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Introduction
This guide is intended to provide a general
overview of the taxation regime applicable
to investors in the mining sector in Kazakhstan.
This guide has three sections:
1. Mining industry background in Kazakhstan
2. The legislative framework applicable to
companies operating in the mining sector
3. The taxes applicable to companies operating
in the mining sector
As this guide is a highly summarized version
of the rules effective as of January 2021, it is
not a substitute for comprehensive professional
advice, which should be sought before engaging
in any transaction. It should also be noted that
in this guide we do not deal with all the taxes
of Kazakhstan. Here we cover only the most
significant ones applicable to companies
operating in the mining sector, so advice should
be taken as to the actual taxes applicable to a
particular mine.

We wish you every success in this exciting
and dynamic environment.
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Mining industry background
in Kazakhstan
Kazakhstan posted an annual average GDP growth rate
of 5% from 2010—2019, with GDP in 2019 reaching
US$180.2 billion (US$9,731.2 per capita). After a sharp
decline in GDP growth from 6% in 2013 to 1.1% in 2016,
Kazakhstan’s economy has since demonstrated a positive
trend. In 2010 and January—June 2011, GDP growth

reached 7.3% and 7.1%, respectively. In June 2011, the
government of Kazakhstan approved an official annual
average GDP forecast for 2011—2015 of 7.0%. The mining
industry, whose share in total GDP increased from 13.1%
in 2000 to 19.5% in 2019, plays a vital role in the GDP
structure.
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2005

2006
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2008

2009

2010

Year

GDP rate, billion

Mining sector, %

2011

$192.63

19.1

2012

$208.00

17.1

2013

$236.63

15.2

2014

$221.42

15.2

2015

$184.39

12.7

2016

$137.28

12.9

2017

$166.81

13.6

2018

$179.34

15.2

2019

$180.16

15

The mining industry in Kazakhstan has demonstrated
sustainable growth and its future potential is closely
connected to the development of metallurgy. State interests
in the mining industry, as well as in the oil and gas industry,
have strengthened over the last few years. In January 2009,
the Government of Kazakhstan formed Tau-Ken Samruk
National Mining Company as an important step towards
increasing the state’s participation in the sector. The main
objective of Tau-Ken Samruk is to effectively manage
state-owned stakes in mining companies. Tau-Ken Samruk
is a partner of Glencore International and owns 29.97%
of shares in the authorized capital of LLP Kazzinc. Own
capital of Tau-Ken Samruk as of 2019 amounted to 603 bln
tenge. As of December 31, 2019, Tau-Ken Samruk assets
amounted to 631.5 billion tenge. Net profit for that year
reached 40.2 billion tenge. The state is also concentrating
on improving the resource base.
At present, Kazakhstan is a leading global producer of
coal, copper, zinc, bauxite, uranium and chrome ore.
Economically extractable reserves of mineral resources at
the end of 2019 were as follows.

Mineral resources

Reserves

Reserves, % of World
global total
rank

Gold, thousand tons

349

2

15

Silver, thousand tons

195

5.7

2

Chromium, mln tons

17

48

1

Coal, bln tons

33.6

3.8

8

Copper, mln tons

124

4.3

3

Iron ore, mln tons

63

1.5

8

Lead, mln tons

93

13.84

3

Molybdenum, mln tons 51

9

4

Manganese, mln tons

42

n/a

3

Uranium, mln tons

56

12

2

Zinc, mln tons

90

11
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Mineral resources other than oil and gas are located
predominantly in central and eastern parts of the country.
Production statistics of major mining commodities and
their distribution over regions of Kazakhstan in 2019 are
presented below.
Volume, thousand tons

Mineral

115,000.4

Coal

123,107.0

Copper ore

21,991.6

Iron ore

4,118.4

Aluminum ore (bauxite)

7,018.9

Chromium ore

1,142.3

Manganese ore

244.7

Zinc in zinc concentrate

55.7

Lead in lead concentrate

22,808

Uranium
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Legislative framework
Subsurface use rights include contracts (for hydrocarbons
and uranium) and licenses (for solid minerals), which
envisage payment of special taxes and other obligatory
payments by subsurface users.

• Signature bonus and payment for the use of land plots
(rent);

Mining companies in Kazakhstan are treated as subsurface
users after they acquire relevant licenses (i.e. subsurface
use rights). Subsurface use rights can be obtained by a legal
entity in the following ways:

• Procurement of goods, work and services and share of
local content in it;

• obtaining subsurface use rights from the state (obtaining
a license);

• Minimum share of local content in personnel;

• acquisition of subsurface use rights from an existing
subsurface user or the acquisition of a participatory
interest (shares) in the charter capital of the subsurface
user or its parent company.
The license is issued solely by the competent authority –
the Ministry of Industry and Infrastructural Development
of Kazakhstan.

• Annual minimum expenses for subsurface use operations;
• Financing of research, scientific and technical and
experimental design work;
• Financing the socio-economic development of the region
and the development of its infrastructure;
• Financing the training of Kazakhstani personnel, etc.

• a license for geological survey of subsurface — issued
for 3 years;

The subsurface user is required to submit periodic reports
to the competent authority, for example on the fulfillment
of license obligations, on purchased goods, work and
services, on controlling bodies, geological reports and
other matters. Moreover, depending on the type of license,
Kazakhstani legislation may envisage conducting an audit of
the subsurface user.

• a license for exploration of solid minerals — issued
for 6 consecutive years;

Subsurface use legislation

Nowadays, Kazakhstani legislation identifies 6 types of
license:

• a license for production of solid minerals - issued
for a maximum of 25 consecutive years;
• a license for production of commonly occurring minerals —
issued for a maximum of 10 consecutive years;
• a subsurface space use license − issued for a maximum
of 25 consecutive years;
• an artisanal mining license − issued for 3 years and can be
extended once for three years at the request of the license
holder.

4

The implementation of subsurface use operations is
also subject to legislative regulation, which includes key
obligations such as:

Two major legislative acts in Kazakhstan govern the
economic terms established in a subsurface use contract.
They are the Subsurface Use Code1, which contains the
basic legal framework for granting, using, assigning or
terminating rights to be a subsurface user, and the Tax
Code2, which is discussed in detail below.

Statutory accounting
Statutory accounting records are maintained in accordance
with the Law on Accounting and Financial Reporting, under
which most companies should prepare financial statements
under International Financial Reporting Standards (IFRS).

1

Code “On Subsurface and Subsurface Use”, dated 27 December 2017 No.125-VI (the “Subsurface Use Code”)

2

Code No. 120-VI of the Republic of Kazakhstan on Taxes and other Obligatory Payments to the State Budget, dated 25 December 2017 (the “Tax Code”)
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Tax accounting and applicable
taxes
Generally, a subsurface user should maintain separate tax accounting (i.e. ring-fencing) for contractual and noncontractual activities, except for specific cases. That is, tax obligations under each subsurface contract are accounted for
separately from each other, and separately from non-contractual activity.
The Tax Code contains detailed requirements for a mandatory tax policy and a set of tax registers that provide the bridge
from the underlying accounting records to the tax returns.
The table below presents a short overview of the main taxes and obligatory payments to the budget applicable to
subsurface users:
Applicable taxes and obligatory
payments to the budget

Tax base

Rate / amount

Signature bonus

A one-time payment for acquiring the rights
for mining on the contract territory and / or
for extension of the contract territory

The starting amount of the signature bonus is
determined separately for each contract

Payment for compensation of
historical costs

Part of the historical costs incurred by the government on geological investigation
of the contract territory and exploration of mining fields

Mineral extraction tax

The value of the taxable volume of mined-out
reserves of mineral resources contained in
mineral raw material

Excess profit tax (“EPT”)

Starting from 1 January 2018, subsurface users operating under subsurface contracts for
exploration and / or production of mineral resources, underground waters and / or therapeutic mud
are not payers of EPT, provided that such subsurface contracts do not include production of other
types of mineral resources

Payment for the use of land plots

The validity period of the license for exploration
and production of mineral resources

From 15 to 450 MCIs,3 depending on the
license’s validity period

Corporate income tax

Taxable income, adjusted for specific income and
expenses, as well as losses

20%

Withholding tax

Non-resident’s income from activities in
Kazakhstan that do not create a permanent
establishment in Kazakhstan

5-20% (depending on the type of income).
Exemptions or reduced rates under the
relevant double tax treaty may apply

Branch income tax on non-resident’s
income operating in Kazakhstan
through a permanent establishment

Net income derived from business activities of a
permanent establishment in Kazakhstan

15%. A reduced rate under the relevant double
tax treaty may apply

Land tax

Land plot area

The rates vary depending on the purpose
of usage and relevant categories to which
the land plot belongs. The rate could either
be increased or decreased by local state
authorities (by up to 50%)

Property tax

The average annual balance value of taxable
objects per accounting books

1.5%

Environmental fees

The actual volume of emissions into the
environment within and / or above established
limits

The rates depend on the source and type of
polluting substances, and may be increased by
local state authorities

Value added tax (“VAT”)

VAT applies to the following transactions:

12% on sales in the territory of Kazakhstan,
0% on export sales

• Supplies of goods, work and services in/from
Kazakhstan;

0%-18.5% (depending on the type of mineral
resource and mineral raw material)

• Imports of goods

3

Monthly calculation index (“MCI”). MCI for 2021 is KZT 2,917.
Kazakhstan Mining Tax Guide. 2021 |
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Tax regime
This section contains a description of applicable taxes and
obligatory payments to the budget by subsurface users in
the mining sector.

Signature bonus
The signature bonus is a lump-sum payment by a
subsurface user for the right to use the subsurface, as well
as for extension of the contract territory.
For exploration contracts, except for licenses for exploration
of mineral resources, prospecting and development of
technogenic mineral formations, the bonus is a fixed
amount of 280 MCIs (KZT 816,760). For exploration of
common mineral resources, the bonus is a fixed amount of
40 MCIs (KZT 116,680).
For production contracts and contracts for combined
exploration and production, except for contracts
for development of technogenic mineral formations
and licenses for production of mineral resources and
prospecting where recoverable reserves have not been
approved, the bonus is a fixed amount of 500 MCIs (KZT
1,458,500). Where recoverable reserves have been
approved, the bonus is calculated by a formula applying a
rate of 0.01% to approved recoverable reserves and 0.005%
to provisionally approved recoverable reserves (but not less
than KZT 1,458,500).
For production contracts for common mineral resources the
bonus is calculated by a formula applying a rate of 0.01%
to approved recoverable reserves (but not less than KZT
350,040).
The signature bonus for subsurface use licenses is paid
to the budget at the taxpayer’s location no later than ten
working days from the date of issue of such a license.

6
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The amount of the signature bonus of a mining license, except for licenses granted as a result of an auction, is calculated
on the basis of the rates expressed as a multiple of MCIs established by the law on the Republican budget and valid on the
date of payment of the signature bonus:

Name

Rate, MCI

MCI @ KZT 2,917

Exploration license

100

291,700

Mining license

200

583,400

if the area of the provided territory is
up to 17,000 m2

9

26,253

if the area of the provided territory is
from 17,000 m2 to 33,000 m2

12

35,004

if the area of the provided territory is
from 33,000 m2 to 50,000 m2

15

43,755

License for geological study

50

145,850

License for the use of subsurface space

400

1,166,800

Construction license:

Payment for compensation of
historical costs
The obligation to compensate historical costs arises from
the date when a confidentiality agreement is concluded
between the subsurface user and the authorized state body
on subsurface study and usage.

Mineral extraction tax (“MET”)
MET on mineral raw materials
MET on mineral raw materials is calculated based on the
actual volume of mineral resources contained in the mineral
raw material (adjusted for actual losses within normal
rated losses for the tax period). The tax base is the value of
taxable volume of mined-out mineral resources contained in
the mineral raw material for the tax period.

For those minerals for which there are official price
quotations recorded on the London Metal Market or
London Bullion Market Association and published in the
Metal Bulletin journal published by Metal Bulletin Journals
Limited and the Metal-Pages journal published by MetalPages Limited, the tax base is determined based on the
average quotation for such minerals. For other types of
mineral, the value is calculated based on a weightedaverage selling price of minerals, or, the actual production
cost of extraction and primary processing (enrichment)
determined in accordance with IFRS and the requirements
of the accounting and financial reporting legislation of the
Republic of Kazakhstan, increased by 20%.
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The tax rates are established as follows:

Ores of ferrous, non-ferrous
and radioactive metals

Metals

Mineral resources, raw materials, including the ones that passed the initial
processing

Rates,
in %

Chrome ore (concentrate)

16.2

Manganese and iron manganese ore (concentrate)

2.5

Iron ore (concentrate, pellets)

2.8

Uranium (pregnant solution, mining method)

18.5

Copper

5.7

Zinc

7.0

Lead

8.0

Gold, silver, platinum, palladium

5.0

Aluminum

0.25

Tin

3.0

Nickel

6.0

Vanadium

4.0

Chromium, titanium, magnesium, cobalt, tungsten, bismuth, antimony, mercury, arsenic
and others

6.0

Niobium, lanthanum, cerium zirconium

7.7

Gallium

1.0

Selenium, tellurium, molybdenum

7.0

Scandium, germanium, rubidium, caesium, cadmium, indium, thallium, hafnium, rhenium,
osmium

6.0

Mineral raw materials
containing radioactive metals

Radium, thorium

5.0

Rare Metals

Lithium, beryllium, tantalum, strontium

7.7

Rare Earth Metals

Yttrium, praseodymium, neodymium, promethium, samarium, europium, gadolinium,
terbium, dysprosium, holmium, erbium, thulium, ytterbium, lutetium

6.0

Mineral raw materials
containing metals
Mineral raw materials
containing rare metals
Mineral raw materials
containing trace metals

Mineral raw materials that contain non-metallic minerals
Bituminous coal, lignite coal, oil shales

2.7

Phosphorites

4.0

Boric anhydride

3.5

Potassium and potassium-magnesium salts

6.0

Baryte

4.5

Talcum

2.0

Gypsum

5.6

Sulfur

6.0

Fluorites

3.0

Wollastonite

3.5

Shungite

2.0

Graphite and others

3.5

Mineral raw materials
containing precious stones

Diamond, ruby, sapphire, emerald, garnet, alexandrite, red (noble) spinel, euclase, topaz,
aquamarine and others

12.0

Mineral raw materials
containing ornamental stones

Nephrite, lapis-lazuli, rhodonite, charoite, malachite, aventurine, agate, jade, pink quartz,
dioptase, chalcedony and others

3.5

Mineral raw materials
containing industrial stones

Diamond, corundum, agate, jasper, serpentinite, asbestos, mica and others

2.0

Alumina-bearing rocks (feldspar, pegmatite)

2.5

Other non-metallic raw material, refractory clay, kaolin, vermiculite, common salt

4.7, but not
less than 0.02
MCI per unit
volume

Fuel, Chemical and
Agronomical mineral raw
materials

Stone-coloured raw materials

Common Mineral Resources

In some circumstances, the 0% MET rate may be applied to all types of mineral resource and mineral raw material extracted
from off-balance reserves.
8

| Kazakhstan Mining Tax Guide. 2021

MET on common mineral resources
MET is calculated based on the actual volume of common mineral resources extracted by the subsurface user during the
tax period. The taxable base is the volume of extracted common mineral resources during the tax period.
Resource

Rate (MCI)

MCI @ KZT 2,917

Metamorphic rocks: marble, quartzite, quartz-feldspar rocks

0.02

58.34

Magmatic rocks: granite, syenite, diorite, gabbro, rhyolite, andesite, diabase, basalt, volcanic
tuffs, slags, pumice, volcanic glass and vitreous rocks (perlite, obsidian)

0.02

58.34

Sedimentary rocks: gravel, gravel-sandy mixture, sands and sandstones, clays and clay rocks
(loams, siltstones, argillites, clayey shales), salt, gypsum rocks, marls, limestones, including shell
rocks, chalk rocks, dolomites, limestone-dolomite rocks, siliceous rocks (treble, opoka, diatomite),
natural pigments, peat

0.015

43.755

The tax rates are established in MCIs for a unit of extracted volume of the resources as follows:
MET on underground waters
Mineral

Rates, in MCI

MCI @ KZT 2,917

Underground water produced by a subsoil user, except underground waters listed in rows 2-5 of
this table

0.003

8.751

Underground water produced by a subsoil user to carry out activities regulated
by legislation of the Republic of Kazakhstan on natural monopolies, and (or) subsequent sale
to a natural monopoly entity to carry out activities regulated by legislation of the Republic of
Kazakhstan on natural monopolies

0.001

2.917

Underground mineral water or underground domestic potable water produced by
a subsoil user and used for the production of alcoholic beverages, soft drinks and (or)
food products (except for the production of agricultural products and (or) its processing)

0.250

729.25

Actual losses of underground domestic potable water during the implementation of activities
regulated by legislation of the Republic of Kazakhstan on natural monopolies, and (or) its
subsequent sale to a natural monopoly entity to carry out activities regulated by legislation
of the Republic of Kazakhstan on natural monopolies

0.005

14.585

Actual losses of underground mineral or underground domestic potable water produced by a
subsoil user, except underground waters listed in row 4 of this table

1

2,917

Payment for the use of land plots
Payment for the use of land plots is imposed for provision by the government of land plots under a license for the
exploration or production of mineral resources. Payers for the use of land plots are entities that have received land
plots based on a license for the exploration or production of mineral resources.
Payment rates are established in MCIs as follows:
Period

Rate (MCI)

MCI @ KZT 2,917

From 1 to 36 months of the license for exploration, for 1 block

15

43,755

From 37 to 60 months of the license for exploration, for 1 block

23

67,091

From 61 to 84 months of the license for exploration, for 1 block

32

93,344

From the 85th month of the license for exploration, for 1 block

60

175,020

From 1 month of the production license, for 1 km2

450

1,312,650

A block means a territory for which a license for exploration or production of mineral materials has been issued.
Each block has identifying coordinates and an individual code assigned to it by the authorized body.
Kazakhstan Mining Tax Guide. 2021 |
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EPT

• Doubtful receivables not redeemed within three years;

Starting from 1 January 2018, subsurface users operating
under subsurface contracts for exploration and / or
production of mineral resources, underground waters and /
or therapeutic mud are not payers of EPT, provided that
such subsurface contracts do not include production of
other types of mineral resources.

• Fines and penalties, except for those payable to the state
budget;

Corporate income tax (“CIT”)
CIT is applied to all companies at a rate of 20% of taxable
income. Taxable income is calculated as the difference
between aggregate annual income and statutory
deductions.
Deductions
All expenses actually incurred by a taxpayer in carrying
out activities which are directed at the receipt of income
and which are supported by primary documentation
are generally deductible for the purpose of determining
taxable income.
The following are examples of deductible expenses:
• Interest expenses (accrued within paid, thin capitalization
rules apply);
• Expenses incurred under a joint operating agreement
based on information provided by the operator;
• Business trip and representative expenses (within
established limits);
• Excess of foreign exchange losses over a foreign
exchange gain;
• Insurance premiums except for those paid according to
accumulative insurance contracts;

10 | Kazakhstan Mining Tax Guide. 2021

• Training expenses actually incurred by a subsurface user
for its personnel;
• Development of rural areas, within limits established in
subsurface use contracts.
Geological studies and exploration and preparatory
operations for production of mineral resources include
the following: appraisal, preparatory work, general and
administrative expenses, and costs of bonuses. These costs,
along with expenditure on the purchase of fixed assets and
intangible assets (expenditure incurred by a taxpayer while
acquiring the right to geological exploration, development,
or extraction of mineral resources) form a separate
depreciation group for tax purposes. These costs may be
deducted once production commences by declining balance
depreciation at a rate not exceeding 25%.
Taxpayers have a right to reduce taxable income for certain
expenses (e.g. charity) not exceeding 4% of taxable income
(3% for large taxpayers subject to monitoring).
Depreciation expenses
Fixed assets subject to depreciation include, among others:
• Tangible fixed assets, investments in immovable property,
intangible assets etc. recognized in accounting records
of a taxpayer in accordance with IFRS and legislation of
the Republic of Kazakhstan on accounting and financial
reporting, and intended to be used for activities to generate
income;

• Assets with a useful life exceeding one year,
manufactured and (or) acquired by concessionaires under
concession agreements;
• Assets with a useful life exceeding one year which are
intended for use in activities which are directed at the
receipt of income and were received by a fiduciary for
fiduciary management under a fiduciary management
agreement or another document which is a basis on
which fiduciary management is exercised.
The following items, among others, are not considered as
fixed assets:
• Intangible assets with an indefinite useful life;
• Assets commissioned under investment contracts
concluded before 1 January 2009;
• Construction in progress.
For tax depreciation purposes, fixed assets are split into four
groups. Assets are depreciated at rates not exceeding the
maximum depreciation rates set out in the following table:
Group
No.

Type of fixed asset

Maximum
depreciation
rate

I

Buildings, structures (except for oil and
gas wells and transmission devices)

10%

II

Machinery and equipment, except for
machinery and equipment used for oil
and gas production

25%

III

Office machinery, computers and software

40%

IV

Fixed assets not included in other groups,
including oil and gas wells, transmission
15%
devices, machinery and equipment for
oil and gas production

Subsurface users have the right to apply double
depreciation rates in the year of commissioning “newly
created” fixed assets, provided such fixed assets will be
used in their contract activities for at least three years.
Expenses actually incurred on the use, repair, maintenance
and liquidation of fixed assets are defined as “subsequent
costs” and are deductible in the tax period when they are
actually incurred.
Financing considerations
A general 4-to-1 debt-to-equity limit applies to both
Kazakhstan and non-Kazakhstan sourced financing
obtained from / guaranteed by a related party or obtained
from an entity registered in a tax haven.
Losses
Losses pertaining to subsurface use contracts may be
carried forward for up to 10 years. Tax losses may not be
carried back.
Branch profit tax
Branches are subject to a branch profit tax of 15% applied
to taxable income after deduction of CIT. Such a rate may
be reduced under relevant double tax treaty provisions
provided that certain conditions are met.
Withholding tax (“WHT”)
Generally, income of a non-resident derived from
Kazakhstani sources is subject to 20% WHT in Kazakhstan,
except for the following:
• Income in the form of dividends, capital gains, interest
and royalty - 15%;
• Income from international transportation services – 5%;
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• Insurance premiums payable in accordance with
reinsurance risk agreements - 5%;
• Income from insurance premiums in accordance with
insurance risk agreements - 15%.
The WHT rate on dividends, interest and royalty may be
reduced under a relevant double tax treaty provided that
certain conditions are met.
It should be noted that any type of income paid by a
Kazakhstani legal entity to a non-resident legal entity
registered in tax-blacklisted jurisdictions is subject to
20% WHT in Kazakhstan. There is a list adopted by the
Kazakhstan Government of countries with a privileged
taxation system.
Taxation of dividends
Dividends paid by a Kazakhstani subsurface user legal
entity to a non-resident legal entity are subject to WHT at a
domestic rate of 15% (or 20% for entities registered in taxblacklisted jurisdictions). However, such a WHT rate may
be reduced under a relevant double tax treaty provided
that the recipient of the dividends is the beneficial owner
of such dividends, is a fully operating company and that all
other administrative requirements are met. The application

12 | Kazakhstan Mining Tax Guide. 2021

of any benefits under a double tax treaty is subject to the
relevant Multilateral Convention to Implement Tax Treaty
Related Measures to Prevent Base Erosion and Profit
Shifting (MLI ) provisions.
3-year holding period exemption under domestic law
Further, Kazakhstan tax legislation envisages a domestic
WHT exemption on dividends received by non-residents
(except those registered in tax havens) if the following
conditions are simultaneously met:
• at the date when the dividends are accrued, the
non-resident has held the shares/participation interest
(in respect of which the dividends are paid) for more
than 3 years;
• in the course of a twelve-month period preceding
the first day of the month of the dividends’ accrual,
a resident legal entity, which is a subsurface user
paying dividends, has been carrying out subsequent
processing (after primary processing) of at least 50%
of the mineral raw materials mined within that period,
including coal, at its own production facilities located
in the territory of the Republic of Kazakhstan and
(or) those owned by a resident legal entity, which
is its related party.

Taxation of capital gains
Taxable Kazakhstan source income of non-residents
includes amongst other items:
• capital gains generated from the transfer of shares/
participation interest in a Kazakhstani legal entity;
• capital gains generated from the transfer of shares/
participation interest in a foreign legal entity, if 50% or
more of the value of its shares/participation interest
or its assets derives from Kazakhstan / assets located
in Kazakhstan (i.e. the indirect transfer of shares/
participation interest in a Kazakhstan legal entity).
Capital gains received by a non-resident legal entity
from the disposal of shares or participation interest
would be subject to Kazakhstan WHT at a rate of 15% (or
20% for non-residents that are registered in tax-haven
jurisdictions).

Imports of goods and equipment are subject to 12% import
VAT. Export sales of mineral resources and international
transportation services are generally subject to 0% VAT.
Registration procedures
VAT registration, a process separate from tax registration,
is either compulsory or voluntary. Resident legal entities,
branches or representative offices of nonresident legal
entities and private entrepreneurs must register for VAT if
turnover during the calendar year exceeds 30,000 times
the MCI. The threshold is approximately USD 208,000
for 2021. The deadline for VAT registration is within
10 business days after the end of the month in which the
turnover threshold is exceeded. Otherwise, it is possible to
register as a VAT payer voluntarily before the threshold is
reached or immediately upon incorporation.
Place of supply rule

In accordance with Kazakhstan tax legislation, capital gains
may be exempt from taxation in Kazakhstan provided that
the following conditions are simultaneously met:

The applicability of Kazakh VAT is determined based on the
deemed place of supply of a given good, work or service.
It is important to note that under the place of supply rules,
a service may be physically performed outside of
Kazakhstan, but deemed to be supplied inside Kazakhstan
for VAT purposes. Examples of such services include services
related to immovable property located in Kazakhstan, or
consulting services performed outside of Kazakhstan for a
customer inside Kazakhstan. If the place of supply is deemed
to be outside of Kazakhstan, the underlying good, work or
service is not subject to Kazakh VAT. The place of supply is
determined based on the following rules.

• the seller is not registered in a tax-blacklisted jurisdiction

For goods:

Please note that Kazakhstan applies an extra-territorial
capital gains tax regime, i.e. if a nonresident sells its
shares in a foreign entity that derives more than 50% of its
value from Kazakhstan assets such a disposal of shares is
considered income sourced in Kazakhstan and is subject to
Kazakhstan WHT at 15% (or 20% for non-residents that are
registered in tax-haven jurisdictions).
3-year holding period exemption under domestic law

• the legal entity has owned the shares subject to sale for
more than 3 years;
• the legal entity whose shares are to be sold is not a
subsurface user and does not derive 50% or more of its
value from a subsurface user in Kazakhstan.
An entity is not recognized as a subsurface user solely
on the basis of its right to extract groundwater and (or)
common minerals for its own use, and neither is an entity
which, in the course of a twelve-month period preceding
the first day of the month of the sale of shares or
participating interests, has been carrying out subsequent
processing (after primary processing) of at least 50
percent of mineral raw materials mined within that period,
including coal, at its own production facilities located in
the territory of the Republic of Kazakhstan and (or) those
owned by a resident legal entity, which is its related party.
Value added tax (“VAT”)
European Union-style VAT applies in Kazakhstan.
Mineral resources sold in the territory of Kazakhstan are
subject to 12% VAT. Turnover arising from sales of refined
gold to the National Bank of the Republic of Kazakhstan is
taxed at 0% VAT (subject to certain conditions).

• In case of transportation – the place where transportation
of the goods began;
• In other cases – the place where the goods are transferred
to the recipient.
For works and services:
• The location of the immovable property, in case works
and services are provided in respect of such property.
• The place of actual provision of works and services in
respect of the movable property.
• The place of entrepreneurial or other activity of the
purchaser of the following services: consulting, auditing,
engineering, advocacy, design, marketing, legal,
accounting, advertising, as well as services involving the
provision and (or) processing of information; renting of
movable property (except for transport), secondment
services, communication services, etc.
• In other cases – the place of entrepreneurial activities
(or any other activities) of the provider of works and
services.
The place of supply of auxiliary and preparatory services
is determined based on the place of supply of the main
services.
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VAT refund
The following VAT amounts are re-fundable to a VAT payer
from the budget:
• VAT paid to suppliers of goods or services that were used
for the purpose of zero-rated turnover (e.g. exports);
• Excess amounts of reverse charge VAT in case of
purchases of work or services from a non-resident;
• VAT paid to suppliers of goods, work or services that were
acquired using a grant;
• The amount of cash overpayment of VAT to the budget.
Electronic VAT invoicing
All VAT payers are obliged to issue electronic VAT invoices
starting from 1 January 2019.
Virtual warehouse
Created with the aim of systematization of inventory
movement and calculation of inventory balances, the
virtual warehouse stores information on inventory in
taxpayers’ warehouses, electronic documents, movements
and write-offs of inventory from the virtual warehouse.
Electronic accompanying notes
An electronic accompanying note should be issued upon
the movement, supply and/or shipment of certain goods.
The accompanying note should be submitted by taxpayers
in the “Virtual Warehouse” module and signed with an
electronic digital signature. Starting from 1 January
2020 the production and turnover of biofuel is subject
to mandatory issuance of accompanying notes. The
issuance of accompanying notes for other goods will be
implemented during 2021. The list of goods which are
subject to mandatory issuance of accompanying notes is
established by the authorities.
Other taxes
Generally other taxes and payments to the budget do
not represent a significant economic burden. The most
significant are presented below.
Payroll
Income from employment consists of all compensation,
whether received by an employee in cash or in kind
(including the employee’s shares), subject to minor
exceptions, regardless of the place of payment of such
income.
Under Kazakhstan legislation, any income paid for work
performed in Kazakhstan (regardless of whether it is paid
from inside Kazakhstan or outside) is deemed Kazakhsource income subject to statutory payroll taxation in
Kazakhstan by the tax agent (i.e. a Kazakhstan entity,
branch or representative office of a foreign entity
responsible for calculating, withholding and remitting the
payroll-related taxes/social payments to the budget).
4

MMS = Minimum monthly salary. MMS for 2021 is KZT 42,500.
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To comply with local tax law requirements, host companies
must run a so-called “shadow” payroll to tax income paid
abroad for work done in Kazakhstan. A “shadow” payroll
implies that foreign income is processed for Kazakhstan tax
purposes only, while a net payment is made by the homecountry employer.
Companies that engage freelancers (not registered as
individual entrepreneurs) are obliged to act as tax agents
(as defined above) and calculate relevant taxes and social
payments from their income.
Personal income tax (“PIT”)
Income from employment (both tax residents’ and tax
nonresidents’) taxable by tax agents, subject to certain
exceptions, is subject to PIT at a 10% rate.
The monthly taxable income of a tax resident employee
may be reduced by the minimum monthly wage, which is
set at KZT 42,500 for 2021. Other tax deductions include
but are not limited to the following:
• Obligatory pension fund contributions
• Employee Obligatory social medical insurance
contributions (introduced on December 10, 2020 and
retrospectively in effect from January 1, 2020)
• Voluntary pension fund contributions made either by the
individual or the tax agent for an individual’s own benefit
under Kazakh pension law
• Medical expenses supported by documents within set
limits
• Payments on mortgages with specific banks.
Income received in foreign currency is converted into
Kazakh tenge at the exchange rate on the last business day
preceding the date of income payment.
Under the withholding mechanism, a tax agent withholds
PIT and transfers it to the state budget on a monthly
basis by the 25th day of the month following the month in
which income was paid to the employees. A special regime
exists for “shadow” payroll in respect of income paid to
individuals working in Kazakhstan under an agreement on
the provision of personnel or a service agreement between
an individual’s home-country employer and a counter-party
in Kazakhstan.
Social tax (“ST”)
ST is an additional direct tax imposed on all Kazakhstan
employers that is not earmarked for the social benefit of
employees.
Employers must calculate ST at a flat rate of 9.5% of gross
income, less the obligatory pension fund contributions
and employee’s obligatory social medical insurance
contributions. The minimum monthly tax base for ST per
employee is the MMS.4

ST must be remitted to the state budget on a monthly basis
by the 25th day of the month following the tax period.
Monthly social insurance contributions are deducted from
the monthly ST amount due (see the Social insurance
contributions section).
Social insurance contributions (“SIC”)
Employers must make SIC, which are a part of the ST, at a
rate of 3.5% of income paid to i) Kazakhstan citizens and
repatriated ethnic Kazakhs, ii) foreigners with a Kazakhstan
residence permit and iii) individuals who are citizens of
country-members of the Eurasian Economic Union and
working in Kazakhstan under employment contracts.
For 2021, income received in excess of 7 MMS (KZT 297,500)
per month is not subject to SIC. The minimum monthly tax
base for obligatory SIC per employee is the MMS.
Employer and Employee Obligatory social medical
insurance contributions (“OSMIC”)
Employers must make, at their own expense, employer
contributions to the Social Medical Insurance Fund on a
monthly basis at a rate of 2% of income paid to employees
(applicable to Kazakhstan citizens, repatriated ethnic
Kazakhs, citizens of the Eurasian Economic Union countrymembers and foreign citizens holding a Kazakhstan
residence permit).

In addition to employer OSMIC, the employer being a tax
agent should withhold and remit to the Social Medical
Insurance Fund monthly employee contributions calculated
from the income of employees (Kazakhstan citizens,
repatriated ethnic Kazakhs, citizens of the Eurasian
Economic Union country-members and foreign citizens
holding a Kazakhstan residence permit) at 2% of such
employee’s income.
For 2021, income subject to employer and employee
OSMIC is capped at 10 MMSs (KZT 425,000) per month.
The minimum monthly tax base for both types of OSMIC
per employee is the MMS.
Obligatory pension fund contributions (“OPFC”)
OPFC at a rate of 10% of the gross salary of employees
(Kazakhstan citizens, repatriated ethnic Kazakhs and
foreigners with a Kazakhstan residence permit) must
be withheld and remitted to the state pension fund by
the employer on a monthly basis not later than the
25th day of the month following the month in which
the income was paid to the employees. For 2021,
income received in excess of 50 MMSs (KZT 2,125,000)
per month is not subject to OPFC. OPFC are deductible
for PIT, ST and SIC purposes.
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Obligatory professional pension fund contributions
(“OPPFC”)
Under the Kazakhstan Law on Pension Coverage,
employers must also make, at their own expense, OPPFC
at a rate of 5% of the gross salary of employees in certain
harmful professions in sectors including, among others,
mining, oil and gas, pharmacy and consumer goods.

Local authorities, on the basis of land zoning projects
(drawings), conducted in accordance with land legislation
of the Republic of Kazakhstan, have the right to lower or
raise land tax rates by no more than 50 percent of the
basic land tax rate for certain types of land plot.
Transport tax

According to Kazakhstan legislation, all Kazakhstan tax
agents paying income to individuals under service
agreements should withhold 10% PIT, 10% OPFC and 2%
OSMIC calculated from income paid under a service
agreement. Starting from January 2021, OPFC and OSMIC
are deductible for PIT purposes with retrospective effect as
of January 2018.

Most vehicles are subject to tax according to established
rates. The tax on vehicles is paid annually and computed
based on MCI. For motor vehicles the tax ranges from 1
to 200 times the MCI per year depending on the engine
capacity of the vehicle. For aircraft, boats and trains, the
tax is based on engine power. Transport tax does not apply
to quarry dump trucks with a payload capacity of 40 tons
or more, specialized medical transport vehicles, sea vessels
registered in the international ship registry of Kazakhstan,
or special vehicles subject to property tax.

Property tax

Environmental fees

Income of individuals under service agreements

Property tax is calculated as 1.5% of the average residual
book (not tax) value of immovable property per annum.
Applicability of the property tax to a certain subsurface
user’s assets may require additional analysis.
Land tax
Land tax applies to industrial land (including mines) and
varies from KZT 48.25 to KZT 5.790 per hectare depending
on the land quality. For other types of land plot, the land tax
depends on the land quality and purpose of such plot.
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The taxable base and rates for environmental fees
vary depending on the nature of the subsurface user’s
activities, volumes of “used” natural resources, volume
of pollution, etc.
Local authorities have the right to increase the rates by
no more than twice, except for rates for pollution from the
flaring of associated and (or) natural gas in flares.

Transfer pricing
Kazakhstan’s Transfer Pricing (TP) legislation has wide
applicability to businesses. The impact on subsurface users
is particularly strong. The TP rules apply to all cross-border
transactions even if the parties are unrelated. The TP rules
also apply to certain types of domestic transaction if they
involve cross-border transactions, e.g., to domestic sales
of hydrocarbons and minerals by subsurface users that are
then exported.
Law of the Republic of Kazakhstan dated July 5, 2008 No.
67-IV “On Transfer Pricing” (the “TP law”) prescribes the
following methods for determining а market price:
• Comparable uncontrolled price method
• Cost plus method
• Resale price method
• Profit split method
• Net margin method.
Except for transactions involving agricultural products,
there is no “safe harbor” for a deviation from the market
price, although the TP law recognizes that there can be a
range of market prices. In determining market prices

under the comparable uncontrolled price method,
adjustments to prices are allowed in at least some cases,
except where one of the parties to a transaction is
registered in a tax haven.
There are several compliance requirements that apply to
taxpayers including subsurface users depending on the
type of taxpayer and its revenues:
1. TP monitoring reporting (the deadline is 15 May of the
year following the reporting year)
2. Notification on participation in a multinational group
(before 1 September of the year following the reporting
year)
3. Three-tier transfer pricing reporting, including:
— Country-by-country reporting (within 12 months
following the reporting year or upon request)
— Master file (within 12 months upon request)
— Local file (within 12 months following the reporting
year)
4. General TP documentation (upon request)
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Customs
Kazakhstan is a member of the World Trade Organization
(WTO). Due to the WTO accession in 2015, Kazakhstan
undertook an obligation to gradually reduce import
duty rates by 2020 with respect to nearly 3,500 goods,
including various equipment items, non-precious metals
and products made from them, as well as other goods
used in the mining industry. Under EAEU legislation,
goods included in the list of goods to which reduced rates
of import duty may be applied, that have been imported
under the release for domestic consumption customs
procedure at reduced rates, have the status of conditionally
released goods. They cannot be exported to other EAEU
member states.
Kazakhstan is also a member-state of the Eurasian
Economic Union (EAEU) together with Russia, Belarus,
Armenia and Kyrgyzstan, which envisages free movement
of goods within its customs borders. In this regard, goods
produced or customs cleared in one of the EAEU memberstates are transferred to other EAEU member-states
without payment of customs duties. Customs regulation in
Kazakhstan is mainly based on the EAEU Treaty, including
the Customs Code of the EAEU, and the Customs Code of
the Republic of Kazakhstan.

Generally, equipment, spare parts and materials used
in the mining industry are subject to import duties set
by the Common Customs Tariff of the EAEU upon import
from non-EAEU countries.
Customs legislation establishes various types of customs
procedures for the customs clearance of goods, including
release for domestic consumption, temporary import,
bonded warehouse, export of goods and other customs
procedures. Some customs procedures envisage full or
partial exemption from payment of customs duties and
taxes. Also, exemption from payment of customs duties and
taxes is granted to participants of special economic zones
and owners of free warehouses holding special investment
contracts, investors operating under investment contracts
concluded with the competent state authority in the sphere
of investments and in some other cases. There are also
certain non-tariff regulations, such as those limiting or
prohibiting the import or export of certain goods.
Kazakhstan has reserved the right to continue levying
export duties on certain goods that are currently subject
to export duty in Kazakhstan (petroleum and related
products, remnants and scrap of ferrous and non-ferrous
metals, elements of locomotive rolling stock, and others).
For instance, export duties are applied to metals as follows:

Name

Customs duty rate

Term of customs duty

Waste and scrap of ferrous metals;
ingots of ferrous metals for remelting
(charge ingots)

5% of the customs value, but not less than
5 euros per 1 ton

From 30 November 2018

Cooper scrap and waste

10% of the customs value, but not less than
84 euros per 1 ton

From 30 November 2020

Primary aluminum alloys

10% of the customs value, but not less than
76 euros per 1 ton

From 30 November 2020

Secondary aluminum alloys in ingots or in
liquid state

3% of the customs value, but not less than
22 euros per 1 ton

Permanent

Aluminum waste and scrap

10% of the customs value, but not less than
76 euros per 1 ton

From 30 November 2020
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EY in Kazakhstan
Introduction
EY was the first international professional services to open an office in Kazakhstan in 1992. Today we have a network
of three offices in Nur-Sultan, Almaty and Atyrau. EY in Kazakhstan has significant experience serving leading companies
in the country’s energy, financial services, metallurgy, railway transportation, industrial production sectors.
Our clients include national and major foreign investors operating in Kazakhstan.

Our services

Office location

Assurance

Nur-Sultan

• External audit

Talan Towers

• Accounting and Financial Reporting

Dostyk Ave., 16

• Financial and Accounting Advisory Services

Nur-Sultan, Z05H9K3, Kazakhstan

• Fraud Investigation and Dispute Services

Tel: +7 (7172) 580400

• Climate Change and Sustainability Services

Fax: +7 (7172) 580410

Consulting

Almaty

• Performance improvement

Esentai Tower

• Risk

Al-Farabi Ave., 77/7

• IT risk and Assurance

Almaty, 050060

• Advisory for Financial Services

Tel: +7 (727) 2585960

• Academy of Business

Fax: +7 (727) 2585961

Tax
• Business Tax
• Indirect Tax
• International Tax
• People advisory services
• Transaction Tax
• Law

Atyrau
Atyrau Plaza
Satpayev St., 17B
Atyrau 060000
Direct: +7 (7122) 552100
Fax: +7 (7122) 552101

Strategy and Transactions
• Lead Advisory (M&A, Corporate Finance)
• Transaction Diligence
• Valuation, Modeling and Economics
• Strategy
• Transaction Strategy and Execution
• Turnaround and Restructuring Strategy
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For further information of professional advice, please contact the following EY leaders:
Tax:

Assurance:
Dinara Tanasheva
Tel: +7 (727) 258 59 60
Dinara.S.Tanasheva@kz.ey.com

Paul Cohn
+7 (727) 2585960
Paul.Cohn@kz.ey.com

Doniyorbek Zulunov
Tel: +7 (727) 258 59 60
Doniyorbek.Zulunov@kz.ey.com

Dinara Malayeva
+7 (727) 2585960
Dinara.Malayeva@kz.ey.com

Vladimir Fesenko
Tel: +7 (727) 258 59 60
Vladimir.Fesenko@kz.ey.com

Svetlana Ceban
+7 (727) 2597210
Svetlana.Ceban@kz.ey.com

Roman Yurtayev
Tel: +7 (727) 258 59 60
Roman.Yurtayev@kz.ey.com

Anuar Mukanov
Tel: +7 (727) 258 59 60
Anuar.Mukanov@kz.ey.com
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Strategy and Transactions:
Timur Pulatov
+7 (727) 2585960
Timur.Pulatov@kz.ey.com
Amangeldy Mussayev
+7 (727) 2585960
Amangeldi.Mussayev@kz.ey.com
Rinat Akhmetshin
+7 (727) 2585960
Rinat.Akhmetshin@kz.ey.com
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EY | Building a better working world
EY exists to build a better working world, helping to create
long-term value for clients, people and society and build trust
in the capital markets.
Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help clients
grow, transform and operate.
Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new answers
for the complex issues facing our world today.
EY refers to the global organization, and may refer to one or more,
of the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company limited
by guarantee, does not provide services to clients. Information about how
EY collects and uses personal data and a description of the rights
individuals have under data protection legislation are available
via ey.com/privacy. EY member firms do not practice law where prohibited
by local laws. For more information about our organization, please visit
ey.com.
EY works together with companies across the CIS and assists them in
realizing their business goals. 5,500 professionals work at 19 CIS offices
(in Moscow, Ekaterinburg, Kazan, Krasnodar, Novosibirsk, Rostov-on-Don,
St. Petersburg, Togliatti, Vladivostok, Almaty, Atyrau, Nur-Sultan, Baku,
Bishkek, Kyiv, Minsk, Tashkent, Tbilisi, Yerevan).
© 2021 Ernst & Young Kazakhstan LLP - KZ
All Rights Reserved.
ED None.
This publication contains information in summary form and is therefore intended for general
guidance only. It is not intended to be a substitute for detailed research or the exercise
of professional judgment. Neither EYGM Limited nor any other member of the global EY
organization can accept any responsibility for loss occasioned to any person acting or refraining
from action as a result of any material in this publication. On any specific matter, reference
should be made to the appropriate advisor.

ey.com/ru

