount calculated at 20 percent rate of VAT against the value corresponding to the share directly
attributed to VAT non-taxable transactions during the given reporting period;
b/ in the amount of tax determined by the coefficient corresponding to the specific weight of the tax base
of VAT non-taxable transactions within the common tax base of all transactions performed during the
reporting period, where during the reporting period the given goods, work or service are attributed to
VAT taxable and VAT non-taxable transactions;
c/ offset (reduced) VAT amounts shall be subject to reformulation — deduction from the amounts subject
to offset (reduction) during the reporting period — in the amount calculated at 20 percent rate of VAT
against the tax base corresponding to the share not attributed to VAT taxable transactions on the given
goods, work or service, where the supply of goods, performance of work or provision of service during
the reporting period is a VAT non-taxable transaction;



where the acquisitions are directly attributed to VAT non-taxable transactions, VAT amounts with respect
to those acquisitions shall not be subject to offset (reduction) during the reporting period when those
acquisitions were made.
Unified Calculation Reports of Value Added Tax and Excise Tax and Preparation Thereof

VAT payers shall submit unified calculation reports of VAT and excise tax to the tax authority, prior to and
including the twentieth day of the month following each reporting period.
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Payment of the VAT Amount
VAT amounts are paid to the state budget by the twentieth day of the month following each reporting period.
Payments for VAT liabilities are made to the unified account – 900008000490.
Illustrative Example 2.8
The company taxable at VAT provided tourism services in March 2020, the total cost of which amounted to
AMD 5,000.0 thousand. The amount of VAT calculated on the transaction was AMD 1,000.0 thousand.
During the same period, the cost of acquisitions/purchases indicated in the tax invoices issued by suppliers
for the goods acquired, work performed or services received from suppliers amounted to AMD 2,000.0
thousand, with the amount of VAT – AMD 400.0 thousand:
Tax invoices received from suppliers of goods purchased during the reporting period were validated/approved
by electronic signature by the company before April 20, 2020.
The amount of VAT to be paid to the state budget by the company will be equal to AMD 600.0 thousand.
(AMND 1,000.0 thousand – AMD 400.0 thousand). The data for the April 2020 VAT calculation will be
reflected as follows:
Statement from VAT and excise tax unified calculation report
SECTION 1. VALUE ADDED TAX
VAT credit

[A]. Tax base

[B]. VAT credit

7. Of transactions taxed at 20% VAT rate

5,000,000

1,000,000

16. Total VAT credit

5,000,000

1,000,000

VAT debit

[A]. Cost

[B]. VAT debit

18. Of goods and services acquired/purchased in
the RA territory

2,000,000

400,000

[A]. Positive

[B]. Negative

400,000

0

[A]. VAT amount
subject to payment to
the state budget

[B]. VAT amount
subject to
reimbursement from
the state budget

21. Total VAT debit

23. VAT calculated for the reporting period

600,000
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Illustrative Example 2.9 (Tour Operator)
RA resident "Operator" company sells a tour package in the territory of RA.
"Operator" company concludes a delegation contract with "Agent" company, a non-resident travel agent,
according to which it delegates "Agent" company to sign contracts with tourists on provision of tourism
services by the tour operator.
According to the delegation contract, the amount payable to "Agent" company is 10% of the cost of the
provided services
"Agent" company, , concludes contracts with foreign tourists, according to which "Operator" company shall
provide tourism services from the period April 10, 2020 to April 17, 2020 at the total cost of AMD 5,000.0
thousand.
In this Example, the place of provision of tourism services is considered to be the RA. Services of the tourism
sector provided to foreign tourists are exempt from VAT, if within the framework of those services, tours,
travels, excursions are carried out in the territory of the RA.
For “Operator” company the VAT tax base is the total cost of the provided services that is equal to AMD
5,000.0. thousand
For “Agent” company there is no VAT tax base incurred, as the place of providing intermediary services is
outside the RA.
At the end of the service, April 17, 2020 a corresponding settlement document is issued by the non-resident
“Agent” in the amount of USD 1,042 (according to the contract, the mentioned amount is the net amount that
is subject to payment to the non-resident).
USD / AMD average exchange rate of the Central Bank of Armenia (17.04.2020) = 480.The cost of the
intermediary service in AMD = AMD 500,0 thousand (480x1042)
VAT amount = 0
"Operator" company through the electronic software of issuing settlement documents issues a tax invoice
without VAT in the total amount of AMD 5,000.0 thousand on April 17, 2020 on behalf of a tourist.
In the VAT calculation for April 2020, at “Operator” company data for the VAT liability will be reflected as
follows:

SECTION 1. VALUE ADDED TAX
VAT credit

[A].
Tax base

12. For transactions taxed at 0 rate of VAT, including
1) Article of the RA Tax Code

[B].
VAT credit
X

2) Para

3) Point

X

X
X

13. For transactions exempt from VAT, including

X

1) Article of the RA Tax Code
64

2) Para
2

3) Point
48

X
5,000,000

X
X

[A]. Tax base [B]. VAT credit
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16. Total VAT credit
[A]=([7.A]-[8.1A]+[8.2A]+([9.A]-[9.B])+[12.A]+[13.A]+[14.A]
[B]=([7.B]-[8.1B]+[8.2 B]+[9. B]+[10. B]-[11.1 B]+[11.2 B]+[15. B]-[15. B]
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5,000,000

-

PART 2 – PROFIT TAX
Profit tax is a state tax paid to the State Budget in the procedure, amount and within the time limits prescribed
by the RA Tax Code for a taxable object.
Objects to be taxed under profit tax shall be:
1) for resident organizations, individual entrepreneurs registered in the RA (hereinafter referred to as “resident
profit taxpayers”) — gross income derived or to be derived from sources of and/or outside the RA, except
for personal income of individual entrepreneurs registered in the RA;
2) for non-resident organizations, as well as non-resident individuals carrying out activities in the RA through
permanent establishment and/or deriving income from the sources of the RA through permanent
establishment (hereinafter referred to as “non-resident profit taxpayers”) — gross income derived from the
sources of the RA, except for personal income derived from the sources of the RA of non-resident
individuals carrying out activities in the RA through permanent establishment and/or deriving income from
the sources of the RA through permanent establishment.
Chart 1. Profit Taxation base

Profit Tax Base
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What is Gross Income?
The sum of income as defined by the RA Tax Code received or receivable in the reporting period.
Taking into consideration that the objective of this Manual is to support entities carrying out activity in the
tourism sector, only entrepreneurial income shall be addressed therein.
What is Entrepreneurial Income?
Entrepreneurial income is the increase in asset or decrease in liability attributed to the activity carried out by an
organization or individual entrepreneur, which, taken separately, results in increase of equity of an organization
or in increase of net assets of an individual entrepreneur.
Exceptions are non-income items, dividends received by a resident individual considered an individual
entrepreneur, as well as income from foreign economic activity for non-resident profit taxpayers (RA Tax Code,
Article 108).
Illustrative Example 2.10 (Tour Operator)
"Operator" company operating in the general taxation system, which is a tour operator, developed a tour
package, which includes the following services:
1.
2.
3.
4.
5.
6.
7.

air ticket (cost - 100 units)
hotel reservation (cost for four days stay - 90 units)
breakfast (cost – 5 units)
tours (cost - 20 units)
tour-guide services (cost - 15 units)
transfer: round transfer – airport-hotel-airport (cost – 10 units)
medical insurance (cost -10 units).

“Operator” company is an intermediary company for the services specified below:՝
1. Signed a delegation contract with "Airline" company for the sale of air tickets, according to which 10%
of the amount received from the sale of air tickets is his commission fee (in the case described in this
Example it will be 10 units: 100x10%).
2. Signed an agency contract with “Hotel” company, according to which the agent acts on his behalf.
According to the contract, the daily fee for a single room is 20 units. According to the contract, the
commission fee of "Operator" company shall be generated at the expense of the difference between the
cost received against the sale/disposal of that service and the amount payable to "Hotel" company. In
this case, it will be equal to 10 units (90-4x20).
3. Breakfast is served by "Hotel" company, and the cost defined by the same contract concluded with
"Operator" company is 1 unit (in the case mentioned in this Example the commission fee will be 1 unit:
- 5 - 4x1).
4. In terms of medical insurance, according to the contract concluded with "Insurance" company, the
commission fee is 10% of the amount received for the insurance (in the case mentioned in this Example,
it will be equal to 1 unit - 10x10%)
Thus, the cost of the tour package amounted to 250 units:
(100+90+5+20+15+10+10).
For "Operator" company, the entrepreneurial income from sale/disposition of the given tour package will be
amounted to 10 (commission fee received from the sale of an air ticket) + 10 (commission fee received for
the disposition/sale of the hotel service) + 1 (commission fee received for the disposition/sale of the public
catering service) + 20 (cost of tour/excursions) + 15 (cost of the tour- guide service) ) + 10 (transfer cost) +
1 (insurance commission fee) = 67 units.
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Illustrative Example 2.11 (Tour Agent)
On the basis of the agency contract concluded between "Operator" and "Agent" companies operating in the
general taxation system, "Agent" company on its own behalf and at the expense of “Operator” company
disposes/sells a tour package developed by "Operator" company. The cost of the tour package is 500 units.
According to the signed contract, "Operator" company is obliged to pay 50 units to "Agent" company for
the sale transaction of the tour package transaction.
In case of sale of the tour package by "Agent" company, the entrepreneurial income amounted to:
For “Operator” company – 500 units;
For “Agent” company – 50 units.
Illustrative Example 2.12 (Tour Operator/Agent)
On the basis of the agency contract concluded between "Operator" and "Agent" companies operating in the
general taxation system, " Agent" company on behalf of “Operator” company and at the expense of the
“Operator” disposes/sells a tour package developed by "Operator" company. The cost of the package is 500
units. According to the contract, "Operator" company is obliged to pay 50 units to "Agent" company for the
sale transaction of the tour package.
In case of sale of the tour package by "Agent" company, the entrepreneurial income amounted to:
For “Operator” company – 500 units;
For “Agent” company – 50 units.

Now let us try to separate the income derived (deriving) from the RA sources and from the sources outside the
RA.
Income is considered to be derived (deriving) from the RA sources, if:
1) the place of delivery of the goods is the RA, the work was actually performed or the service was actually
provided in the territory of the RA;
2) the income from the provision of services by a non-resident outside the territory of the RA to a resident profit
taxpayer or a non-resident profit taxpayer carrying out activities in the RA through a permanent
establishment, where such income is derived from the provision of consultancy, legal, accounting,
management, expert, marketing, advertising, translation, engineering and other similar services;
3) the income is received from intermediary activities carried out in the territory of the RA;
4) the income is received by a non-resident profit taxpayer from the provision of management, financial or
insurance services to his /her permanent establishment in the RA.
Income is considered to be derived (deriving) from sources outside the RA, if not considered derived from the
RA sources.
Illustrative Example 2.13
"Hotel" company, which is considered a resident organization, concludes a contract with the Russian
"Advertising" company to advertise services rendered by itself, according to which “Advertising" company
carries out advertisement of services provided by "Hotel" company in its country. The effective period of
the contract is 2 months from April 1, 2020. According to the contract, for rendering advertising services
"Hotel" company is obliged to pay "Advertising" company 100 units per month. As a result, during the 2nd
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quarter of 2020, "Hotel" company, complying with the requirements set by the contract, pays income in the
amount of 200 units to "Advertising", which is considered to be the income derived from the RA sources
for "Advertising" company12.
At the same time, “Hotel” company through the website booking.com ("Website" company) sells hotel
services for which in the second quarter of 2020 paid a commission fee in the amount of 500 units to that
site. Taking into account that the income for those intermediary services were not received from the
intermediary activity carried out in the territory of the RA, that income is not considered as income derived
from the sources of the RA13.
In order to determine the profit tax base by entities implementing tourism activities, the following is also
considered to be income14:
1) Assets received free of charge by commercial organizations and individual entrepreneurs;
2) Assets received by a participant of a joint activity from the participant accountable for the joint activity, as
an investment made in the joint activity, provided that these assets are received before the accountable
participant presents the statement prescribed by the RA Tax Code;
3) Assets recognized ownerless and transferred to a profit taxpayer by the property right , based on the court
decisions;
4) ownerless assets in case of the recognition by the profit taxpayer of his/her rights to ownerless assets as
prescribed by the legislation (except for those based on court decisions);
5) the surplus of the property identified during the inventory taking as a basis the historical cost of that
property;
6) income derived from full or partial discount or release of actually incurred (current) liabilities between the
parties, except for amounts of tax benefits and of benefits with respect to fees;
7) insurance compensations;
8) other income received from the compensation for damages (loss incurred);
9)

income in the form of fines, penalties and other property sanctions, except for fines accrued in favor of a
taxpayer for each delayed day following the term prescribed15 in case of delaying the refund of the amounts
on the unified account for more than 30 days from that term;

10) deductions made from the gross income for the purpose of determination of the tax base in the previous
reporting periods with respect to transactions declared invalid;
11) the following by profit taxpayers, as prescribed by the Government of the RA:
a. amounts of uncollectible accounts payables written off;
b. amounts of repayment of uncollectible accounts receivables previously written off;
c. amounts of deductions made to the reserve in a prescribed manner in case of repayment of accounts
receivables not written off.
12) Amounts added to VAT amounts subject to offset (deduction) if those amounts are recognized as a
deduction from gross income for profit tax purposes.

12

RA Tax Code, Article 107, point 4
RA Tax Code, Article 107, point 2(3)
14 RA Tax Code, Article 109, point 4
15 RA Tax Code, Article 327
13
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Illustrative Example 2.14
"Operator" company, which is considered a profit tax payer, developed a tour package, including the
following services:
1.
2.
3.
4.
5.
6.

air ticket (cost – 100 units)
hotel reservation (cost for four days stay - 90 units)
breakfast (cost – 5 units)
tour/excursions in the RA territory (cost – 20 units)
tour-guide services (cost - 15 units)
transfer: round transfer – airport –hotel - airport (cost - 10 units).

The guide is an employee of "Operator" company, as well as "Operator" company carries out transfers and
tour/excursions by its own vehicle. The costs incurred in this regard are: - salaries of employees, fuel costs,
etc. - are 10 units.
The remaining services included in the package were obtained by "Operator" company from other companies,
as such:
1. In terms of sale of air tickets, the company signed an agency contract with “Airline” company, according
to which 10% of the amount received from air ticket sales is its commission fee (in the case mentioned
in this Example it will be amounted to 10 units - 100x10%);
2. The hotel room has been booked from "Hotel" company, for which 80 units were paid (4x20)
3. Breakfast is served by “Hotel” company that renders hotel service. "Operator" company pays 4 units (4x1)
for serving breakfast to a tourist.
"Operator" company sells the tour package mentioned above to "Buyer" company in December 2019, while
the services are planned to be provided in June 2020. In calculation of profit tax for the year 2019, in terms
of this transaction, the following is generated at “Operator” company:
Income: 140 (cost of the tour package without the cost of the air ticket: 90 + 5 + 20 + 15 + 10) + 10
(commission fee to be received for the sale of the air ticket) = 150 units
Expense: 80 (hotel) + 4 (breakfast) + 10 (guide, excursion) = 194 units.
However, in May 2020, this transaction was declared to be invalid.
Hence,
94 units recognized as expense in 2019 by "Operator" company are accounted for as income in 2020 (the
income accounted for the transaction recognized invalid will be considered in the paragraph on deductions
below).
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Deductions
When determining the tax base taxed at profit tax, the following shall be deducted from gross income:
1. entrepreneurial expenses;
2. losses and;
3. other deductions.

1. Entrepreneurial expenses: these expenses are divided into two groups:
1. Expenses that are supported by the following documents;
1) Tax invoice (including, adjusting tax invoice);
2) Tax invoice without VAT;
3) Cash Register Machine receipt (including, e-receipt of e-CRM), if the tax identification number (TIN)
of the taxpayer or an individual entrepreneur acquiring a product, accepting or receiving a service is
printed on it;
4) Other documents that are not considered as settlement documents regarding the following transactions
and operations:
a. Calculation of salaries of employees, payment of state and local taxes, duties and fees;
b. Provision of services by the payment-settlement system or credit organizations;
c. Acceptance of work or receipt of services within the framework of civil and legal contracts
concluded with individuals;
d. Acquisition of agricultural products from individuals engaged in production of agricultural
products
e. Acquisition of property or rental for use from individuals (unless those individuals are individual
entrepreneurs or notaries)
f. Acquisition of goods, acceptance of work or receipt of services by a non-resident organization or a
non-resident individual having no permanent establishment in the RA, as well as expenses incurred
for the property invested into the charter capital (shareholders’ capital) (RA Tax Code, Article 55,
point 2 (1-5), points 11-13). Moreover, these expenses are completely deducted from the gross
income, in case there are no defined restrictions (RA Tax Code, Article 113)
2. Expenses that may not be substantiated by the defined documents are the amounts of
compensation/reimbursement provided for per diem and transfer (moving) work at the amount not
exceeding the prescribed amount (RA Tax Code, Article 117, the RA Government Decrees No 711-N, dated
08.06.2017 and No 2335, dated 29.12.2005).
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Illustrative Example 2.15 (Tour Operator)
"Operator" company, which is considered a profit tax payer, sold 30 tour packages developed by it during
2020, each of which includes the following services:
1.
2.
3.
4.

Hotel reservation in the RA;
Breakfast;
Tours/excursions in the RA territory;
Tour-guide expenses.

The guide is an employee of "Operator" company; transfers and tours are carried out by "Operator"
company through its own vehicles.
The vehicle serves exclusively its own in-house (ancillary needs) transfer and is not an object of the state
duty collection. The rest of the services included in the package were obtained by "Operator" company
from other organizations, as such:
1. He booked the hotel room from "Hotel" company, for which he paid 80 units;
2. Breakfast is served by “Hotel” company that renders hotel services. "Operator" company pays 4
units for serving breakfast to the tourist;
The following is available in this Example:
1. Settlement documents received from "Hotel" company and issued in the procedure prescribed by
the Code;
2. CRM receipts for the purchase of a total of 100 units of gasoline used for the vehicle, on which
TIN of "Operator" company is printed.
3. Timesheets of employees, according to the data included therein, employees were paid 200 units.
At the same time, during the tours organized in Armenia by the company, the guide and the driver of the
vehicle were paid 150 units per diem and one-night stay.
Thus,
In this Example, expenses incurred by the company in 2020 will be equal to: 30 x (80 (hotel) +4
(breakfast)) + 100 (gasoline) + 200 (salary) + 150 (business trip expenses) = 2,970 units.
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Illustrative Example 2.16 (Tour Operator/Agent)
Based on the agency contract signed between "Operator" and "Agent" companies that are both profit
taxpayers, "Agent" company on its behalf but at the expenses of “Operator” company sells the tour
package developed by “Operator” company to a tourist who is a citizen of the RA. The cost of the package
is 1,000 units. According to the signed contract, "Operator" company is obliged to pay 100 units
remuneration fee to “Agent" company for the sale transaction of the package and to reimburse the
expenses made by the latter.
In this Example, "Agent" company issues a tax invoice on behalf of the tourist, where the cost of the
service is 1000 units, while "Operator" company issues a tax invoice for the services rendered on behalf
of "Agent" company, in which the cost of services is mentioned to be 900 units (1,000 -100).
In this Example, the entrepreneurial expenses within the framework of this transaction in the given tax
year will be:
For “Operator: company – 100 units;
For “Agent” company – 900 units (cost of the package paid to "Operator" company)).
Illustrative Example 2.17 (Hotel Services Provider)
"Hotel" company that is an object of a hotel industry and a profit taxpayer developed a tour package,
which includes the following services:
1. Cost of the air ticket (cost - 3,000 units)
2. Hotel reservation (cost for four days stay - 2,000 units)
3. Breakfast (cost - 500 units)
4. Tour/excursions (cost - 2,000 units)
5. Tour-guide services (cost - 600 units)
6. Transfer: round transfer – airport-hotel-airport (cost - 400 units).
In terms of air ticket sales, “Hotel” company signed a delegation contract with “Airline” company,
according to which 10% of the amount from the sale of air tickets is its commission fee (in the case
described in this Example, it will be 300 units - 3,000x10%).
According to the commission agreement signed with "Food" company for providing breakfast, income
of "Hotel" company as a commission agent is generated in the amount of its remuneration (which makes
50 units).
In terms of organization of tours, "Hotel" company signed an agency contract with "Excursion"
organization, according to which the agent acts on its behalf.
According to the contract, the services of the tour guide and organization of tours are 1,800 (excursion)
+ guide service (500) = 2,300 units.
According to the contract, the commission fee of "Hotel" company should be formed at the expense of
the difference between the cost received for the sale of that service and the amount payable to
"Excursion" company. In this case it will be 300 units (2,000 + 600 - 1,800 - 500).
In 2020, "Hotel" company sold 50 items of the tour packages described above. Expenses directly related
to the provision of tourism services during the same year, in addition to the expenses arising from the
above-mentioned contractual relations, amounted to 10,000 units, of which:
Purchase of bedding and bath accessories - 5,000 units;
Hotel utility expenses – 5,000 units;
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Depreciation expenses of fixed assets – 1,000 units;
Expenses made for vehicles – 200 units;
Remuneration of employees involved in the process of providing tourism services - 1,800 unis;
Administrative expenses – 1,000 units;
In this Example, for “Hotel” company, expenses for providing tourism services in 2020 were:
50 x 300 (commission fee paid for tours/excursions) + 10,000 = 25,000 units.
Illustrative Example 2.18 (Public Catering Service Provider)
“Operator” company that is a profit taxpayer providing services of public catering offers its customers a
tour package developed by it. The following services are included in the package:
1. Hotel reservation (cost for four days stay - 11,000 units);
2. Breakfast, lunch and dinner (cost - 2,000 units);
3. Tours/excursions (cost - 2,000 units).
“Operator” company that operates as a tour operator acquires hotel services and tours from “Hotel” "and
"Guide" companies and pays for those services, respectively, 10,000 and 1,800 units.
"Hotel" company issues a tax invoice on behalf of "Operator" company, where the cost of the hotel
service specifies 10,000 units;
"Guide" company issues a tax invoice on behalf of "Operator" company, where the cost of the tour service
specifies 1,800 units.
At the same time, in order to receive culinary products, "Operator" company made the following
expenses:
1.

Buckwheat, butter and salt were bought from the store. There is a CRM receipt on which TIN of
"Operator" company is printed. The total cost of purchases on the CRM receipt is 4 units (cash
register machine receipt);

2.

Chicken and eggs were obtained from farmers. There is civil and legal contracts and a receipt
confirming the relevant payment (RA Tax Code, Article 55, point 13). According to the
information mentioned in the documents, the payment for agricultural products was 8 units.

3.

Juice, coffee, tea and other food used for public catering. There is a tax invoice issued by "Food"
company, in which the total value of the goods sold is specified to be 6 units.

4.

Salaries of employees, administrative expenses that are justified by corresponding documents
defined by the RA Code16. According to the information mentioned in the documents, expenses
amounted to 10 units.

In this Example, the expenses within the tour package will be amounted to 10,000 (hotel) + 1,800
(tours/excursion) + (4 + 8 + 6 + 10 (public catering organization expenses)) = 11,828 units.

16

RA Tax Code, Article 55, point 12.
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Illustrative Example 2.19
“Agent” company that is a profit taxpayer acquired shares of "B" company in 2020 at the amount of AMD
500.0 thousands. In this case, when determining the profit tax base for 2020, the investment of AMD 500.0
thousands in the equity of "B" company is not considered an expense for "Agent" company.
Illustrative Example 2.20
“Operator” company rendering tourist related services that is a profit taxpayer made revaluation of its vehicles
in 2020. The carrying amount of these vehicles before revaluation was AMD 20 million, while after the
revaluation it was amounted to AMD 17 million. As a result, the carrying amount of vehicles decreased by
AMD 3 million.
When determining the profit tax base for 2020, the mentioned AMD 3 million is not considered an expense
for "Operator" company.
Illustrative Example 2.21
"Agent" company that is a profit taxpayer provided services in accordance with the agency contract signed
with "Operator" company rendering foreign tourism related services. In return for this transaction, "Operator"
company transferred USD 1,000 to "Agent" company, which was credited to the foreign currency account of
“Agent” company on 15.03.2020. As of that date, the average exchange rate formed in foreign exchange
markets stated by the Central Bank of Armenia was AMD 482.
The average exchange rate formed in foreign exchange markets published by the Central Bank of Armenia
as of December 31, 2020 was amounted to AMD 480.
In the Example described, the negative difference of AMD 2,000 (USD 1,000 x (AMD 480 -AMD 482))
resulting from revaluation of foreign currency is not considered an expense when determining the tax base
of the profit tax for the year 2020.
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Restrictions on Deductions
The following shall not be deducted from gross income:
1) Fines, penalties and other property-related sanctions calculated and paid, with respect to fees made to
the state or community budgets or to the funded pension system or other amounts controlled by the
tax authority;
2) Expenses related to the generation of income which is deducted from the gross income when
determining the profit tax base;
3) VAT, excise tax and environmental tax amounts offset (reduced);
4) VAT and excise tax amounts calculated and paid against VAT and excise tax bases in case of
transactions on supply of goods, performance of work and provision of services without compensation
or with compensation at a value substantially lower than fair value;
5) The part of standardized expenses exceeding the standards for the purpose of the determination of
profit tax base17;
6) Assets provided free of charge, work performed or services provided free of charge, liabilities
forgiven.
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Illustrative Example 2.22
During the year 2020, as a result of complete tax investigation carried out by the tax authority at “Operator”
company that is a profit taxpayer and renders tourism-related services, an additional tax liability in the
amount of AMD 3,450.0 thousand was recorded representing:
AMD 2 million tax amount: AMD 1 million in penalty and AMD 450.0 thousand in fine.
In the Example described, when determining the profit tax base for the year 2020, AMD 3,450.0 thousand
specified for "Operator" company is not considered an expense.
Illustrative Example 2․23
Based on the agency contract signed between "Operator" company and "Agent" company that are profit
taxpayers, "Agent" company on its behalf and at the expense of “Operator” company sells the tour package
developed by “Operator” company. The cost of the package is 1,000 units. As a result of the mentioned
transaction, "Agent" company incurs a deductible (offset) amount of VAT in the amount of 200 units
(1,000x20% = 200), which is not considered an expense when determining the tax base of the profit tax for
the year 2020.

17
18

RA Tax Code, Articles 114-120
RA Tax Code, Article 120, Article 123, point 1(5)k
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Rates that should be Used to Calculate the Amount of Profit Tax
Resident profit taxpayers operating in the general taxation system, non-resident profit taxpayers operating in
the RA through a permanent establishment and individual entrepreneurs shall calculate the profit tax with regard
to the tax base at the rate of 18%.
Individual entrepreneurs carrying out activities within turnover tax systems shall pay the profit tax for those
types of activities in the amount of five thousand drams a month (irrespective of the fact in how many special
taxation systems an individual entrepreneur or a notary carries out his/her activities), which shall be deemed for
them a final profit tax liability with respect to those types of activities.
Non-resident profit taxpayers operating in the RA without a permanent establishment and non-resident profit
taxpayers operating in the RA through a permanent establishment, with regard to the tax base formed for the
income not attributable to the permanent establishment, the profit tax is calculated at the following rates:
Table 4․ Profit Tax Rates
1

For incomes derived from insurance indemnities, re-insurance fees and transfer
(freight);

5%

2

For passive incomes, except for the cases prescribed by points 3 and 4 of this
Table;

10%

3

For dividends;

5%

4

For the increase in the value of assets derived from disposal of securities;

0%

5

Other incomes derived from the sources of the RA.

20%

Calculation of the Profit Tax and Payment Schedule
For resident profit taxpayers, the reporting period for calculation of profit tax and payment thereof is considered
to be each reporting year, and by April 20 of the tax year following the reporting year, inclusive, the tax authority
is provided with the calculation of profit tax and payment thereof.
With respect to the tax base formed from the income paid to non-resident profit taxpayers for provision of
services or performance of work in the RA without a permanent establishment, the profit tax shall be calculated
and withheld by the tax agent.
In this case, the reporting period is the quarter and by the 20-th of the month following this quarter, inclusive,
the tax authority is provided with the calculation of profit tax of the non-resident and payment thereof by the
tax agent.
In the absence of a tax agent, the reporting period for non-resident taxpayers operating in the RA without a
permanent establishment is every reporting period, and by April 20 of the tax year following the reporting year,
inclusive, they shall submit the calculation of a non-resident profit taxpayer to the taxpayers service department
of “Kenton” administrative district of Yerevan and pay the amount of the profit tax.
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Procedure for Calculation of the Amount of the Profit Tax Subject to Payment to the State
Budget

1) Resident profit taxpayers19

2)

Non-resident profit taxpayers carrying out activity in the RA through permanent establishment

Procedure for Calculation of the Amount of the Profit Tax by Tax Agents
With respect to the tax base formed from the income paid to non-resident profit taxpayers, the profit tax shall
be calculated and withheld by the tax agent, in case the income is paid to a non-resident profit taxpayer that
carries out activity in the RA:
1) Without a permanent establishment;
2) Through a permanent establishment, but those incomes are not attributed to the permanent establishment

It is necessary to take into account that, the following shall also be the basis for calculating the tax (payment of
an amount).
1)
2)
3)
4)
5)
6)

19

compensation with other property;
mutual settlement (repayment) of receivables and payables;
debt restructuring or renewal;
concession of the right to claim income against a tax agent to a person who is not a tax agent;
release of income claims;
adoption of a decision on distribution of dividends.

RA Tax Code, Article 130, point 1

43

The profit tax for the dividends paid to non-resident profit taxpayers shall be calculated and withheld by the tax
agent, irrespective of whether or not the dividends received have been attributed to the permanent establishment.
Procedure for Advance Payments of Profit Tax
Advance payments of profit tax are made for each quarter of the current tax year prior to and including the
twentieth day of the last month of the given quarter. Advance payments are made at the minimum amount of 20
percent of the amount of profit tax and the calculated amount of two percent of income derived from supply of
goods, performance of work and provision of services made during the previous quarter.
Illustrative Example 2.24
As of March 20, 2020, Company "A" has not submitted the calculation of profit tax for the year 2019 to the
tax authority yet. The amount of the advance payment made by Company "A" on December 20, 2019 was 10
units. On March 20, 2020 the profit tax liability of Company "A" was equal to 100 units.
On March 28, 2020, calculation of the profit tax is submitted to the tax authority by Company "A", according
to the information included therein, the amount of the profit tax is 1,000 units. As a result, advance payment
to be made by Company "A" in 2020 is equal to 200 units (1,000 * 20% = 200).
At the same time, income from supply of goods, performance of work or provision of services on the basis
of the combined calculations of VAT and excise tax for the fourth quarter of 2019 and for the first quarter of
2020 were amounted to 12,000 units for each quarter, the two percent of which is 240 units.
On July 20, 2020, liability of Company “A” for advance payment of profit tax will be equal to 300 units (200
(amount of advance payment payable in the 1-st quarter, as it is less than 2% of the 4-th quarter turnover) 100 (the amount of liability incurred in terms of advance payment in the 1-st quarter) + 200 (amount of
advance payment payable in each quarter, since the 2% turnover of the 1-st quarter 2020 is also small)
In this case, no re-calculation of the amount of the advance payment of profit tax for the 1-st quarter is made.
There is no adjustment of liability, instead the difference of the amount payable is added to the amount subject
to payment in the near future.
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SECTION 3 – TAXATION OF TOURISM ACTIVITY IN SPECIAL TAXATION
SYSTEMS
The RA tax system also includes preferential tax regimes (special tax systems), the purpose of which is to
facilitate their development by providing preferential tax regimes to small and medium-sized entities. Business
entities can apply for preferential tax regimes depending on the turnover and type of activity.
The preferential tax systems are the turnover tax system and micro-entrepreneurship. The economic entities
operating in the field of tourism discussed in this Manual may operate in the mentioned preferential tax regimes,
except for the cases defined by the Code in terms of the sector of public catering.

PART 1 – TUROVER TAX
What is a Turnover Tax?
Turnover tax is a state tax, which substitutes the VAT and/or the profit tax and is paid to the State Budget in the
procedure, amount and within the time limits prescribed by the Code for carrying out the types of activity which
are considered to be taxable objects.
Within the scope of turnover tax system:
entities are taxed at turnover tax;
individual entrepreneurs are taxed at profit tax and turnover tax.
Chart 2. Turnover Tax

It is necessary to take into account that turnover taxpayers calculate other taxes and payments defined by the
Code (which are not replaced by the turnover tax) and pay according to the procedure defined by the Code for
the given tax or payment, except for the following cases:
Turnover taxpayers are exempt from:


Making advance payments of profit tax;
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Calculating and paying the individual income tax when paying income to individuals without
settlement documents. However, it is necessary to take into account that if for the income paid in
the absence of settlement documents, there are other documents that are not considered settlement
documents but are drafted in the procedure defined by the legislation, where the tax identification
number (if any) of an individual, i.e. of a taxpayer, the first name and the second name, residence
address, passport (or other identification document) data are specified, the tax agent shall
withhold the tax;
Calculating and paying the individual income tax of the monetary and in-kind (non-monetary)
income received by individuals at the expense of the representation expenses and the expenses
for providing assistance and food to individuals, as well as organizing social and cultural events
and other similar expenses.20

Table 5․ On Submitting a Statement on Being a Turnover Taxpayer
Term of being considered a turnover taxpayer
From January 1 of the given tax year until the end of the given tax
year.
Those who were granted the state registration or registered during the
given tax year - from the day of the state registration or registration
until the end of the given tax year .
A commercial organization or an individual entrepreneur that ceased
to be a subject to micro-entrepreneurship during the tax year, from
the date of ceasing to be a subject to micro-entrepreneurship until the
end of the given tax year.
If the subject to micro-entrepreneurship has submitted a statement to
the tax authority on being considered a turnover taxpayer, from the
date identified in the statement (but not earlier than the 20-th day of
the month preceding the day that statement was submitted), until the
end of the given tax year.
If the subject to micro-entrepreneurship ceases to be considered a
subject to micro-entrepreneurship before the day identified in the
submitted statement on being considered a turnover taxpayer in the
declaration on being considered a turnover taxpayer, the subject to
micro-entrepreneurship is considered a turnover taxpayer from the
date of cessation until the end of the given tax year.
Those who did not carry out their activities before February 20 of the
tax year (those who ceased their activities), from the day of
resumption of activity until the end of the given tax year.

20

RA Tax Code, Article 254
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Deadline for Submitting the
Statement
Before February 20, inclusive of the
given tax year.
On the 20-th day of the month,
inclusive, following the day of the
state registration or registration.
From the day of cessation until the
20-th day of the month following that
day.
During the period of being
considered to be a subject to microentrepreneurship.

From the day of cessation until the
20-th day of the month following that
day, inclusive (previously submitted
statement is not taken into account).

On the 20-th day of the month
following the day of resumption of
the activity.

Those who were de-registered from the state registration, before the On the 20-th day of the month,
start of the given tax year, from the day of re-registration until the inclusive, following the day of
end of the tax year.
registering
as
an
individual
entrepreneur once more
Those who were deregistered from the state registration during the On the 20-th day of the month,
tax year, from the day of re-registration until the end of the tax year. inclusive, following the day of
registering
as
an
individual
entrepreneur once more21
Procedure for Calculating a Turnover tax
Turnover tax is calculated by applying an appropriate rate to the turnover tax base, taking into account the
specifics of the activity in the sector of commercial and public catering.

To calculate the turnover tax, it is necessary to decide:




What will be the object of taxation?
Which will be considered a tax base?
What kind of turnover tax rate should be applied?

Given that this Manual addresses the specifics of taxation of tourism service providers, this Section will focus
only on the specifics of turnover tax on tourism services.
For subjects undertaking activity in the tourism industry, the object of taxation is: supply of goods, performance
of work or provision of services․

The tax base is the sales turnover of transactions that are object of taxation, i.e. the entrepreneurial income
received from supply of goods, performance of work or provision of services, in monetary expression, that does
not include amounts of value added tax, excise tax or environmental tax.
For subjects of tourism activity, the tax base is the sales turnover from supply of goods, performance of work,
provision of services.
The income derived from provision of intermediary services (from provision of services based on delegation,
commission or agency contracts) shall be determined by the aggregate amount of the remuneration of the
delegatee, commission agent or agent and the remuneration to be received, as a compensation, for the expenses
incurred by them in their name.
Hence, the tax base in terms of tourism services for tourism service providers is as follows:
1.

21

For the tour operator: Is the income received for provision of services; in the case of
intermediary services, it is the aggregate amount of the remuneration to be received; and for the
expenses incurred in his/her name, it is the compensation.

Except when the individual etrepreneur was considered a VAT payer in the given year prior to deregistration.
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2.

For the travel agent: Is the aggregate of the remuneration to be received for provision of
intermediary services and for the expenses incurred in his/her name, it is the compensation.

3.

For hotel services provider: Is the income received for provision of services.

4.

For public catering service provider: The tax base is the income received for disposal of culinary
product.

5.

For transfer of tourists: Is the income received from sale of travel tickets.

Illustrative Example 3.1 (Tour Operator)
"Operator" company being a turnover tax payer and a tour operator, developed a tour package, which
includes the following services:
1.
2.
3.
4.
5.
6.
7.

Air ticket (cost – 100 units)
Hotel reservation (cost for four days stay – 90 units)
Breakfast (cost – 5 units)
Tour/excursions (cost – 20 units)
Tour-guide (cost – 15 units)
Transfer: round transfer - airport – hotel-airport (cost – 10 units)
Medical insurance (cost -10 units).

The tour-guide is an employee of "Operator" company, as well as all passenger transfers and tours are
made by “Operator” company through its own vehicle.
The rest of the services included in the package were obtained by "Operator" company from other
companies. Thus:
A delegation contract has been signed with "Airline" company for the sale of air tickets, according to
which 10% of the amount received from the sale of tickets is its commission (in this Example it will
be 10 units - 100 * 10%);
Made hotel reservation from the hotel service company "Hotel", for which the “Operator” company
paid 80 units (4x20);
Breakfast is served by the hotel service company "Hotel". "Operator" company pays 4 units (4x1) for
serving breakfast to the tourist. "Operator" company paid 8 units to "Insurance" company for the
tourist medical insurance.
The cost of the tour package is 250 units (100 + 90 + 5 + 20 + 15 + 10 + 10).
The tax base for "Operator" company is 10 + 90 + 5 + 20 + 15 + 10 + 10 = 160 units.
Illustrative Example 3.2 (Tour Operator/Travel Agent)
On the basis of the agency contract concluded between "Agent" and "Operator" companies being
turnover taxpayers, "Agent" company at the expenses of “Operator” company and on its behalf disposes
the tour package developed by “Operator” company.
The cost of the package is 1,000 units. According to the signed contract, "Operator" company is obliged
to pay "Agent" company 100 units remuneration for the sale of the package and to reimburse the incurred
expenses.
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"Agent" company advertises the tour package on TV for the sale purposes, for which it pays 150 units.
In this Example, in case of disposal of the tour package, the tax base will be as follows:
For “Operator” company – 1,000 units;
For “Agent” company – 250 units (100+150).
Illustrative Example 3.3 (Hotel Service Provider)
"Operator" company that is an object of the hotel industry and is a turnover taxpayer, and a tour operator,
developed a tour package, which includes the following services
1.
2.
3.
4.
5.
6.

Air ticket (cost – 100 units)
Hotel reservation (cost for four days stay – 90 units)
Breakfast (cost – 5 units)
Tour/excursions (cost – 20 units)
Tour-guide (cost – 15 units)
Transfer: round transfer - airport – hotel-airport (cost – 10 units)

7. Medical insurance (cost -10 units).
In addition to the minimum hotel services, "Operator" company organizes and serves breakfast in the
morning in the hotel owned by it; carries out tourist transfers and excursions by his own vehicle, and
also, the guide that renders tour-guide services is an employee of "Operator" company. For the purchase
of air tickets, “Operator” company concluded a contract on intermediary services with "Airline"
company, according to which 10% of the proceeds from the sale of air tickets is its commission (in the
case described in this Example, it will amount to 10 units - 100x10%).
Medical insurance is provided through "Insurance" company, for which the company pays 9 units.
The cost of the tour package is 1,000 units.
For “Operator” company the tax base is 10+90+5+20+15+10+10=160 units.
Procedure of Calculation of the Amount of the Turnover Tax Subject to Payment to the State Budget
and the Rates Thereof
The reporting period for calculation and payment of the turnover tax is every reporting quarter.
On the basis of the results of the reporting quarter, until the 20-th day (inclusive) of the month following each
quarter, turnover taxpayers shall pay the turnover tax to the state budget carried at the below specified rates22.
Table 6: Turnover Tax Rates
No

Type of the Income Derived from the Tourism Activity

Rate
(percent)

1.

Income derived from the sale of the tour package by the tour operator

5

2.

Income derived from the tourism activity by the travel agent

5

3.

Income derived from rendering of hotel services

5

4.

Transfers, excursions/tours

5

5.

Income derived from exclusively carrying out activity in the public catering

6

22

RA Tax Code, Article 262
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6.

Income received by turnover taxpayers from sale of other assets, as well as
from other activities that submitted a statement in the form approved by the
tax authority on becoming a turnover taxpayer for undertaking activity in the
sector of public catering that is not included in the sector “Organization of
public catering” economic classifier, applied in the RA.

20

The amount of turnover tax calculated at the rate of 6% of the tax base formed from the activities in the field of
public catering for the reporting period shall be reduced in the amount of 3% of the total expenses incurred in
connection with the activities carried out in the field of public catering in the given reporting period,23 supported
by the documents defined by the RA Tax Code.

Expenses also include the amount of customs duty paid for the acquired or imported goods, as well as the
amounts of VAT, excise tax or environmental tax.

OR

23

RA Tax Code, Article 55, part 1-5, 11-13

50

Illustrative Example 3.4 (Tour Operator)
“Operator” company that is a turnover taxpayer developed a tour package that comprise the following
services:
1.
2.
3.
4.
5.
6.

Air ticket (cost – 100 units)
Hotel reservation (cost for four days stay – 90 units)
Breakfast (cost – 5 units)
Tour/excursions (cost – 20 units)
Tour-guide (cost – 15 units)
Transfer: round transfer - airport – hotel-airport (cost – 10 units)

7. Medical insurance (cost -10 units).
Some of the services included in the package were purchased by “Operator” company from other
companies, as follows:
1. For the sale of air tickets, “Operator” company signed an agency contract with “Airline” company,
according to which 10% of the proceeds from the sale of air tickets is its commission (in the case
described in this Example, it will amount to 10 units - 100x10%);
2. The hotel room was booked by the hotel service company "Hotel", for which it paid 80 units
(4x20);
3. Breakfast is served by the hotel service company "Hotel". "Operator" company pays 4 units for
serving breakfast to a tourist (4x1);
4. For medical insurance purposes, "Operator" company paid 8 units to "Insurance" company.
Thus, the cost of the tour package was amounted to 250 units (100 + 90 + 5 + 20 + 15 + 10 + 10), while
the tax base will be amounted to 160 units (10+90+5+20+15+10+10).
"Operator" company shall calculate the turnover tax at a rate of 5%. The amount of turnover tax will be
250 x 5% = 12.5 units.
Illustrative Example 3.5 (Tour Operator/Travel Agent)
On the basis of the agency contract concluded between "Operator" and "Agent" companies, that are
turnover taxpayers, "Agent" company on its behalf but at the expenses of “Operator” company sells the
tour package developed by the latter. The cost of the package is 1,000 units. In accordance with the signed
contract, for the sale of the package “Operator” company is obligated to pay a remuneration to “Agent”
company in the amount of 100 units and to compensate the expenses incurred by the latter.
For the sale of the tour package, “Agent" company initiates a promotion on TV advertising the tour
package.
In the Example described above, in case of sale of the tour package, the tax base will be equal to:
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For “Operator” company: 1000 units;
For “Agent” company: 250 units (100+150).
"Operator" and "Agent" companies shall calculate the turnover tax at a rate of 5%. Hence, the turnover
tax amount will be amounted:
For “Operator” company: 1,000 x 5% = 50 units;
For “Agent” company: 250 x 5% = 12.5.

Presentation of Turnover Tax Calculations
Subjects of the tourism industry that are turnover taxpayers shall submit to the tax authority turnover tax
calculation reports until the 20-th day (inclusive) of the month following each reporting period24.
The form of the turnover tax calculation is defined by Order No 299-N of the RA State Revenue Committee at
the RA Government, dated 30.12.2016.
Illustrative Example 3.6 (Hotel Services Provider)
"Operator" company is an object of the hotel industry that simultaneously organizes tours and sells air
tickets. In terms of the sale of air tickets, “Operator” company is an intermediary company.
1.
2.
3.
4.

Cost of an air ticket is 1000 units
Cost of one day in a single room in the hotel is 200 units
Cost of breakfast, lunch and dinner for one day is 150 units
Cost of one day tour/excursion is 100 points

In terms of sale of air tickets, the company signed an agency contract with "Airline" company, according
to which "Operator" company acts on behalf of "Airline" company and at the expenses of the latter.
According to the contract, in case of sale of an air ticket with a cost of 1,000 units, 150 units is the
commission fee payable to “Operator” company. The tax base for "Airline" company from this transaction
will be 1,000 points, while for "Operator" company it will be 150 units.
From the beginning of the given tax year, "Operator" company meets all conditions for being considered a
turnover taxpayer, however, on May 5, the sales turnover exceeds AMD 115 million (or a circumstance
incurred that is considered as the basis for termination from being considered a turnover taxpayer).
On May 25, "Operator" company submits a statement to the tax authority in the form approved thereby on
being considered a turnover taxpayer for activities in the sector of public catering.
The cost of the tour package mentioned above is 1,450 units (1,000 + 200 + 150 + 100), of which the tax
base for "Operator" company will be 600 units (150 + 200 + 150 + 100).
Expenses incurred for servicing breakfast, lunch and dinner is 50 units.

24

RA Tax Code, Article 53.
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"Operator" company sold this tour package on February 20 and on May 12.
Turnover tax on income derived from the sold package on February 10 should be calculated at the
following rates:
1.
2.
3.
4.

From sale of air tickets: 150x5%=7.5,
From accommodation: 200x5%=10,
For breakfast, lunch and dinner: 150x6% - 50x3%=9-1.5=7.5 > 150x4%=6
For organization of tours/excursions: 100x5%=5:

Total amount of turnover tax with regard to the transaction made on February 10 will be amounted to: 30
units: 7.5+10+7.5+5:
The amount of tax in terms of the income derived from sale of the tour package on May 12 and reported
on May 12 25 shall be calculated at the following rates:
1.
2.
3.
4.

From sale of air tickets: 150x20%=30,
From accommodation: 200x20%=40,
For breakfast, lunch and dinner: 150x6% - 50x3%=9-1.5=7.5 > 150x4%=6
For organization of tours/excursions: 100x20%=20:

The total amount of turnover tax in terms of the transaction made on May 12 will be amounted to 97,5
units: 30+40+7.5+20.
Statement 1. Lines 6, 14, 16 and 17 of the Calculation (1-st Quarter)
6. Calculation of the tax in terms of the income derived from the activity held in the sector of
public catering
6.1. Income derived from the activity held in the sector of pubic catering during the reporting
150
quarter
6.2. Tax rate to the income derived from the activity held in the sector of public catering
6%
6.3. Tax amount calculated for the reporting quarter in terms of the income derived from the
9
activity held in the sector of public catering
6.4. Amount of expenses incurred in relation to the activity held in the sector of public catering 50
during the reporting quarter
6.5. Rate on the amount of expenses related to activities held in the sector of public catering for 3%
calculation of the amount deductible from the tax amount
6.6. Amount deductible from the tax in the reporting quarter
1.5
6.7. Minimum amount of the tax for the reporting quarter (4%)
6
6.8. Amount of tax subject to payment and calculated for the reporting quarter
7.5
Type of income taxed at turnover tax
14. Income derived from activity held in the sector of
public catering
16. Income derived from sale of other activity or other
assets
17. Total
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Income[A]

Rate[B]

150

X

Amount of
tax[C]
7.5

450
(150+200+100)
600

5%

22.5

X

30

Statement 2. Lines 6, 14, 15 and 17 of the Calculation (2-nd Quarter)
6. Calculation of tax in terms of income derived from the activity held in the sector of public catering
6.1. Income derived from the activity held in the sector of public catering during the reporting quarter
6.2. Tax rate to the income derived from the activity held in the sector of public catering
6.3. Tax amount calculated for the reporting quarter in terms of the income derived from the activity
held in the sector of public catering
6.4. Amount of expenses incurred in relation to the activity held in the sector of public catering during
the reporting quarter
6.5. Rate on the amount of expenses related to activities held in the sector of public catering for
calculation of the amount deductible from the tax amount
6.6. Amount deductible from the tax in the reporting quarter
6.7. Minimum amount of the tax for the reporting quarter (4%)
6.8. Amount of tax subject to payment and calculated for the reporting quarter
Type of the income taxed at turnover tax

Income [A]

14. Income derived from activity held in the sector of public
150
catering
15. Income received by turnover taxpayers from sale of other
450
assets, as well as from other activities that submitted a statement (150+200+100)
in the form approved by the tax authority on becoming a turnover
taxpayer for undertaking activity in the sector of public catering
that is not included in the sector “Organization of public catering”
economic classifier, applied in the RA
600

17. Total

Rate[B]

150
6%
9
50
3%
1.5
6
7.5

X

Amount of
tax[C]
7.5

20%

90

X

97.5

Shift from the Turnover Tax System to the General Taxation System
From the moment when taxpayers cease to be considered a turnover taxpayer and are shifted to the general tax
system, taxpayers shall calculate and discharge their tax liabilities during the remaining period of the given tax
year in respect of the tax bases formed after the moment of ceasing to be considered a turnover taxpayer.
In case of shifting from the turnover tax system to general tax system, expenses for acquiring fixed assets and
intangible assets, as well as capital expenditure made thereon shall be deducted from the gross income of the
taxpayer before and during the period of being considered a turnover taxpayer. Within the meaning of this
paragraph, in case of shifting from the turnover tax system to general tax system:
1)

amortization deductions calculated in the procedure prescribed by the Code with regard to fixed assets
and intangible assets in the turnover tax system shall be taken into consideration for the purpose of
determining the carrying amount of fixed assets and intangible assets;

2)

expenses for amortization deductions calculated in the procedure as prescribed by the Code with regard
to fixed assets and intangible assets shall be deducted from the gross income from the 1-st day of the
month following the one including the day of shifting from the turnover tax system to general tax system;

3)

administrative, sales and other expenses of non-productive nature, as well as financial expenses (in respect
of the amount that shall be deducted during the tax year to which it refers), that refer to the month
including the day of shifting from the turnover tax system to general tax system, shall be deducted from
gross income by the number of days from the day of transition from the general tax system to the end of
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the month, in the amount corresponding to the specific weight in the structure of all days of the given
month.
In case of shifting from the turnover tax system to general tax system, historical costs of the assets not
referred to above, acquired before and during the period of being considered a turnover taxpayer shall be
deducted from the gross income of the taxpayer.
In case of shifting from the turnover tax system to general tax system, twenty-five fold of the nondeductible portion of acquisition expenses of goods shall be deducted from gross income for the reporting
period that includes the day of shifting from the turnover tax system to the general taxation system.
4)

Where in the turnover tax reporting periods, the offset (reduced) VAT amounts were deducted and added
to the acquisition cost, are attributed fully or partially to VAT taxable transactions during the subsequent
reporting periods, then
1) with respect to goods (except for the fixed asset), work or service, the non-offset (non-reduced) VAT
amounts shall be subject to being added to the amounts subject to offset (reduction) during the
reporting period:
a. in the amount calculated at 16.67 percent settlement rate of VAT against the cost corresponding
to the share directly attributed to VAT taxable transactions during the given reporting period;
b. in the tax amount determined by the coefficient corresponding to the specific weight of the tax
base of VAT taxable transactions within the common tax base of all transactions performed
during the reporting period, where during the reporting period the given goods, work or service
are attributed to VAT taxable and VAT non-taxable transactions, and where it is impossible to
directly attribute the given goods, work or service to VAT taxable and VAT non-taxable
transactions;
c. with respect to goods (except for the fixed asset), work or service, in the amount calculated at
16.67 percent settlement rate of VAT against the tax base corresponding to the share not
attributed to VAT non-taxable transactions, where the supply of goods, performance of work or
provision of service during the reporting period is a VAT taxable transaction;
2) with respect to a fixed asset or an intangible asset, the non-offset (non-reduced) VAT amounts
shall be subject to being added to the amounts subject to offset (reduction) during the reporting
period:
a. in the amount calculated at 16.67 percent settlement rate of VAT against the amount of
amortization deductions calculated for the given fixed asset or intangible asset in the amounts
prescribed for the given reporting period by Article 121 of the Code, where the use of that
fixed asset or intangible asset during the given reporting period has been attributed
exclusively to VAT taxable transactions;
b. in the amount of the product of the amount calculated at 16.67 percent settlement rate of VAT
against the amount of amortization deductions calculated for the given fixed asset or
intangible asset in the amounts prescribed for the given reporting period by Article 121 of the
Code and of the coefficient corresponding to the specific weight of the tax base of VAT
taxable transactions within the common tax base of all transactions performed during the
reporting period, where the given fixed asset or intangible asset is simultaneously attributed
to both VAT taxable and VAT non-taxable transactions during the reporting period;
c. in the amount calculated at 16.67 percent settlement rate of VAT against the carrying amount
of the given fixed asset or intangible asset, where the disposal of the given fixed asset or
intangible asset during the reporting period is a VAT taxable transaction.
Crediting of the Turnover Tax Amount to the Unified Account
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For the purpose of satisfying tax liabilities in terms of the turnover tax, taxpayers shall make the payment to the
uniform account.
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PART 2– SYSTEM OF MICRO-ENTREPRENEURSHIP
What is a Micro-entrepreneurship?
The RA Tax Code specifies certain criteria for micro-entities. Companies and individuals that undertake
activities in the tourism industry for the purpose of getting entrepreneurial income may carry out their
entrepreneurial activities within the framework of preferential system of micro-entrepreneurship if and only if
they meet those criteria.
Who Can be Considered to be Subjects of Micro-Entrepreneurship?
The following can be considered subjects to micro-entrepreneurship:
1. companies;
2. individual entrepreneurs;
3. individuals.
Cases and Terms of being Considered Subjects to Micro-Entrepreneurship
It should be noted that in order to be considered a subject to micro-entrepreneurship, it is necessary to submit a
relevant statement Moreover, there are clear deadlines for submitting the statement and in case of failure of
submitting the statement within that deadline, the entities (i.e. subjects) cannot be considered microentrepreneurs.
Table 7․ Submission of the Statement on Being
Considered a Subject to Micro-Entrepreneurship applicable to companies and individual entrepreneurs
Term for Being Considered a Subject to MicroEntrepreneurship
From January 1 of the given tax year until the end of the given tax
year
Those who were granted the state registration or registered during
the tax year, from the day of state registration or registration until
the end of the given tax year

Deadline for Submission of the
Statement
Before February 20, inclusive, of the
given tax year
On the 20-th day of the month,
inclusive, following the day of state
registration or registration

Those who did not carry out activities before February 20 of the tax On the 20-th day of the month,
year (those who ceased the activity), from the day of resumption of inclusive, following the day of
activities until the end of the given tax year
resumption of activities
Those who de-registered before the start of the given tax year, from On the 20-th day of the month,
the day of re-registration until the end of the given tax year
inclusive, following the day of
registration
as
an
individual
entrepreneur
Those who were de-registered during the tax year, from the day of On the 20-th day of the month,
re-registration until the end of the given tax year
inclusive, following the day of reregistration
as
an
individual
entrepreneur25.
Case of Individuals. In order to be regarded a subject to micro-entrepreneurship, an individual not being an
individual entrepreneur shall submit a statement to the tax authority on being considered a micro-entity, in the
form approved by the tax authority, for any period of undertaking activity (any reporting month selected in the
25

Except for the cases, when an individual entrepreneur, before de-registration, was considered a VAT payer during the given year.
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tax year or more than one reporting months or the tax year or tax years) before carrying out the type of the given
activity or continuing the type of that activity. Within one working day following the day of submitting the
statement, the tax authority shall issue a license to the individual to be considered a subject of a microentrepreneurship26.27

The significant condition for being considered as a subject to a micro-entrepreneurship is the annual turnover
of all types of activities held by the given subject during the previous tax year that shall not exceed AMD 24
million. Moreover,
1)

2)

26
27

sales turnover also includes sales turnover attributed to the types of activities held within the scope of
turnover taxation system, as well as to the activity defined by Articles 19.7 and 19.8 of the RA Law on
State Duty;
in case of re-organization of commercial organizations, sales turnover of all legal predecessors is taken
into account for all legal successors (companies).

RA Tax Code, Article 150, point 7
RA Tax Code, Article 151, point 3
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Who Cannot be Considered to be Subjects to Micro-Entrepreneurship?
Entities or individuals cannot be considered to be subjects to micro-entrepreneurship, in case they are
simultaneously considered:
1) A company or an individual entrepreneur engaged in trading (purchase and sale) within the administrative
boundaries of the city of Yerevan, a company or an individual entrepreneur engaged in trading (buying and
selling) in places of trades, shopping centers and fairs outside the administrative boundaries of the city of
Yerevan, as well as a company or an individual entrepreneur engaged in trading (buying and selling) of cars
(buying and selling) or undertaking trade activities within the framework of e-commerce;
2) A company or an individual entrepreneur undertaking activity in the sector of public catering (other than
activities directly related to hotel services rendered through guest houses, in particular in the sector of public
catering (breakfast, lunch, dinner)) within the administrative boundaries of the city of Yerevan, as well as a
company or an individual entrepreneur performing work or rendering services similar to the following work
and services, such as consulting, legal, accounting, translation, expert-examination, medical, dental
services, information development (including, collection and generalization of information) and transfer
(transmission), research, experimental-design and experimental-technological (technological) work;
3) A company or an individual entrepreneur engaged in trading (buying and selling) that undertakes supply of
goods to organizations or individual entrepreneurs. This refers only to buying and selling transactions, while
in terms of providing services or performing work, transactions can be made with organizations or
individual entrepreneurs, and relevant settlement documents can be issued thereof;
4)

A company or an individual entrepreneur who violated the operational rules of cash register machine for
the third time during the tax year — from the day of recording the violation until the end of the tax year
following the one including that day;

5) A company, individual entrepreneurs (RA Tax Code, Article 30) considered to be related, except for the
cases when companies and/or individuals related thereto submitted to the tax authority a statement on
terminating their activity and did not actually carry out activity after the day of submitting the statement;
6)

A commercial organization or an individual recognized to be related by the decision of the head of the tax
authority, and the total sales turnover for all types of their activities for the preceding tax year and during
the current tax year exceeds AMD 24 million (RA Tax Code, Article 30);

7)

A company and individual entrepreneurs acting as a party to a contract on joint activity, as well as to a
commission contract for supply of goods or an agency contract for supply of goods providing for a
condition of acting on behalf of the agent (RA Tax Code, Article 31);

8)

Individuals not being an individual entrepreneur using the work of other individuals not being individual
entrepreneur during their activity. This means that an individual who is not an individual entrepreneur and
is subject to a micro-entrepreneurship has not the right to be an employer for other individuals who are not
individual entrepreneurs;

9)

Banks, credit organizations, insurance companies, investment companies, professional participants in the
securities market, pawnshops, persons engaged in currency exchange and currency exchange dealer/broker
activities, investment funds, fund managers, payment and settlement organizations, notaries, casinos,
persons engaged in organization activities of casinos and games of chance.

Taxes and Fees to be Calculated and Paid by Entities Undertaking Tourism Activity Being Subject to a
Micro-Entrepreneurship
Subjects to a micro-entrepreneurship carrying out tourism activities are exempt from the obligation to calculate
all state taxes arising on micro-entities and to pay them to the state budget (including, as a tax agent, the
obligation to calculate, withhold and transfer the tax to the state budget, as well as the obligation to make
advance payments of profit tax).
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Except for:
Subjects to a micro-entrepreneurship are not exempt from:
1)

Obligation to calculate taxes and payment to the state budget, in the procedure defined by the Code, in
respect of goods imported to the RA (including from the EAEU member states);

2)

Obligation (including, for incomplete months) to calculate and pay a monthly individual income tax of five
thousand drams for each hired employee from the taxable income paid (calculated) by the tax agent to the
contracted employees involved in micro-entrepreneurship, which is considered the final tax liability for
the individual income tax in respect to that income;

3)

Obligation to calculate and pay social payment28 for each hired employee and a special fee to the Army
Insurance Fund29;

4)

Obligation to calculate and pay excise tax, environmental tax or road tax to the state budget.

Illustrative Example 3.7 (Tour Operator)
"Operator" company that is a subject to a micro-entrepreneurship, developed a tour package that includes the
following services:
1.
2.
3.
4.
5.
6.
7.

Air ticket (cost - 100 units)
Hotel reservation (cost for four days stay – 90 units)
Breakfast (cost - 5 units)
Excursions (cost – 20 units)
Tour guide (cost – 15 units)
Transfer: round transfer – airport - hotel - airport (cost – 10 units)
Medical insurance (cost – 10 units)

The guide and the driver are employees of "Operator" company. All tours and transfers of tourist are made
by “Operator” company by using its own vehicles. All other remaining services that are included in the
package were obtained by "Operator" company from other companies. Hence:
In terms of sale of air tickets, the company signed an agency contract with “Airline” company, according to
which 10% of the amount received from the sale of air tickets is its commission fee (in the case specified in
this Example it will be 10 units - 100x10%).
“Operator” company booked the hotel room from "Hotel" company, for which he paid 80 units (4x20).
Breakfast is served by “Hotel” company rendering hotel services. "Operator" company pays 4 units to a
tourist for serving the breakfast (4x1).
"Operator" company paid 8 units to "Insurance" company for tourist medical insurance.
28
29

RA Law on Accumulative Pensions, Article 81
RA Law on Compensation of Injuries to Life or Health of Military Servants during the Protection of the RA, Article 12
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Hence, the cost of the tour package is amounted to 250 units (100+90+5+20+15+10+10).
"Operator" company does not pay tax for this transaction, instead pays AMD 10,000 (2x5,000) to the state
budget for the guide and the driver that are hired employees, as well as a social payment calculated in
accordance with the RA Law on Accumulative Pensions and a special fee to the Army Insurance Fund
depending on the amount of the salary30.
Illustrative Example 3.8 (Providing of Services through Guest Houses)
An individual providing hotel services through guest houses (registered with the tax authority) developed a
tour package, which includes the following services:
1.
2.

Guest house overnight stay - 10 units
Breakfast, lunch, dinner - 15 units

Thus, the cost of the tour package was 25 units (10 + 15). The individual does not pay tax for this transaction.

30

Salary and other equal pays or income paid within the framework of civil and
legal contracts
In case of up to AMD 100,000 calculation base
In case of 100 001 to 200 000 AMD calculation base
In case of 200 001 to 500 000 AMD calculation base
In case of 500 001 to 1 000 000 AMD calculation base
1 000 001 AMD դեպքում in case of more calculation base
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Amount of the Special Fee
AMD 1500
AMD 3000
AMD 5500
AMD 8500
AMD 15000

Illustrative Example 3.9 (Hotel Services Provider)
“Operator” company that is an object of the hotel industry that is considered a subject to microentrepreneurship developed a tour package, which includes the following services:
1.
2.
3.
4.
5.
6.
7.

Air ticket (cost - 100 units)
Hotel reservation (cost for four days stay – 90 units)
Breakfast (cost - 5 units)
Excursions (cost – 20 units)
Tour guide (cost – 15 units)
Transfer: round transfer - airport - hotel –airport (cost – 10 units)
Medical insurance (cost – 10 units)

In addition to the minimum hotel services, "Operator" company serves breakfast in the hotel owned by it,
which is located outside the administrative territory of Yerevan. At the same time, "Operator" company
carries out transfers and tour/excursions for tourists by its own vehicle. The guide that renders tour-guide
services is an employee of "Operator" company. For the purchase of air tickets, “Operator” company
concluded a contract on intermediary services with "Airline" company, according to which 10% of the
proceeds from the sale of air tickets is its commission (in the case described in this Example, it will amount
to 10 units - 100x10%). Medical insurance is provided through "Insurance" company, for which the
company pays 9 units.
Thus, the cost of the tour package is 250 units (100+90+5+20+15+10+10).
"Operator" company does not pay tax for this transaction, instead pays AMD 10,000 (2x5,000) to the state
budget for the guide and the driver that are hired employees, as well as a social payment calculated in
accordance with the RA Law on Accumulative Pensions and a special fee to the Army Insurance Fund
depending on the amount of the salary.
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Calculations Made by Entities Undertaking Tourism activities being Subjects to a Microentrepreneurship and the Deadlines for Paying Taxes
Subjects to a micro-entrepreneurship that undertake tourism activities (other than those rendering hotel services
through guest houses) shall until 1 February (inclusive) of the tax year following the given tax year submit a
report to the tax authority on the sales turnover in respect of all types of activities during the preceding tax year.
Individuals rendering hotel services through guest houses that are not individual entrepreneurs (subjects to
micro-entrepreneurship) do not submit tax calculations. Entities and individual entrepreneurs considered to be
subjects to a micro-entrepreneurship shall, before the 20-th of the month (inclusive) following each reporting
month, submit an individual income tax calculation for each employee contracted by the micro-entrepreneurship
and to pay the monthly income tax amount of five thousand drams calculated for each employee.
It was already presented above that subjects to a micro-entrepreneurship in certain cases are not exempt from
certain types of taxes and payments. Due to this, they have an obligation to submit appropriate calculations for
those (non-exempt) taxes and payments, in particular:
1) In case of import of goods into the territory of the RA from the EAEU member states the taxpayer shall be
obliged to — prior to and including the twentieth day of the month following the month that includes the
day of import of goods into the territory of the RA — submit only the following documents to the tax
authority: a) tax declaration of import completed by the importer, or b) the statement on the import of goods
and payment of indirect taxes (or exemption from indirect taxes, payment of indirect taxes under another
procedure)
2) A unified calculation of the VAT and excise tax - reflecting the amount of VAT identified in the issued tax
invoice, in which the amount of VAT reflected shall be paid to the state budget before the 20-th day of the
month (inclusive) following each reporting month;
3) In case of being considered an excise taxpayer, a unified calculation of the VAT and excise tax to be
submitted to the tax authority before the 20-th day of the month (inclusive) following each reporting month,
in which the amount of excise tax reflected shall be paid to the state budget before the 20-th day of the
month (inclusive) following each reporting month;
4) Unified tax calculation of environmental tax and natural resources utilization fee, in which the amount of
tax and the amount of fee reflected shall be paid to the state budget before the 20-th day of the month
(inclusive) following each reporting month.
Transition of Entities Undertaking Tourism Activities from the System of Micro-Entrepreneurship to
the Turnover Tax System or the General System of Taxation
From the moment of ceasing to be considered a subject to a micro-entrepreneurship, entities undertaking tourism
activities shall:
1) in case of shifting to the turnover tax system, calculate and fulfill the tax liabilities incurred during the
remaining period of the given tax year (except for the cases of being considered a VAT payer during the
tax year) in respect of the tax bases formed from the moment of ceasing to be considered a microentrepreneurship entity;
2) in case of shifting to general tax system, calculate and fulfill the tax liabilities incurred during the remaining
period of the given tax year in respect of the tax bases formed after the moment of ceasing to be considered
a micro-entrepreneurship entity as prescribed by the Code
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In case of shifting from the micro-entrepreneurship system to general tax system, expenses for acquiring fixed
assets and intangible assets shall be deducted from the gross income of the taxpayer before and/or during the
period of being considered a micro-entrepreneurship entity. Within the meaning of this paragraph, in case of
shifting from the micro-entrepreneurship system to general tax system31:
1)

for the purpose of determining the carrying amounts of fixed assets and intangible assets, amortization
deductions calculated with regard to fixed assets and intangible assets in the micro-entrepreneurship
system shall be taken into consideration;

2)

expenses for the amortization deductions calculated with regard to fixed assets and intangible assets shall
be deducted from the gross income from the 1st day of the month following the one including the day of
shifting from the micro-entrepreneurship system to general tax system;

3)

administrative, sales and other expenses of non-productive nature, as well as financial expenses, which
refer to the month including the day of shifting from the micro- entrepreneurship system to general tax
system, shall be deducted from the gross income in the amount corresponding to the proportion of the days
— included in the period from the day of shifting from the turnover tax system to general tax system until
the end of the month including that day — within all the days of the given month;
In case of shifting from the micro-entrepreneurship system to general tax system, historical costs of assets
made before and/or during the period of being considered a micro- entrepreneurship entity shall be
deducted from the gross income of the taxpayer.

4)

Where the acquisitions, with respect to which the offset (reduction) of VAT amounts has been carried out
during the reporting periods of being subject to a micro-entrepreneurship, are attributed fully or partially
to VAT non-taxable transactions during the next reporting periods, then
i) with respect to goods (except for the fixed asset), work or service, the non-offset (non-reduced) VAT
amounts shall be subject to being added to the amounts subject to offset (reduction) during the reporting
period;
a/ in the amount calculated at 16.67 percent settlement rate of VAT against the cost corresponding to the
portion directly attributed to VAT taxable transactions during the given reporting period;
b/ in the tax amount determined by the coefficient corresponding to the specific weight of the tax base
of VAT taxable transactions within the common tax base of all transactions performed during the
reporting period, where during the reporting period the given goods, work or service are attributed to
VAT taxable and VAT non-taxable transactions, and where it is impossible to directly attribute the
given goods, work or service to VAT taxable and VAT non-taxable transactions;
c/in the amount calculated at 16.67 percent settlement rate of VAT against the tax base corresponding to
the portion not attributed to VAT non-taxable transactions on the given goods, work or service, where
the supply of goods, performance of work or provision of service during the reporting period is a
VAT taxable transaction
ii) with respect to fixed asset or intangible asset, the non-offset (non-reduced) VAT amounts shall be
subject of being added to the amounts subject to offset (reduction) during the reporting period;

31

RA Tax Code, Article 274, point 1(3).
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a/in the amount calculated at 16.67 percent settlement rate of VAT against the amount of amortization
deductions calculated for the given fixed asset or intangible asset in the amounts prescribed for the
given reporting period by Article 121 of the Code, where the use of that fixed asset or intangible asset
during the given reporting period has been attributed exclusively to VAT taxable transactions;
b/ non-offset (reduced) VAT amounts shall be subject to reformulation — to being added to the amounts
subject to offset (reduction) during the reporting period — in the amount of the product of the amount
calculated at 16.67 percent settlement rate of VAT against the amount of amortization deductions
calculated for the given fixed asset or intangible asset in the amounts prescribed for the given reporting
period by Article 121 of the Code and of the coefficient corresponding to the specific weight of the tax
base of VAT taxable transactions within the common tax base of all transactions performed during the
reporting period, where the given fixed asset or intangible asset is simultaneously attributed to both
VAT taxable and VAT non-taxable transactions during the reporting period
c/In the amount of 16.67% VAT calculated on the carrying amount of the fixed asset or intangible asset,
if the disposal of the fixed asset or intangible asset in the reporting period is a transaction subject to
VAT taxation.
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