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The article discusses the economic consequences arising within the
context of disproportionate double taxation of corporate profits
under legal regulation. These consequences are associated with
investment transparency, risk factors in investment promotion,
and specifically with the accumulation of unsubstantiated capital
reflected in corporate financial statements. This is especially relevant
in situations where limited alternative investment opportunities lead
to the distribution of profits (dividend payments) and reinvestment
in charter capital without proper documentation of these operations,
as prescribed by regulation. The avoidance of taxing (withholding
tax on) dividends paid to individuals participating in a company’s
capital may become grounds for legal regulation violations. This
could lead to forensic financial-economic expertises within criminal
or judicial proceedings through the submission of special questions.
However, in the subtext of presenting an expert opinion in this
article, it is argued that companies and individuals accountable
under current legal regulations is unjust, given the inadequacies
in tax policy and existing legal frameworks. Discussions on the
methodology for clarifying the above issue in financial and economic
expert investigations are currently important, as the effective and
targeted reinvestment of capital directly impacts both the company’s
ability to meet obligations and maintain financial stability, as well
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as the protection of shareholder interests and the organization’s
future development goals. Scientific methods (analysis and synthesis,
generalization, logical and structural, etc.) have been applied.

Keywords: double taxation of profits; tax disproportion; divi-
dends; investors; capital accumulation; tax credit; tax exemption;
financial and economic expertise.

Research Problem
Formulation

The disproportion of double taxation of
profits refers to the situation where profits
are taxed twice at different levels, leading
to an unequal distribution of the tax bur-
den between companies and individuals
participating in capital.

Efforts to neutralize the situation of
double taxation disproportion involve key
theories focusing on tax fairness, invest-
ment promotion, tax neutrality, reduction
of double taxation, and minimization of
international disparities. The mechanisms
activated within this framework (such as
tax credits, tax immunization, and reduced
rates) support the formation of fair tax sys-
tems and the strengthening of internation-
al economic cooperation, allowing for the
avoidance of tax burden accumulation and
promoting equitable redistribution of cap-
ital flows.

The double taxation immunization term
typically refers to the mechanisms or ar-
rangements that avoid or reduce double
taxation. In this context, it should also be
acknowledged that double taxation occurs
when the same income is taxed two or
more times across different jurisdictions,
such as in different countries or tax levels.

The purpose of double taxation immu-
nization is to reduce or eliminate this dou-
ble taxation. This system can take various
forms depending on a country’s tax legis-
lation. Generally, three main mechanisms
related to double taxation immunization
are commonly applied:

1. Tax Credit: In this mechanism,
shareholders receive a tax credit
for the tax that the company has
already paid in the form of profit
tax. Thus, shareholders can reduce
their personal income tax by utiliz-
ing this credit.

1. Tax Exemption: In this case, divi-
dends are fully or partially exempt
from personal income tax for indi-
viduals.

1. Reduced Tax Rate: In some coun-
tries, dividends are taxed at a re-
duced rate, which also helps miti-
gate double taxation.

The purpose of universal immunization
is to ensure that the income received by in-
dividuals or companies is not subjected to
double or multiple taxation. To achieve this
goal, various countries enter into Double
Taxation Avoidance Agreements (DTAAs),
which outline specific methods, such as
the allocation of tax jurisdictions, the cred-
it method, or pure exemptions.

Analysis
of Essential Researches
and Publications

Agreements have been signed between the
Government of the Republic of Armenia
and the governments of several countries
to exclude double taxation on income and
property and to prevent tax avoidance.
Specifically, these agreements involve the
Kingdom of Denmark, the Grand Duchy of
Luxembourg, the Islamic Republic of Iran,
the Government of Romania, as well as
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countries such as Indonesia, India, Hunga-
ry, Greece, Italy, Kazakhstan, Lebanon, the
Republic of Lithuania, the Republic of Lat-
via, and others *.

The taxation of income from divi-
dends received by individuals from their
participation in corporate capital, specifi-
cally through shares, equity interests, and
investments in stocks, is fundamentally
linked to the fact that these are often sub-
ject to double taxation. Dividends paid by
companies to shareholders are already
taxed at the corporate level. This leads to
the phenomenon of double taxation: first,
taxation occurs at the company level, and
then income tax is withheld from individu-
als when they receive dividends from those
same funds. Exempting dividends from in-
come tax would help eliminate this double
taxation of capital, making investments
more attractive.

James Mirrlees 2, in his article An Ex-
ploration in the Theory of Optimum Income
Taxation, presents the key principles of
optimal income taxation theory. He argues
that high tax rates on capital, imposed on
income from investments or dividends,
can reduce overall investment attractive-
ness. This is because investors will demand
ahigher return to compensate for the losses
incurred due to taxation or may completely
avoid making investments. Such a situation
could decrease the level of investments in

the economy, which would, in the long run,
slow down economic growth.

It should be noted that double taxation
in the discussed situation can arise at two
levels of taxation:

1) Corporate Level: The company that
pays dividends to shareholders has
already taxed its profits at the corpo-
rate level and paid profit tax to the
state budget (in Armenia, the profit
tax rate is currently 18 %);

2) Individual Level: When an individual
receives dividends, they are taxed as
income (in Armenia, the current in-
come tax rate for dividends received
by individuals is 5 %).

Thus, it follows that in these situations,
the dividend, which has already been taxed
at the corporate level as profit tax, is taxed
once again during the individual’s income
taxation. This effectively can be viewed as
double taxation.

Article 149, Part 1 of the Tax Code ® of
the Republic of Armenia provides the fol-
lowing provision: “For the purpose of de-
termining the tax base, the following income
shall also be considered as reduced income:
<...> 4) income received from shares, bonds,
or other securities evidencing investment list-
ed on the stock exchange operating in the Re-
public of Armenia, except for bonds issued by
banks that have a maturity period of less than
two years from the date of placement”.

1 Agreements between the Government of Armenia and the governments of several countries
to eliminate double taxation on income and property and to prevent tax evasion / Ministry of
Finance of the Republic of Armenia : Of. web. URL: https://minfin.am/hy/page/krknaki_hark-
man_hamadzaynagrer/ (date accessed: 25.11.2024).

2 British economist and representative of neo-Keynesianism James Alexander Mirrlees was
awarded the Nobel Prize in Economic Sciences in 1996 for his research on information asym-
metry. Mirrlees J. A. An Exploration in the Theory of Optimum Income Taxation. The Review
of Economic Studies. Apr 1971. Vol. 38. No. 2. Pp. 175-208. URL: https://www.uib.cat/depart/de-
aweb/webpersonal/amedeospadaro/workingpapers/bibliosecpub/MirrleesRES1971.pdf (date

accessed: 25.11.2024).

3 The Tax Code of the Republic of Armenia, adopted on October 4, 2016 (number HO-165-N),
in force since January 1, 2018. URL: https://www.arlis.am/DocumentView.aspx?docid=145780

(date accessed: 25.11.2024).
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Moreover, according to Part 2 of the
same article: “For the purpose of determining
the tax base, the income specified in Part 1 of
this article shall not be considered as reduced
income (shall not be deducted from gross in-
come) if <...> 4) it is received as dividends, ex-
cept for dividends received from shares listed
on the stock exchange operating in the Repub-
lic of Armenia”.

According to Part 8 of Article 150 of the
Tax Code of the Republic of Armenia, “The
income tax on dividends is calculated at a rate
of five percent, taking into account the deduc-
tions specified in Article 149 of the Code”. Ad-
ditionally, it is important to reference the
provision outlined in Part 4 of Article 159:
“Income received in the form of dividends will
be reimbursed from the state budget in the
amount of the investment made in the char-
ter or share capital of the same organization
that pays the dividends - provided that the
investment is made in accordance with the
legislation during the tax year in which the
dividends are received — up to the amount of
the taxes paid from dividends to the state bud-
get, according to the procedures established by
the Government” (This provision came into
force on January 1, 2017).

It should be noted that the provisions
of the Tax Code of the Republic of Arme-
nia regarding the taxation of dividends
received by citizens of Armenia apply to
profits attributed to periods after January
1, 2018, as a distribution of profits on the
dividends received by participants.

Regarding profit distribution, that is,
the type of dividend policy adopted by the
company, R. Brealey and S. Myers consider
itone of the top unresolved issuesin finance
theory. According to their perspective, div-
idend policy should be isolated from other

financial management issues. In this con-
text, the primary question will be about the
expected effectiveness of changes in divi-
dend policy, taking into account the com-
pany’s capital budgeting, borrowings, and
the issuance of new shares. This is neces-
sary to clarify how dividend policy impacts
the market value of the company *.

Domestic and foreign economic litera-
ture on dividend payments generally con-
verges on the statement that a company is
entitled to decide at its discretion on the is-
sue of dividend payments. This means that
the legislation does not obligate the compa-
ny to pay dividends; rather, it imposes cer-
tain restrictions that prohibit the company
from declaring (or making a decision to
make) dividend payments.

As is well known, extensive scientific
discussions on issues related to dividend
policy were sparked by the joint article of
M. Miller and F. Modigliani, in which the
authors demonstrated that under perfect
market conditions, the value of a compa-
ny is not dependent on the choice of div-
idend payments, but rather on the wealth
of shareholders. According to them, the
decision regarding the company’s ability
to generate profits is more dependent on
the effectiveness of its reinvestment policy
than on the characteristics of profit distri-
bution. In other words, dividend policy is
not a factor that affects the market value
of the company, leading to the conclusion
that dividends should be calculated (de-
clared) on a residual basis after financing
acceptable investment projects. Sharehold-
ers can create their own dividends by sell-
ing their shares based on the need for cash.
This approach is known as the Dividend Ir-
relevance Theory °.

4 Brealey R. A., Myers S. C. Principles of Corporate Finance. 7% Ed. The McGraw-Hill Compa-
nies, 2003. P. 433. URL: https://www.passeidireto.com/arquivo/157292980/brealey-myers-prin-
ciples-of-corporate-finance-7th-ed-e-book (date accessed: 25.11.2024).

5 Miller M. H., Modigliani F. Dividend Policy, Growth, and the Valuation of Shares. The Journal
of Business. 1961. Art. 34 (4). Pp. 411-433. DOI: 10.1086/294442 (date accessed: 25.11.2024).
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Research Methods

Scientific methods (analysis and synthesis,
generalization, logical and structural, etc.)
have been applied.

Article Purpose

In this context, exempting dividends re-
ceived by individuals from taxation already
implies an important economic concept
that is, of course, directly related to the
optimization of the tax burden on income
derived from capital. From a fundamental
economic perspective, this claim can be
examined through the theories of efficient
resource allocation and investment promo-
tion. Exempting dividends from taxation
for individuals can particularly stimulate
growth in investments within the securities
market. In this sense, it is logical that a re-
duction in the tax burden increases the net
return on investments, making them more
attractive to investors. In turn, the growth
in investments contributes to the increase
in corporate capital, which can lead to en-
hanced economic activity and improved ef-
ficiency in resource allocation.

It should also be noted that a reduction
in the taxation of income from investments
can lead to an increase in state budget reve-
nues in the long term by expanding the tax
base. In the context of the Laffer curve, ex-
cessive taxation leads to a decrease in eco-
nomic activity and, consequently, a reduc-
tion in tax revenues. Exempting dividends
received by individuals from taxation,
on the contrary, can stimulate economic
growth and, in the long run, increase state
revenues through indirect taxes and an ex-
panded tax base.

According to A. Laffer, the optimal tax
rate begins at 35 % for income taxation.

When the tax rate reaches 40-50 %, the
growth in budget revenues starts to slow
down. If the rate rises above 50 %, entering
whatis called the “prohibited zone”, there is
a sharp decline not only in budget revenues
but also in savings and investments.

The Laffer Curve ¢ has been empirically
confirmed in the United States at least
three times over the past 100 years: during
the Harding-Coolidge tax reform in the
mid-1920s, the reduction of tax rates under
President Kennedy in the mid-1960s, and
the tax reforms under President Reagan
in the early 1980s. In other words, the
Laffer Curve’s effect directly improves the
country’s economic growth indicators -
not only in the U.S., but also in the United
Kingdom during the 1980s, Ireland in the
1990s, and beyond.

Main Content Presentation

Logically, countries that encourage busi-
ness development - aiming to ensure eco-
nomic growth by diversifying investments
in theory - can implement tax incentives or
special regulatory frameworks that lower
tax rates on dividends.

Thus, in summary, the thesis of “ex-
empting dividends received by individuals
from income tax” can be justified from the
following key fiscal and socio-economic
perspectives.

1. Double Taxation of Capital: Divi-
dends from shares originate from the prof-
its generated by a company’s economic
activities, which have already been subject
to corporate income tax. If these dividends
are further taxed at the individual level
through income tax, it leads to double tax-
ation of capital, reducing investors’ profit-
ability. Such double taxation can result in
fundamental economic distortions, such as

6 Laffer A. B. The Laffer Curve: Past, Present, and Future. Backgrounder. 2004. June 1. No. 1765.
16 p. URL: https://iife.edu.vn/wp-content/uploads/2020/04/Laffer-Couver-Last-Present-and-

Future-bg1765.pdf (date accessed: 25.11.2024).
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reduced investment and slower economic
growth.

2. Accumulation of Capital: When re-
tained earnings are neither reinvested -
meaning the share of equity capital is not
increased - nor distributed among individ-
ual investors in the form of dividends to
avoid dividend taxation, capital accumula-
tion primarily occurs within small and me-
dium-sized enterprises.

3. Transparency of Investments: Ex-
empting dividends from income tax en-
sures transparency in investments in
company shares and protects shareholder
interests. This is an economically import-
ant tool, as timely payment of dividends
enables the efficient and equitable alloca-
tion of capital, fostering the development
of financial markets.

4. Risk Factor in Investment Promo-
tion: Unlike deposits or bonds, stocks carry
higher risks. A shareholder may lose their
investment without receiving any income if
the company does not make a profit. From
an investment promotion perspective, tax-
ing dividends in the presence of such risks
can be disproportionate, reducing individ-
uals’ motivation to invest in stocks that are
riskier but potentially more profitable.

Taxing dividends received by individu-
als from investments in a company’s capi-
tal can harm the investment environment
by reducing economic growth potential,
distorting capital allocation, and hinder-
ing high-risk, high-return investments.
Therefore, a tax policy that exempts divi-
dends from income tax for individuals not
only eliminates the inefficiencies associat-
ed with double taxation but also promotes
economic growth by attracting long-term
investments and strengthening the finan-
cial stability of companies.

Continuing this line of thought, it is im-
portant to note that exempting dividends
received by individuals from participation
in a company’s capital from taxation can

also be viewed through the lens of addition-
al economic aspects and mechanisms that
reinforce the arguments in favor of this tax
policy.

«  First, it should be noted that taxing
dividends negatively impacts private
savings. The high tax rate on income
generated from capital investments
does not provide incentives for in-
dividuals to direct their savings to-
wards investment opportunities.
Exempting dividends from taxation
promotes an increase in the level of
private savings, which, according to
neoclassical economic theory, con-
tributes to the growth of capital in
the economy. Ultimately, this can en-
hance productivity and lead to long-
term economic growth.

+ High tax rates on dividends can drive
investors to employ capital conceal-
ment mechanisms, such as offshore
schemes. This, in turn, contributes
to the growth of the shadow econo-
my and reduces the transparency of
financial flows. Notably, exempting
dividends from income tax encour-
ages the repatriation of capital from
the shadow sector, which, in the long
term, can enhance macroeconomic
stability.

*+ Modern tax systems implement
various approaches to dividend tax-
ation. Countries where dividends
are either completely exempt from
taxation or taxed at reduced rates
demonstrate higher investment ac-
tivity. Some countries utilize double
taxation immunization and tax cred-
it systems, thereby reducing the tax
burden on investors and providing
positive signals for attracting foreign
investments. This, in turn, reflects
the characteristics of the country’s
economic policy and investment en-
vironment.
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The provision of a tax credit is based on
the principle that taxes should be collected
only once-during the phase of direct profit
generation, rather than being taxed again
at the stage of dividend distribution. It is
important to note that the mechanism for
providing a tax credit typically operates as
follows: if a company’s profit has already
been taxed with corporate income tax,
then the dividends received by an individ-
ual may either not be taxed additionally or
the individual may be granted a tax credit
that is equal to the corporate income tax
paid by the company 7.

Additionally, the tax credit system is
often aligned with the principles of share-
holder neutrality and tax neutrality, aimed
at ensuring that shareholders do not bear
a heavier tax burden. On the other hand,
the provision of tax credits is also based
on the theory of mitigating double taxation
disparity, within which governments im-
plement legal and economic interventions
to provide investors with a fair tax environ-
ment 8.

Below are examples of some countries
that employ specific approaches to divi-
dend taxation:

In Hong Kong, Malaysia, Saudi Arabia,
and Brazil, dividends are exempt from per-
sonal income tax and are not taxed in any
way, which adds special appeal to the in-

vestment environment. This approach in-
creases capital flows by encouraging both
domestic and foreign investments °.

Estonia and Latvia also stand out by ex-
empting dividends received by individuals
from taxation, which is connected to their
unique tax systems where tax is levied only
upon profit distribution. Instead of annual
corporate profit taxation, taxes are applied
only when profits are distributed among
shareholders. If a business earns a profit in
a given year, the owners can choose to re-
invest that profit into the business’s growth
without incurring tax. This is equivalent
to providing the full value of new invest-
ments. This system has been in place in Es-
tonia since 2000 and in Latvia since 2018 °.

In Singapore, dividends are not taxed
at the individual level if they are received
from resident companies operating under
Singapore’s “one-tier tax system”. This aims
to avoid double taxation and encourage in-
vestments by making dividends more ac-
cessible to individuals. However, certain
exceptions, such as dividends from real
estate investment trusts, are taxed due to
regulatory requirements .

In Cyprus, the tax rate on dividends
for resident individuals is set at 0 %. This
means that regardless of whether the divi-
dends are received from Cyprus or abroad,
individuals who are tax residents of Cyprus

7 Musgrave P. B. Tax Policy in a Global Economy : Selected Essays. Cheltenham, UK ;
Northampton, MA : E. Elgar Publ., 2002. 488 p. URL: https://archive.org/details/taxpolicyin-
globa0000musg/page/n5/mode/2up (date accessed: 25.11.2024).

8 Avi-Yonah R. S. Globalization, Tax Competition, and the Fiscal Crisis of the Welfare State. Har-
vard Law Review. 2000. Vol. 113. No. 7. Pp. 1573-1676. URL: https://papers.ssrn.com/sol3/pa-
pers.cfm?abstract_id=208748 (date accessed: 25.11.2024).

9 Taxes & Duties. Profits Tax / GovHK. URL: https://www.gov.hk/en/residents/taxes/profits/in-

dex.htm (date accessed: 25.11.2024).

10 Bunn D. Better than the Rest/Tax Foundation. Oct9 2019. URL: https://taxfoundation.org/blog/
estonia-tax-system-latvia-tax-system/ (date accessed: 25.11.2024) ; Estonia. Corporate — Taxes
on corporate income / PWC. Worldwide Tax Summaries. July 19 2024. URL: https://taxsumma-
ries.pwc.com/estonia/corporate/taxes-on-corporate-income (date accessed: 25.11.2024).

11 What is taxable, what is not. Dividends / A Singapore Government Agency Website. URL:
https://www.iras.gov.sg/taxes/individual-income-tax/basics-of-individual-income-tax/what-
is-taxable-what-is-not/dividends (date accessed: 25.11.2024).
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(defined as those staying in Cyprus for
183 days or more) are exempt from taxa-
tion on the dividends they receive. Howev-
er, there is a special defense contribution
that applies, which is 17 % for dividends
received from Cyprus and 30 % for those
received from abroad *.

In Australia, there is a “franking cred-
its” system that allows shareholders to re-
ceive tax credits related to income from
dividends. By reducing the tax burden on
investors, this system encourages both do-
mestic and foreign investments .

In the United States, dividend taxa-
tion is implemented through a “tax credit”
mechanism. This system allows for a par-
tial reduction of double taxation on divi-
dends by offering tax credits for corporate
tax and personal income tax (with rates
ranging from 0 % to 20 %) .

In Canada, a double taxation immuniza-
tion mechanism is in place, under which
investors are granted tax credits related
to taxes already paid at the corporate level
(with rates ranging from 15 % to 33 %) 5.

In the United Kingdom, a double taxa-
tion immunization system is applied, which
reduces the impact of double taxation on
dividend taxation policy. Domestic inves-

tors can benefit from certain allowances,
providing a relatively favorable environ-
ment for investments (with rates ranging
from 7.5 % to 39.35 %) .

Thus, the examples of the aforemen-
tioned countries demonstrate that more
lenient approaches to dividend taxation
can enhance investment activity and par-
ticularly increase the interest of foreign
investors V.

In Ukraine, for example, dividends re-
ceived by individuals are not entirely ex-
empt from income tax. They are subject
to an 18 % income tax rate and a special
military tax of 1.5 %, resulting in a total tax
obligation of 19.5 % for individuals. How-
ever, taxation rules may differ in certain
cases, such as when dividends are received
from a non-resident legal entity. From the
perspective of preventing double taxation,
Ukraine has international agreements with
several countries that help avoid double
taxation. This means that if the source of
the dividends is in a country where the tax
treaty specifies a lower tax burden, the tax
obligation in Ukraine can be adjusted ac-
cording to that agreement '®.

Many member countries of the Organ-
isation for Economic Co-operation and

12 Tax on dividends in Cyprus / Estate of Cyprus. URL: https://estateofcyprus.com/tax-on-divi-
dends-in-cyprus/ (date accessed: 25.11.2024) ; Cyprus Tax Facts 2024 / Deloitte._29 Feb 2024.

URL:
(date accessed: 25.11.2024).

https://www.deloitte.com/cy/en/services/tax/perspectives/cyprus-tax-facts-2024.html

13 Franking credits / Australian Government. Australian Taxation Office. 23 June 2024. URL:
https://www.ato.gov.au/search-results#q=franking %20credits (date accessed: 25.11.2024).

14 Tax Credits / IRS. URL: https://www.irs.gov/site-index-search?search=tax+credits&field_pup_
historical_1=1&field_pup_historical=1 (date accessed: 25.11.2024).

15 Tax credits and benefits for individuals / Government of Canada. Nov 15 2024. URL: https://
www.canada.ca/en/services/taxes/child-and-family-benefits.html (date accessed: 25.11.2024).

16 Search GOV.UK/GOV.UK. URL: https://www.gov.uk/search/all’keywords=double+taxation+im-
munity&order=updated-newest (date accessed: 25.11.2024).

17 Worldwide Tax Summaries Online / PWC. Worldwide Tax Summaries. URL: https://taxsumma-
ries.pwc.com (date accessed: 25.11.2024) ; Strong action is needed to make retirement systems
more inclusive, resilient and innovative : Press release / OECD. 2 Dec 2024. URL: https://www.

oecd.org/en.html (date accessed: 25.11.2024).

18 Tax Code of Ukraine of Dec 2 2010 No. 2755-VI (as amended and supplemented). URL: https://
zakon.rada.gov.ua/laws/show/2755-17?lang=en (date accessed: 25.11.2024).
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Development (OECD) establish criteria
for tax incentives aimed at determining
the significance of investments (strategic
participation). These criteria primarily in-
clude requirements for a minimum level
of participation in the capital of the div-
idend-paying company and a minimum
holding period for the shares.

In some countries, an investment value
threshold in the dividend-paying company
is also applied. For instance, in Belgium,
a minimum investment of 2.5 million eu-
ros is required to qualify for dividend tax
exemption, regardless of the percentage
of ownership in the company. Meanwhile,
in Luxembourg and Switzerland, an alter-
native condition allows a minimum invest-
ment of 1.2 million euros or 1 million Swiss
francs, respectively, provided that the in-
vestor holds at least a 10 % participation.

By the way, an interesting and promising
approach is seen in Indonesia, where divi-
dends received from abroad can be exempt-
ed from taxation if the funds are reinvested
in the national economy within a specified
period. This approach could potentially not
only attract foreign investments into the
country but also stimulate the development
of the national economy’s real sector.

Notable examples also include several
other countries where dividends are taxed
as income.

The tax rates on dividend income
in several developed
and developing countries *°

Country
Ireland 51
Denmark 42

30-34

Tax rate, %

France

Germany 26.38
Philippines 10-25
Japan 20.32
South Africa 20
Indonesia 10-20
Turkey 15
Russia 13-15
Argentina 7-13
China 10
India 10
Mexico 10
Slovakia 7
Norway 5.2
Greece

Armenia 5

One of the most frequently cited argu-
ments against exempting dividends from
taxation is that this approach may deep-
en income inequality, as higher-income
households typically have larger capital
investments in stocks. Nevertheless, a pol-
icy of tax exemption could also encourage
middle-class participation in investment
processes, enabling broader demographic
engagement.

Expanding access to investment oppor-
tunities can contribute to a more equita-
ble distribution of capital income, which,
in the long term, may reduce income in-
equality. However, such measures should
be complemented by a comprehensive tax
policy aimed at reducing overall inequality
through alternative taxation mechanisms.

One important consequence of ex-
empting dividends from income tax could
be an increase in corporate governance ef-
ficiency. When dividends are not subject to
income tax, individual shareholders have
a stronger incentive to demand that man-
agement distribute profits as dividends

19 Strong action ... . URL: https://www.oecd.org (date accessed: 25.11.2024) ; Worldwide Tax ... .
URL: https://taxsummaries.pwc.com (date accessed: 25.11.2024) ; Leading in an evolving tax
and business landscape / KPMG. URL: https://home.kpmg/xx/en/home/services/tax.html
(date accessed: 25.11.2024) ; Welcome to Deloitte International Tax Source / Deloitte. Oct-Nov
2024. URL: https://www.dits.deloitte.com (date accessed: 25.11.2024).

115


https://www.oecd.org
https://taxsummaries.pwc.com
https://home.kpmg/xx/en/home/services/tax.html
https://www.dits.deloitte.com

Theory and Practice of Forensic Science and Criminalistics. 2024. Issue 4 (37)

ISSN 1993-0917

e-ISSN 2708-5171  https://khrife-journal.org/index.php/journal

rather than reinvest them in less efficient
projects.

This approach promotes a more ef-
ficient allocation of capital within the
company. Logically, companies that have
adopted a policy of regular dividend dis-
tribution and accordingly distribute their
profits tend to demonstrate a higher level
of transparency and accountability toward
investors.

Thus, exempting dividends from income
tax not only stimulates investment but also
enhances corporate governance and ensures
a fairer distribution of capital income.

Based on the analysis presented, the
key factors that could influence the adop-
tion of a unique dividend taxation policy in
a given country’s economy have been iden-
tified.

+  Level of Economic Development: The
degree of economic progress signifi-
cantly impacts the formation of tax
policy. Developed economies typi-
cally implement more advanced tax
systems, which include dividend tax-
ation to ensure state budget replen-
ishment and to stimulate the flow of
investments.

+  Risk Component of the Investment En-
vironment: In countries where the
investment environment is stable
and balanced, governments often
apply favorable conditions for divi-
dend taxation, encouraging capital
inflows and economic development.
Conversely, in more risky invest-
ment environments, dividend taxa-
tion may be tightened to create alter-
native sources of financing.

+  Level of Social Welfare and Social Equi-
ty: In countries with a high standard
of living, favorable conditions for
dividend taxation may be applied as
a tool for social development. Stim-
ulating investments supports eco-
nomic diversity and welfare, which

contributes to the strengthening of
the social component of public pol-
icy.

*  Mechanisms for Ensuring Social Equal-
ity: In some countries, tax policy
is built on the principles of social
equality. Dividend taxation or its ab-
sence can contribute to the fairness
of resource distribution within soci-
ety or support the funding of social
programs, based on theories of pub-
lic cohesion.

Conclusions

In light of the above, the issue of unjusti-
fied accumulation of capital reflected in
companies’ financial statements becomes
particularly relevant in the context of ex-
isting tax legal regulations, especially re-
garding the implementation of financial
and economic expertise. This relevance
arises from the limited alternative invest-
ment options and the economic conse-
quences resulting from the lack of proper
documentation for profit distribution (div-
idend payments) and reinvestment opera-
tions in the charter capital.

Avoiding taxation (withholding tax) on
dividends paid to individuals participat-
ing in the company’s capital can constitute
a violation of legal regulations. As a result,
financial and economic expertise may be
initiated and conducted, particularly in
cases involving criminal proceedings and
bankruptcy court proceedings, to provide
an interim evidentiary basis for determin-
ing the characteristics of insolvency.

Discussions regarding the methodolo-
gy for addressing the aforementioned issue
in financial and economic expert research
are important, as the effective and purpose-
ful reinvestment of capital directly impacts
both the company’s ability to meet its ob-
ligations and its financial stability, as well
as the protection of shareholders’ interests
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and the organization’s future development
goals.

Discussions regarding the application
of methodology in expert research should
specifically address the following:

«  Analysis of the Company’s Financial
Condition: This includes examining
the structure of retained earnings
and the dynamics of their accumula-
tion over the years;

«  Analysis of Profit Distribution Policy:
This involves assessing the possibil-
ities for reinvesting profits to clarify
future investment opportunities;

«  Assessment of Economic Consequences:
This entails observing the potential
negative impacts associated with
the mismanagement of accumulat-
ed capital and determining the “real
insolvency» features of the organiza-
tion.

Thus, the discussion of the aforemen-
tioned issues is crucial at the relevant stag-
es of selecting and applying methodology,
ensuring the quality of financial analysis
and the reliability of the results of expert
research. However, in the subtext of expert
opinion, it is important to raise the follow-
ing question: to what extent is the dispro-
portionate definition and application of
liability measures against companies and
individuals justified by legal regulations
within the framework of tax policy, given
the current level of economic develop-
ment, socio-economic situation, and the
ongoing improvement of an adequate tax
policy in the Republic of Armenia?

Illo/10 MUTAaHHSA 3BUIbHEHHA
BiJI OIIOZATKYBaHHA JUBiIeH/IiB,
oTpuMaHux QisSMIHUMH 0CO0AMU
BiZl y4acTi B KamiTasi KOMIaHii

Kapen Mamuxonan, Anyw Apymionan

Pozensanymo exoHOMIYHI HACAIOKU, U0
BUHUKAIOMb Yepe3 Henponopuiiihe nodsitiHe
0nodamkyeanHs npubymky nionpuemcme

8 yM08ax npasosozo pezynoéanHs. LI Ha-
CM0KU N08’a3aMi 3 TH8eCULIIHOI0 TPO30pi-
CIMI0, YUHHUKAMU PU3UKY 6 pA3i 3a4y4eHHs
iHgecmuyill i, 30Kpemd, 3 HAKONUYEHHAM
HeobIpyHmMosanozo kanimany, eidobpadce-
HO20 Y (DIHAMHCOBIIL 36IMHOCMI KOMNAMIIL.
Ocobaueo ye cmocyemucs eunadkig, Koau
06MedHceHl MONCAUBOCTIL  AABIMEPHAMUBHOZ0
iH8ecmy8aHts npu3eodams 0o po3nodiny npu-
6ymxy (sunsamu dueidendis) i peineecnuyiil
y cmamymHuuil kaniman 6e3 HanexHozo 0o-
KYMEHMAAbHO20 OQOPMACHHS UUX Onepauiil
32I0HO 3 HOpMAMUBHO-NPABOBUMI AKMAMLL.
Vxunenua 6id onodamxysanua (YmpumanHs
nodamxky 3 40eocb) Ougidendis, UNAAUEHUX
pisuuHum ocobam, wo bepymo yuacme y Ka-
nimani KOMnawii, modxce cmami niocmasoi
ons nopywenHs 3akonodascmed. Lle moce
nompebysamu nposedenHs cydosux inamco-
80-eKOHOMIYHUX eKCTepmuU3 Y MexHcax Kpumi-
HaAbH020 ab0 cy008020 NPOBADIHCEHHS ULAIXOM
NMOCMAHOBKU cneyiarvHux numaue. OOHak
y KOHMeKcmi 8UKAAOeHHS 8UCHOBKY eKcnepma
HA20N0ULEHO HA MOMY, W0 8i0n08i0aAbHICMb
KOMNAHIl 1 Gi3udHUX 0Cl0 3a YUHHUMU Npd-
806UMU HOPMAMU € HECTPABe0AUBOI0 3 02130y
Ha HeJOCKOHAAICMb 100AmKo8oi NOAIMUKU
il Has8HOI HOpMamueHo-npasosoi basu. Juc-
Kycii wodo Memodonozii 3’acy8anHs OKpec-
/1eH020 NUMAHH Y (PIHAHCOB0-eKOHOMIYHUX
eKcrepmHuux 00CAI0HCeHHAX CbO2OOHI € aKmy-
ANbHUMU, OCKIAbKU eekmugHe ma uinvose
peingecmysanms kanimany besnocepedHbo
BNAUBAE K HA CPOMOINICHICTL KOMNAMIL 8UKO-
Hysamu cgoi 30008’13aHHs 1l nidmpumyeamu
¢pinancosy cmabinvHicms, max i HA 3aXUCT
iHmepecie akuyioHepig 1 MAlOYmHI Uiai, n06’a-
3aMi 3 PO3BUMKOM Op2aHizayii. 3acmoco8ano
Hayko8i Memodu (aHani3y ma CuHme3sy, ysa-
2a/1bHeHH, 1021KO-CMPYKMYPHUIL ma iH.).

Kawuogi caoga: nodsitine onodamxy-
8aHHs NPUbYMKY; NOOAMKO8A Henponopyiti-
Hicmy; 0usideHOU; IHBeCTNOPU; HAKONUYEeHHS
Kanimany; nodamkosuil kpedum; 38L1bHeHHs
810 onodamxkysanHs; PiHaHC080-eKOHOMIYHA
excnepmuaa.
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