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TAX ADMINISTRATION IN KAZAKHSTAN:
MAIN TRENDS, ECONOMIC AND LEGAL FRAMEWORK,
SPECIFICS AND URGENT PROBLEMS

In this article we give a definition to tax administration, its legal framework and urgent prob-
lems. Findings have brought us to the conclusion that tax administration is a tax policy or manage-
ment of tax reform which embodies its legal, managerial and technical as well as administrative
support of a complex process of tax collection and distribution, day-to-day supervision of unam-
biguous interpretation across the country and strict observance of tax laws, with respect to protec-
tion of taxpayer's rights and prompt settlement of any issues arising during this process. At that,
contemporary tax administration must be governed by such principles as individual declaration by
taxpayers, benevolent environment of interaction between tax authorities and taxpayers and con-
tinuous, reliable and efficient monitoring of correct tax assessment and timely payment of taxes.
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Mapnina Cunaraesa

ITOJATKOBE AIMIHICTPYBAHHA B PECITYBJIIII KASAXCTAH:
OCHOBHI TEHJAEHIIII, EKOHOMIYHA I ITIPABOBA BA3A,
OCOBJIMBOCTI I AKTYAJIBHI ITPOBJIEMH

Y cmammi oano euznavenns nodamrkogozo admimicmpyeawHs, 1020 npaeosi ocHogu i
axkmyaavHi npobaemu. Pezyivmamu 0ocaidycenna npueeau 00 BUCHOBKY, W0 NOOAMKO6e
aominicmpy8aHus no cymi € no0amKo8or nNOAIMUKOI0 i yRpasaiHHAM no0amKogorw pegopmoio,
AKA 6mMIAlOE NPaAogy, YNPAGAiHCbKy i MeXHIYHy, a MaxKoxdc aOMIHICMpPamueny niOmpumKy
CKAa0H020 npouecy 300py nodamkie ma ix po3noodiay, KOHMpPOAr0 00HO3HAUHO20 MAYMAHEHHS NO
6ciil kpaini i cmpoeo2o0 AOMPUMAHHA NO0AMK08020 3AKOHO0ABCMEA, Yy M. 4. 8IOHOCHO 3AXUCHY
npae niamHuKie no0amkie i onepamueHo2o 6pezyar06anHs 6y0b-aKuUX NUMAHb, W0 GUHUKAIOMb 8
x00i uvoeo npouecy. Ilpu yvomy cyuacne nooamkoee aoOMiHiCMpY8aHHS NOGUHHE Kepy8aAMUCS
maxkumu npunyunamu AK inousidyaavHi dexaapauii npo 0oxodu, 006posutiuse cepedosuuie
63aemo0ii Mixc nodamkosumu opeanamu i nAaAGmMHUKAMU N00amkie i 6e3nepepenuil, Haoditinuil i
eghexmueHull KOHMPOAL NPABUALHOCH HAPAXYBAHHS NOOAMKY I CB0EHACHICMb CRAAMU NOOAMKIE
naamuukamu.

Karwuoei caosa: nodamkose adMminicmpyeanHs, nodamkKoea NOAIMUKA, KyAbmypa
0Nn00amKy8anHsi, NOOAMK08a IHCNeKyis, NAAMHUK NOOAMKI6.
Ta6. 2. Jlim. 14.

Maauna Ceinaraesa

HAJIOTOBOE AAMUHUCTPUPOBAHMUE B PECITYBJIMKE
KA3AXCTAH: OCHOBHbBIE TEHAEHIIMHN, DKOHOMHNYECKAS
N ITPABOBAA BA3A, OCOBEHHOCTU 1 AKTYAJIbHBIE ITPOBJIEMbI

B cmamuve 0ano onpedeaenue HA.10206020 AOMUHUCHPUPOBAHUS, €20 NPAGOBBIE OCHOBLL U
akmyaavnvie npobaemol. Pesyasbmamot ucciedosanus npuseiu K 661600y, Mo HA.102080€
AOMUHUCTMPUPOBAHUE NO CYMU H6ASAEMCS HAA02080l NOAUMUKON U YRPAGAEHUEM HA102080l
pepopmoli, Komopas eonioujaem npasogyrd, YnpaeieHHecKyl) U HMeXHUHeCKyl, d MmakKmce
AOMUHUCIMPAMUBHYI0 NO00EPHCKY CAONCHO20 npouecca coopa HA10208 U UX pacnpedeieHus,
KOHMPO4si 00HO3HAYHO20 MOAKOBAHUS MO 6Celi CMpAaHe U CHIPO2020 COO.H00eHUsl HA10208020
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3aKoHOdameabcmea, 6 MoM Hucie 6 OMHOWIEHUU 3AWUMbL NPAG HAA020NAAMEALUUKOE U
OnepamueHo20 ypeyiuposanus Ar00bIX 60NPOCo8, GOHUKAIOWUX 8 X00e 3mo20 npoyecca. Ilpu
SMOM COBPEMEHHOe HA102060¢ AOMUHUCIPUPOBAHUE O00AXHCHO PYKOBOOCHMBOBAMbCA MAKUMU
npuHuuUNamMu Kax uHOuuOyaavHvle Oekaapauuu o 00xodax, 0obpodcesameavHas cpeoa
e3aumodeticmeust mexcoy HA10206bIMU OP2AHAMU U HAA020NAAIMEALUUKAMU U HENPepPbIGHDLI,
HaodexcHblil u Ihghexmuenvlii KOHMPOAL NPABUALHOCIU HAMUCACHUSA HAA02A U CB0EBPEMEHHOCHD
YNAGMbL HAA0208 HAA020NAAMEALUUKAMU.

Karouesvie caoea: nan02060e AOMUHUCMPUPOBAHUE, HAN0208AS NOAUMUKA, KYA1bmypa
HaN0200010JICeHUe, HAN0208A51 UHCNEKYUsl, HAA020NAAMEeNbUUK.

Tax administration. One of main objectives of tax lawmaking is to ensure efficient
operation of tax authorities and to create a modern mechanism of tax administration
which ensures high quality monitoring of compliance with tax laws.

Well-developed market infrastructure includes formation of efficient tax mecha-
nisms which facilitate growing budget revenues and regulation of economic process-
es, therefore perspective of a tax system as an institutional unity of legislation, admin-
istration, separate taxpayer that harmonizes economic relationships in the communi-
ty seems crucial.

In this connection, a need arises in qualitatively different operation of the tax
system underlain by modern principles of state management of civil community in a
socially-oriented market economy. One of the elements of fundamental modifica-
tions in the tax system includes generation and development of an institute of tax
administration.

Administration is a relatively new term in theory and practice of management. It
has different meanings, therefore it is necessary to determine its precise meaning.
Administration is a process, activities and management method which realize their
potential in order to achieve a certain purpose, public or state.

Let's refer to the encyclopedic dictionary [7]. Tax administration is defined as
activities of tax authorities to monitor compliance with tax laws. Meanwhile, there
are other definitions. Researches ambiguously propose them since tax administration
has a lot of interpretations. Let's quote some of them [8, p. 125]. For instance:

- asystem through which the state manages tax relations being a subject of tax
administration;

- paramount field of research and practice studies and methodological actions
being a part of general theory and practice of management;

- a set of methods, techniques and means of information support through
which regulatory and management agencies, including tax administration of all lev-
els vector operation of tax mechanism in lawmaking direction and coordinate tax
actions under drastic changes in economy and policy.

Quality of institutes of state power is assessed mainly through economic success-
es of a state. In this factor of quality significant role is assigned to taxation which must
have a clear economic content and be one of main conditions for improving eco-
nomics ensuring further dynamic economic growth in a country.

Sound tax administration is a decent implementation of tax policy. The best tax
policy may fail unless tax administration is capable of introducing it in practice [9,
page 47].
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Tax administration and tax policy of a state are interrelated factors of condition
of a socio-political system of state. They interact and any reform in taxation in par-
ticular and in fiscal system in general always must provide efficient mechanisms of tax
administration.

Thus, “tax administration” is revealed from 3 perspectives.

First, it is a system of management agencies (legislative and administrative agen-
cies). Their scope of responsibilities includes procedural support of passing a tax con-
cept to a next targeted period, i.e. study and discussion, legislative approval.
Moreover, they must compile tax budget performance reports and thoroughly study
them.

Second, it is a set of rules and guidelines that regulate tax actions and specific
taxation method determining the responsibility for breach of tax laws.

Third, it is an information space of exercising management functions [10, p. 374].

In summing up researches on the theoretical and methodological frameworks
the following qualitative features of tax administration are proposed:

- ensuring interconnection of fundamental social sciences and dynamic percep-
tion of achievements of economic and financial science;

- legal substantiation in improving lawmaking and regulatory framework;

- managing taxation process;

- assistance to receipt of taxes to the budget;

- supervising timely and full tax payment; forecasting tax receipts;

- involvement in inter-budgetary relations and social processes, awareness;

- strict regulation and records of its performance;

- summing up local and foreign experience of taxation;

- improving taxation towards development of a socioeconomic system of the
society.

Thus, tax administration is a quite expansive process in terms of its internal eco-
nomic content, external forms of interaction, conditions of organization, subjects
and objects of the administration process itself, aggregate of tasks being solved, target
values and significance of performance.

Reforming tax system in order to use taxes as a key tool of economic regulation
and stimulation of an economic growth is among key tasks of the contemporary
financial system. The Government of Kazakhstan has made much for several past
years to create a tax system compliant with the standards of market economy to bring
the domestic tax system closer to the world practice.

The Government of the Republic has created more favorable conditions for the
social sector, SME, introduced preferential conditions for farmers, cut rates of VAT,
social tax, individual income tax, introduced tax preferences under corporate income
tax, land tax and property tax. It has significantly improved amortization policy,
introduced for leasing operations a regulation whereby it is possible to classify deduc-
tions from taxable income interest amounts from financial leasing of fixed assets
leased for more than 3 years with a subsequent transfer to a lessee. It has also legisla-
tively fixed monitoring forms and types.

Special place is taken by the issue of legally secured subjects of tax administra-
tion under the existing laws.
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Table 1. Methods and forms of tax administration

Methods of tax Forms of tax administration
administration

1. Tactical

assessing tax potential of a region

approving tax budget

Tax planning developing goals

determining shared distribution of rates and privileges
2. Strategic

in tax administration system it is nothing but forecasting a
key objective of which is to forecast and evaluate tax
{potential and receipt of taxes and charges to budgets of all
evels

3. Tax incentives systems

3.1. Changing deadlines of tax payments

tax rate efficiency

tax benefit system

cancelling prepayments

reducing tax liabilities

reducing tax rate

3.2. Extending tax or investment tax loan

3.3. Granting delay or payment by installments

4. System of sanctions

financial

administrative

criminal

payer’s registration and recording

reporting acceptance and processing

accounting receipt of taxes and charged amounts
monitoring timely receipt of payments

Tax management tax inspections

implementing inspection materials

monitoring implementation of inspection materials and
payment of charged fines

Tax regulation

Specifics and urgent problems of tax administration in Kazakhstan. Tax adminis-
tration under the law and supplementing the latter can be called a kind of core of tax
mechanism from the theoretical and practical viewpoints. All its items (planning,
accounting, regulation and monitoring) are management actions of professionals in
regulatory, management agencies, in think tanks etc. Provisions of tax law make it
possible to arrange a rational system of tax administration and to extend it to the
entire tax mechanism.

Along with general and special parts the existing Tax Code of Kazakhstan con-
tains a specialized part “Tax Administration” which regulates the procedures of tax
control, application of enforcement of delayed tax liability and measures of forced
collection of tax debts as well as provision of state services to taxpayers and other
authorized state agencies by tax authorities subject to laws of Kazakhstan [11].

Article 565 of the Tax Code stipulates that tax control is the state control of com-
pliance with tax laws of Kazakhstan, any other laws of Kazakhstan in cases where tax
authorities are responsible for monitoring of compliance with it carried out by tax
authorities.

Tax control in Kazakhstan is carried out:
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1) in the form of tax inspection;

2) in other forms of state control.

Tax administration is the most socially represented field where the state interacts
with the population and business. Certain shortages or defects which may entail drop-
ping receipt of taxes and any other compulsory payments to the budget increase
chances of tax offences and finally negatively affect country's economy.

Close study of relevant questions with respect to separate elements of tax admin-
istration makes it possible to distinguish the following.

Taxpayer registration recording. Recently introduced one-stop business registra-
tion has computerized the procedure of transferring information on registration, lig-
uidation and changes to registration data on a legal entity declared at original regis-
tration by justice authorities to tax authorities [12, p.187].

However, even the above mentioned measures on improving tax administration
fail to finally solve the problems attributed to registration recording. Implemented
procedures of automated registration do not cover the entire range of taxpayers, fail
to solve the problems of exposing taxpayers that evade taxation obligations of regis-
tration and consequently evade tax payment to the budget in full.

Today, the following major problems arise while recording and maintaining the
personal accounts of taxpayers:

1) breach of deadlines of issuing aggregate certificates of (no) taxes due.
Processing an inquiry for an aggregate certificate requires an uninterrupted operation
of communication links and computer equipment, qualified personnel servicing the
related system;

2) payments from treasury authorities and the State Center of Pension Payments
are received in a batch mode at the level of transferring e-documents by email;

3) shortage of information resources to process an ever-increasing volume of
information on payments and accruals [8; 5].

False and premeditated bankruptcy has become a challenge during collection of
the taxes due. More efficient performance requires an automated operation that
makes it possible to spot potential taxpayers being false bankrupts. The main advan-
tage of that mode will be an opportunity to analyze financial condition of all taxpay-
ers [14, p. 32].

Today, there is no legal framework that would regulate collection of taxes from
the branches (representative offices) of foreign companies in Kazakhstan. Collection
of taxes is obstructed because fixed assets of companies are held in head offices locat-
ed in different countries and inside Kazakhstan they have neither bank accounts, nor
chief executives or representatives who must be delivered a notice.

Assistance for tax collection under double tax treaties signed by Kazakhstan is
provided for only in 10 treaties out of total 37 (these include double tax treaties of
Kazakhstan with the Netherlands, India, Azerbaijan, Uzbekistan, Kyrgyzstan, Iran,
Belgium, Turkmenistan, Rumania, Norway) [1, 2]. During negotiation process inclu-
sion of the said article becomes a problem. Along with that, authorized agencies of
other foreign nations refuse such assistance due to absence of the Tax Collection
Assistance in their double tax treaties.

Harmonization and unification of tax administration within the Customs Union and
the Single Economic Space. Today, the most urgent issue in the emerging Customs
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Union and its expansion prospects is to match procedures of tax administration of its
member states. In Table 2 below we compare the elements of tax control in 8 clauses.
The review of tax audit procedures in the EurAsEC countries allows drawing the
following conclusions:
- it is necessary to match and to make consistent forms and methods of tax con-
trol which must be spelled out in the laws of these countries (for instance, Kazakhstan

and Tajikistan);

- key types of tax audits must be spelled out in laws (for example, in Russia)
which is necessary to develop uniform audit procedures;

Table 2. Comparison of elements of tax monitoring [3,4]

Kazakhstan Russia Belarus
1. Tax control | - taxpayer registration with tax Tax audits, Recording
form authorities; receiving taxpayers (other
—receiving tax forms; explanations from | liable parties), tax
— audit control; taxpayers, tax audits,
—recording discharge of taxation agents and charge | interviewing
obligation, obligations of assessing, | payers, inspecting | payers and other
deducting and transferring data of accounting | persons,
compulsory pension payments, and reporting, inspecting data of
assessing and paying social examination of recording and
deductions; premises and sites | accounting
— taxation review; used to draw inspecting
—monitoring major taxpayers; income (profit) movable and
—tax audits; and other forms immovable
—supervising compliance with use | provided by the property, premises
of cash registers; Tax Code of and sites that may
—supervising excisable goods; Russia. host objects
—supervising during transfer subject to taxation
pricing or used to draw
—supervising procedure of income (profit)
recording, storage, assessment, and any other
subsequent use and sale of the forms provided by
property appropriated by the state; tax and any other
—supervising activities of laws.
authorized state and local
executive authorities with respect
to completing tasks of exercising
functions designed to execution of
Kazakhstan’s laws.
2. Tax audit | 1) documentary due diligence; 1)Office 1) Based on the
types sweep inspections; 2) Travelling grounds of
time observations. 3) Face-to-face (if | appointment:
it is possible to scheduled /
obtain information | unscheduled
about taxpayer’s 2) By types:
activities related Office:
to other persons) comprehensive
sweep
thematic
face-to-face
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The End of Table 2

Kazakhstan Russia Belarus
3. Cov | Comprehensive —at least once a Tax audit can | Scheduled
erage  period | year; cover only 3| travelling
and frequency | Thematic —at least once half a calendar years of | inspection of one
of tax audit year for one and the same type of | performance of a | and the same
tax and other compulsory payment | taxpayer, charge | payer can be
to the budget payer and tax | carried out not
Face-to-face —when needed. agent immediately | more than once a
Additional —against complaints, before inspection. | year.
applications. Unscheduled
travelling
inspection is
carried out by
instruction of law
enforcement,
judicial,
supervising bodies
of Belarus.
4. Tax audit | 30 business days. Office audit — 3 | 30 business days.
duration For entities without structural | months, travelling | Extension by the
subdivisions and  self-employed | —2 months (up to | decision of a chief
entrepreneurs — 45 business days, | 3 months  in | executive of a tax
by superior body — 65 business | exceptional cases). | authority.
days. In case of
For entities with a structural organizations with
subdivision, major taxpayers — 75 | branches and
business days, by superior body — | representative
180 business days. offices duration is
extended to 1
month for audit at
each branch and
representative
oftice
5. Final | Audit report or if any violations | Certificate and | Certificate or
procedures of | are revealed a notice is delivered | later an  audit | report
tax audits to a taxpayer report within 2
months
6. Period for | The right for appeal within 30 | Within 3 months | Within 5 days
appealing business days after the taxpayer
against became or had to

decision of
tax authority
to a superior
tax body

become aware of
violation of its
rights

- it is necessary to make consistent periods of audit inspections since each
country applies its own estimations: Russia - months, while all other countries -
days (business and calendar). It is possible that it is right with using estimation in
business days enabling rational distribution of load on tax authorities (since week-
ends and holidays are not taken into consideration in case of calendar estimation);

- it is necessary to study an issue of creating uniform forms of documents,
including decisions on outcomes of tax inspections.

Ways to improve tax administration in Kazakhstan. Under the conditions of ongo-
ing implementation of socioeconomic development programs of Kazakhstan tax
administration must represent comprehensive activities on the one hand designed to
improve and optimize tax control tools and on the other hand to stimulate and

AKTYAJIbHI NTPOBJIEMW EKOHOMIKU, Ne5 (143), 2013



HOBUHU CBITOBOI HAYKU 489

encourage taxpayers to efficiently interact with the state which must entail not only
efficient operation of the tax system but also stable growth of business activities in
Kazakhstan's economy.

It is possible to improve tax administration only in the case of implementation of
well-balanced measures which must have effect all elements of the existing tax sys-
tem: lawmaking, culture of relations, employment of production processes.

Measures to improve tax administration in Kazakhstan must include the follow-
ing tasks:

1) to enhance supervision of compliance with tax discipline, correct assessment
and timely payment of taxes and other compulsory payments, introduction of meth-
ods of comprehensive electronic office audit;

2) to increase level and to improve quality of servicing the population, business,
other state agencies; to expand and to improve integration of tax services;

3) to optimize tax administration processes, including their re-technical side;

4) to prevent corruption in tax authorities;

5) to improve taxation awareness of taxpayers and as a consequence level of their
voluntary compliance with tax laws;

6) to ensure comprehensive advanced vocational training of members of taxation
authorities; their compliance with professional etiquette, fair and unbiased treatment
of a taxpayer.

Suggested directions to improve tax administration:

1) To improve taxation culture:

- to introduce in activities of tax authorities progressive forms and methods of
explanatory work, including the use of cutting-edge information technologies;

- to continuously share information with taxpayers on new tax laws and to cover
performance of tax authorities;

- to create an electronic library and a retrieval system on the issues of taxation
and tax administration [5];

- to create the websites of tax authorities consultation services where a taxpayer
can receive fill information on application of tax laws [5];

- to study applications of taxpayers, prepare and deliver responses to an applicant;

- to respond promptly and provide timely assistance when inquiries are made to
the support service, call centers, hot lines, electronic book of complaints;

- to regularly hold seminars, meetings with taxpayers designed to explain and
develop offers for the purpose of improving tax laws and tax administration;

- to introduce a subject in the system of secondary education that would cover
the fundamentals of taxation within the program Outlines of economics and fiscal
awareness;

- to make discussion on taxation draft laws transparent and public.

2) To enhance efficiency of tax control:

To submit to legislative agencies offers to amend some legislative acts of
Kazakhstan with respect to the following issues:

- to optimize reporting forms produced by major taxpayers being monitored.

- taxation and administration of indirect taxes under mutual trade within the
Customs Union being founded by the Republic of Belarus, Republic of Kazakhstan
and the Russian Federation;
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- to toughen the requirements to VAT payer registration;

- to improve administration of excises and state control of market of the excis-
able products;

- to improve the system of international taxation and tax control during transfer
pricing;

- to introduce practice of tax courts.

3) To improve quality of tax services.

4) To match tax administration system within the Customs Union and the
EurAsEC.

One of tasks of tax reforms in EurAsEC countries is to bring together, to match
and to make consistent their tax systems and in particular tax administration.

Given that each country has developed its own tax administration system it is
possible to perform this task only based on the analysis of applied forms, methods and
procedures of administration.

Summing up the above-stated analytical research it is possible to draw conclu-
sion that tax administration in Kazakhstan in its present form is brought in balance
with the realities of a new development stage of Kazakhstan. Along with other direc-
tions of tax reform it is clearly determined that the new Tax Code must be a law of
direct action with coupled administration quality and interests of taxpayers. In that
connection, the Tax Code has to the utmost embraced normative legal acts in taxa-
tion and has streamlined tax procedures, introduced a separate part dedicated to tax
administration.

Given that tax administration in fact is the tax policy in itself, management of tax
reform embodies its legal, managerial and technical as well as administrative support
of a complex process of tax metering from the point of view of timely and economi-
cally sound implementation of program and goal tasks provided by its project, mini-
mization of all possible losses (deviations) from tax collection and distribution; day-
to-day supervision of unambiguous interpretation across the country and strict obser-
vance of tax laws, including the protection of taxpayers’ rights and prompt settlement
of any issue arising during that process.

In that connection, modern know-how of tax administration must be governed
by the following principles:

- self-sustained declaration of taxable base and charged tax amount by taxpayers;

- benevolent environment of interaction between tax authorities and taxpayers;

- continuous, reliable and efficient supervision of correct assessment and timely
payment of taxes and other compulsory payments by taxpayers.

The above-stated measures must improve the conditions for voluntary discharge
of tax liabilities by a taxpayer, ensure equal, predictable and uniform conditions for
discharging tax liabilities, avoid causes for corruption and procedures that provide
conditions for breach of professional etiquette by tax officers.
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