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Justice rules against
the Commission

Sir Stephen Oliver QC: Q Print this story
the view from the
helm

Judging ths tribunals Take a one week trial to International Tax Review and find many more related articles.

» Ugandan claim for Ukraine's tax cut worries market
”oo'mmhm may be o shah
sant for »

u Chins claims biggest Ukrzine's new draft code, which plans incremental cuts to corporzate tax to 17%, passed its first
oo schery reading in Parliament last week. However, while companies will welcome the proposed reductions

a Gaming arcadaz get in corporate tax rates, advisers are concerned by the new powers the code will give to tax
unlucky break in authorities and the confusing nature of the code itself.

European Court
*It 15 a poorly structured, inconsistent and contradictory draft tax code,’ said Taras Koval, head
® Cover Story of tax at Paritet, a law firm.
ey Under the new draft tax code, the uniform 25% corporate tax rate will be split into three
= Comment categores. Starting in January 2011, the base rate will be set at 20% and will fall by one
= Nows percentage point each year until it reaches 17% in 2014, Individual regions will be able to tax
» People and Firms companies up to 2%, while district authorities will be able to set 2n additional rate of up to 3%.
® Tax relief

1f regions and districks charge the maximum allowable rate, then the overall corporate tax burden
in 2011 will not be more than the present rate of 25% and by 2014 the maximum rate of

= Albania corporate tax will be 22%.
» Australia
= Belgium The new rates will make Ukraine more competitive internationally, though Yevgeniya Derbal, head
2 :ﬁ:’l'i""" of tax at Konnov & Sozanovsky, points out that rates will still be higher than in neighbouring
« Bulgaria countries. Russia has a corporate tax rate of 20%; Poland's is 19%, while Hungary and Romania
» Canada tax compznies at 16%.
= Chile
= Cyprus i "Reduced rates of corporate tax are expected to have a positive effect on large companies,” said
= European Union Svitlana Musienko, head of tax at DLA Piper Ukraine, "The draft Tax Code may effectively abolish
% Entand the existing simplified tem f b d privata the list of
s France e existing simphne: tax System for smal usiness and pnvats entrepraneurs, since e st o
« Greece available fields of business where it could potentially apply is expected to be substantially
= India shortened. Thus, the reform could definitely have a negative impact on small business.”
= Indonesia
= Japan One adviser, however, believes the new tax code will be a disaster for Ukraine.
. Hac'edoma
£ "mo:;‘e: = "In our view, the main concem is with the almost unlimited powers to be granted to the tax \
« Norway authorities and a lot of technical possibilities for the tax authorities to manipulate a number of
= Poland elements and procedures," said Alexander Minin, head of tax at KM Partners. "While the tax code
= Portugal is really threatening first of all in respect of the tax administrztion towards taxpayers, at the
A z:m"ma same time there is practically no responsibility for the tax authorities.”

Spail
: sh’,:;c,, Minin's main concern is that the new tax code does not provide for a procedurs of reconciliation
= Thailand of tax habilities. Under the new rules, appealing against a tax notification weould not release 2
= Turkey taxpayer from the obligation to pay the amounts assessed by the authorities. After the receipt ¢
! 3;';'::: - a tax notification, a taxpayer will have to pay the entire amount of tax liabilities even if the
B mb:md assassment of these liabiliies was completely groundless. Under the lengthy appeals process, it

may take up to four years to reclaim unjustly paid tax.
Minin's other concem is that the new tax code provides for an increase in the grounds for tax
Web Seminars audits and for additional types of tax audits. The taxpayer, meanwhile, does not have the right
» Foreign Account Tax  t© deny the audits, even where the audit is groundless.
Compliance Act: A s = 3 & P ’
critical analysis This year's Doing Business report from the World Bank ranked Ukraine third from last in terms of
» Bearer bonds the ease of paying taxes.
= The Netherlands
Budget and the

"The new code is likely to push Ukraine down possibly even to the worst Lax jurisdiction because
patent box

of the abnormal tax administration burden,” said Minin. "If made effective as it stands now, the
tax code gives the state and the tax authorities abnormal powers. At the szme time, based on
the Ukrainian practice, when such power is not counterbalanced by the applicable procedures, it
» Asia 2009 really becomes uncontroliable."

= Europe 2009

= Americas 2009 Another adviser beli that ller businesses will be hit hardest by the changes.

"They won't be able to hire lawyers and accountants to help them,” said Michael Kharenko, head
of tax at Sayenko Kharenko.

More positive changss include corporate tax exemptions until 2020 for profits generated from
alternative energy production, which should help to sbmulate growth of the green economy, to
reduce the country's dependence on fossil fuels and to tackle climata change.

Take a one week trial to International Tax Review and find many more related articles.



