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Abstract. The article examines the legal regulation of taxation of foreign digital companies
in the Republic of Kazakhstan in the context of the digital economy. The relevance of the study is
determined by the rapid growth of cross-border digital services and the need to adapt national tax
legislation to new business models that operate without a physical presence in the state where services
are consumed. The purpose of the research is to analyze Kazakhstan’s current legislation governing
the taxation of foreign digital companies, identify existing regulatory challenges, and develop
proposals for improvement based on international experience. The study employs comparative legal,
systemic, and formal-logical methods, as well as an analysis of international approaches to digital
taxation.

The scientific novelty of the research lies in the comprehensive assessment of Kazakhstan’s
digital taxation framework in light of the new Tax Code of 2025 and international initiatives such as
BEPS, Pillar One, and Pillar Two. The findings reveal challenges related to the identification of non-
resident taxpayers, transparency of digital transactions, and cross-border exchange of tax information.
The study concludes that Kazakhstan should establish a legal definition of digital services, improve
tax administration, and harmonize national legislation with international standards. The findings may
contribute to the development of tax policy and the further improvement of Kazakhstan’s digital
taxation framework.

Keywords: digital economy, international taxation, foreign digital companies, digital services
tax, e-commerce, value added tax.
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Angarna. Makamnana Kazakcran PecmyOnukachIH1aFbI HIETEIIIK UG PITBIK
KOMITAHUSITAPIBIH KBI3METIHE CaJIbIK CATyABIH KYKBIKTBIK TOPTIO1 JKOHE OHBI pETTEy/Aeri HeTi3ri
Mocelenep KapacTelpbulFad. ABTOpiap HMUQPILIK SKOHOMUKAHBIH KAPKBIHIBI JaMybl JKaFIalbIH/Ia
JOCTYpJl CalblK TETIKTEPIHIH  METeNAIK HUGPIBIK KOMIAHUSIIAPABIH KBI3METIH pETTeyIeri
KETKUTIKCI3IriH aTan kepceteni. Kazipri mudpibik Moaenbaep KbI3MET KOPCETIIETIH MEMIICKETTe
IETENTIK MU PIBIK KOMIaHUIAPAbIH (PU3UKAIIBIK TYPE KAaTBICYBIH Tanan eTneiai. 3eprreyae 2022
KbIIaH Oactan eHri3inreH «Google canbiFel»y Jem aTalaThiH CaJbIK CATyIbIH KaHa KaFuaaiapbiHa,
cormaii-ak 2025 xpuiFbl jkaHa CanblK KOJEKCIHZIET e3repicTepre epekiie Haszap ayJlapbUIFaH.
Eypomansik ogak, @pannus, YHaictaH xkoHe KpiTaliplH Toxiprbeci Ha3zapra aiblHIbL 3epTTey/IiH
Makcathl Kazakcran PecrmyOyMKkachIHBIH KOJIIAHBICTAFbl 3aHHAMAIAFbI CAJIBIK 3aHHAMACHIH KEIIeHTi
Tangay >KOHE OJIKBUIBIKTAp/bl aHBIKTAY, XaJIbIKapalblK CTaHIAPTTap HETri3iHAe HAKThl KETUIAIpY
OaFbpITTapbIH YCBIHY. 3epTTey OapbIChIHIA CabICTHIPMAIBI-KYKBIKTBIK Tajaay, XXYHETiK >KOHe
(hopMabAbI-IOTUKAIBIK JIICTEP KYPBUIBIMIBIK-()YHKIIMOHAIIBIK KOHE JIEYyMETTIK-MOICHHU JJIICTED,
COHJIAa-aK XaJlbIKapalblK ToKipuOeHi Tangay KojgaHbuiabl. COHBIMEH KaTap, MIETENIiK
IOPUCIUKIUSIIAPAbIH aTajFaH MOCENICHI peTTey YJATuIepi KapacThIPbUIIAbL. 3epTTey HOTHKECIHAe
Oeipe3snICHTTEPl COMKECTCHIIPY, TPAH3aKIUSIIAPIBIH AIIBIKTHIFI XKOHE MEMJICKETaPAJIBIK aKIapatT
anMacy OOMBIHIIIA PETTEY IIH TUIMCI3/IITT OFO/KET KIPICIHIH TOJBIK €CENTEIMEYIHE bl KEJICTIHIIT
aHBIKTANbl. Byl Keprumikri OM3HecTiH OaceKemiK KaraaiblHa J1a, YITTHIK BaJlloTa OallaHChIHA J1a
Tepic acep etemi. ABTopiiap «IU(PIBIK KbI3METTEp» YFBIMBIH CallbIK KOJCKCIHJIE allIbIll KOPCETY
xoHe yiITThIK perreyai BEPS, Pillar one, Pillar two xanbikapanblK cTaHAApTTapbIMEH YHJIECTipy
KOKETTUIITIH TYKBIpbIMIAnel. HoTmkenepai MEMIIEKETTIK CalblK casicaThlH o3ipJeyne >KoHe
UG PIBIK KBI3METTEP/I1 PETTEHTIH HOPMATUBTIK aKTiIepi XKeTUIIipy/e naiaananyra 0onaibl.

Kint ce3mep: mudpiablKk SKOHOMHKA, XaNbIKAPAJIbIK CaJBIK Cally, MIETENIIK MTHQPPIBIK
KOMITaHUsIIap, MU PIBIK KBI3METTEPIe CANBIK, JJIIEKTPOH/BIK Cay/1a, KOCBHIMIIIA KYH CAJIbIFHI.

IIpaBoBbIe acneKkTbl HAJMOr000JI0keHHSI HHOCTPAHHBIX HU(PPOBBIX KOMIAHMH B
PecnyOsiuke Kazaxcran

Hypceiiit Kapabiram Xaiipoiakbi3bl
MarucTp I0pUINYECKUX HayK 00pa30oBaTeIbHON MPOrpaMMbl
«MexayHapoIHOE MPaABO»
Kazaxckoro HanoHaJIbHOTO YHUBEPCUTETa UMEHH anb-Papadu
e-mail: nurseitova_k.h@mail.ru,

86 Eypasus xanvixapaneix kygeix sicypranet (EAXKIK), 2026, Ne3



hitps://eajil. enu.kz Eurasian Journal of International Law (EAJIL) 2026, #3

ORCID ID: https://orcid.org/0009-0000-7297-8348

Hreican6exoBa JIa33ar berum:xkaHoBHa
noktop PhD, accucrent-npodeccop
Kadenpsl MEXITyHAPOIHOTO TIpaBa
Kazaxckoro HaliMmoHaILHOTO YHHBEPCUTETA UMEHH aiib-Dapadbu
e-mail: lazzat nb9@mail.ru,
ORCID ID: https://orcid.org/0000-0002-1547-6816

YmMmoberoaeBa Kyaabiz baiimyparkbi3bl
noktop PhD, u. 0. nonienra
Kadeaphl rpaXkIaHCKOTO MPaBa, IPAXKIAAHCKOTO MPOIecca U TPYIO0BOTO MpaBa
Kazaxckoro HallMOHANLHOTO YHUBEPCUTETA UMEHH allb-Dapadu
e-mail: umbetbaevazhuldyz@gmail.com,
ORCID ID: https://orcid.org/0000-0003-0291-7405

AHHoOTauusi. B crathe paccMmarpuBalOTCS TPaBOBBIE ACIEKThl  HAJOT000JI0KEHUS
WHOCTpaHHBIX ITU(GPOBBIX KoMmaHuii B Pecrybmuke KazaxcraH B yciaoBHSX pa3BUTHS ITU(POBOI
HSKOHOMHKH. AKTYaJlbHOCTh TE€MBI OOYCIIOBJIEHA POCTOM TPAaHCTPAHUYHBIX HHU(POBBIX YCIYr U
HEO0OXOUMOCTBIO aJ[aNTallid HAlMOHAJIBHOTO HAJOrOBOIO 3aKOHOJATENbCTBA K HOBBIM OH3HEC-
MOJIEIISIM, He TPEOYIOMMM (PU3MYECKOTO MIPUCYTCTBUS KOMIIAHUU B FOCYIapCTBE MOTPEOIICHUS YCIIyT.
Ilenp uccnenoBaHus 3aKIOYaeTCd B KOMIUIEKCHOM aHAaIW3€ JEHUCTBYIOIIETO 3aKOHOJATENbCTBA
PecnyOnukn Kazaxctan B cdepe HamorooOg0kKeHHs HMHOCTPAHHBIX IU(PPOBBIX KOMITAHUMH,
BBISIBJICHHH CYIIECTBYIOIINX MPOOJIEM MPAaBOBOIO PETYJIUPOBAHUS U Pa3pabOTKe MPEASIOKEHUHN 10
€ro COBEpIICHCTBOBAHUIO C YYETOM MEKIYHAapOAHOTO omnbiTa. B pabore HCMOIb30BaHbI
CPaBHUTEIHHO-TIPABOBOM, (OPManIbHO-TOTMUECKUNA, CUCTEMHBIH METOMbI MCCIIEOBAHUSA, a TaKKe
aHaJIN3 MEeXAYHAPOIHONW MPAKTUKA U HOPMAaTHUBHBIX IIPABOBBIX AKTOB.

Hayuynass HOBHM3Ha WUCCIIEZJOBaHHUS COCTOMT B KOMIUIEKCHOW OIICHKE MeXaHHu3Ma
HaJIOroo00keHust udpoBeIx ycayr B Kaszaxcrane ¢ ydyerom moiokeHuid HoBoro Hamorosoro
konekca Pecyonuku Kazaxcran 2025 rona, a Takke MmexayHapoaasix nHunatuB BEPS, Pillar One
u Pillar Two. B pe3ynbraTe uccienoBaHus YCTaHOBJIEHO, YTO CYIIECTBYIOLIHME MEXaHH3MBI
HAJIOrOBOTO  aJMHUHUCTPUPOBAHUS HE OOeCneunBalOT B IMOJHOM Mepe HICHTU(PHUKALHUIO
HEPE3UJICHTOB, MPO3PAYHOCTh HU(PPOBBIX TpaH3aKUUH M 3()(EeKTUBHBI MeXITyHApOIHBII OOMEH
HajoroBoit uHpopmarmeit. [IpoBenenusIil ananus onbitTa EBponetickoro coto3a, ®pannuu, Uaauu n
Kuras mo3Bomu BeIssBUTH Haubosee 3¢ (HeKTUBHBIE HHCTPYMEHTBI PETYIUPOBaHUS UG POBBIX YCIYT.
CraenaH BBIBOJ 0 HEOOXOAMMOCTH 3aKOHOAATEIBHOTO 3aKPETUICHUS MTOHATHUS «IIU(PPOBBIE YCIYyTH»,
COBEpIICHCTBOBAHUS HAJOTOBOIO aJMUHUCTPUPOBAHMS UM TapMOHM3AIMH  HAIlMOHAIBHOTO
3aKOHOJATENIbCTBA C MEXKAYHAPOIHBIMU CTaHAAPTAMU LIUPPOBOTro Hasorooodaoxenus. [lomydenHsie
pe3ynbTathl MOTYT OBITh HCIIOJIB30BAHBI TPU COBEPLICHCTBOBAHMM HAJOTOBOW IOJMTUKH
Pecrry6nuku Kazaxcrasn.

KialoueBble ciaoBa: 1udpoBas OSKOHOMHKA, MEXAYHAapOAHOE  HAJOTOOOIOXKEHHE,
MHOCTpaHHbIE IU(POBHIE KOMITAHNH, HAJIOT Ha U(PPOBBIE YCIIYTH, IEKTPOHHAS TOPTOBJIs, HAJIOT HA
n00aBIICHHYIO CTOUMOCT.

Introduction

The rapid development of the digital economy has fundamentally changed traditional models
of international trade and service delivery. Digital platforms, cloud services, online marketplaces,
streaming services, and other types of electronic services are increasingly operating across national
borders without establishing a physical presence in the countries where their consumers are located.
These changes create serious challenges for national tax systems, especially when it comes to
collecting value-added tax (VAT) from foreign suppliers of digital services.
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As President Kassym-Jomart Tokayev noted at the 6th meeting of the National Public Trust
Council: ‘Digitalization must not slow down under any circumstances; it must encompass all spheres
of life’ [1]. As Sarsembaev and other authors point out, in global rankings that assess countries'
digital competitiveness, Kazakhstan also shows good results, and for more effective measures to
develop the digital economy, it is necessary, in particular, to prioritize policies aimed at improving
digital literacy and expanding broadband infrastructure to support and accelerate economic growth
[2]. This course also requires the tax system to adapt to the new forms of digital business.

The Republic of Kazakhstan is increasingly recognized as a regional leader in digital
development, particularly in such domains as financial technology (fintech), information technology
exports, digitalization of public services, and artificial intelligence [3]. Nevertheless, the rapid
integration of digital technologies into the economy necessitates a corresponding and timely revision
of tax policy. Given the distinctive characteristics of digital services, the tax system must evolve in
response to contemporary demands. This requirement is especially pertinent in the case of foreign
digital enterprises, as it is essential to establish a tax regime that is adaptable, transparent, and
equitable with respect to emerging business models.

International practice demonstrates a variety of approaches to taxing digital services, with
models predominantly adopting the principle of taxation in the jurisdiction of consumption. The
European Union, France, India and China have introduced specific mechanisms to ensure the
transparency of digital transactions and to bring non-resident entities into the tax reporting system.
These models contribute to the development of global standards under the Base Erosion and Profit
Shifting (BEPS) initiatives, as well as to the creation of multilateral instruments such as Pillar One
and Pillar Two.

The primary challenge for Kazakhstan is to ensure the fair taxation of foreign digital
companies while maintaining a competitive environment and the stability of the national tax system.
Despite the application of value-added tax (VAT) rules to electronic services, several issues remain
unresolved, including the identification of non-residents, disclosure of transaction-related
information, coordination with international tax authorities, and the integration of digital technologies
into tax control processes.

In this context, a comprehensive analysis of the legal regulation governing the taxation of
digital services, a comparison of the Kazakhstani model with foreign approaches and an assessment
of its alignment with global trends in the development of the digital economy have become objective
necessities. Such an analysis helps identify priorities for legislative modernization and improve the
effectiveness of national tax policy.

The purpose of this study is to analyze the legal regulation of taxation of foreign digital
companies in the Republic of Kazakhstan, identify existing legal and administrative challenges, and
develop proposals for improving national legislation based on international standards and foreign
experience.

The objectives of the study are:

— to examine the current legal framework governing the taxation of foreign digital companies
in the Republic of Kazakhstan;

— to analyse international approaches to the taxation of digital services, including the
experience of the European Union, France, India and China;

— to identify existing problems in tax administration and the regulation of digital services;

As of today, a comprehensive assessment of Kazakhstan's legal framework regarding VAT on
foreign digital services is both timely and necessary. Such an assessment helps evaluate the
effectiveness of existing regulatory mechanisms, compare national approaches with international
practices, identify remaining legal and administrative gaps, and formulate recommendations for
improving tax regulation amid ongoing digital transformation.

Methods and materials
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In this study, a comparative-legal analysis method was employed. It enabled a comparison of
the national tax legislation of the Republic of Kazakhstan with the approaches to taxing digital
services implemented in France, China, India and the member states of the European Union.

For the historical-legal assessment of the study, the provisions of the Tax Code of the Republic
of Kazakhstan (2017 edition), which regulate the taxation of electronic services provided by foreign
companies, were employed. This approach enabled the identification of the prerequisites and
directions for subsequent reform. Special attention is given to the provisions of the Tax Code of the
Republic of Kazakhstan, adopted on July 18, 2025, which came into force in 2026 and introduced
updated VAT rules for foreign digital service providers. The code does not put these rules in a separate
section; rather, it weaves them into the existing value-added tax system for non-residents doing
business through the internet. So, the guidelines fit within the broader tax practices for digital
transactions.

The study utilized the provisions of existing normative legal acts of foreign states, as well as
documents from international organizations that establish digital taxation standards. The study
employed a comprehensive combination of content analysis and formal-logical research methods.
The study also relied on scientific publications by domestic and foreign scholars, expert
commentaries, analytical materials from international organizations and statistical data from the
Ministry of Finance of the Republic of Kazakhstan. The comprehensive application of these methods
enabled an objective assessment of the current state of taxing digital services, the identification of
existing shortcomings, and the determination of prospective directions for further development. To
improve the language quality and readability of the manuscript when preparing the final version of
the article, Al-based text editing tools were used. These tools were used solely for language
enhancement and were not involved in the development, legal analysis of the article, or in formulating
the conclusions.

Results

The development of a Kazakhstani model for taxing foreign digital companies. Over the last
decade, digital technologies have fundamentally changed the traditional methods of providing goods
and services. Intangible digital products, such as subscription services, online learning, cloud
computing, have become objects of economic turnover. In this context, the issue of fair taxation for
foreign digital companies that generate income within Kazakhstan without a physical presence is of
particular importance. The activities of transnational internet corporations such as Google, Apple,
Amazon, Meta and Netflix are poorly subject to the classic mechanisms of tax regulation and
objectively necessitate a rethinking of traditional fiscal approaches.

Global digitalization has changed the structure of international services trade. In other words,
forms of economic activity have emerged that do not fit the taxation model based on the permanent
establishment criterion. Foreign online platforms, marketplaces, cloud services and streaming
services can provide remote services to Kazakhstani consumers without establishing a legal or
physical presence in Kazakhstan. This requires adapting national tax legislation and developing new
mechanisms for tax administration aimed at the digital economy.

From a national legislative standpoint, the obligation to pay tax may arise not only for
residents but also for non-residents receiving income from sources in the Republic of Kazakhstan.
This principle is enshrined in the tax legislation and remains significant even in the context of
digitalization. At the same time, the traditional rules based on a company's physical presence are
insufficient to effectively regulate digital business models. This refers to major digital platforms such
as Google, Apple, Huawei, Netflix, and Aliexpress. Payments for their services are made in foreign
currency, and the funds effectively bypass domestic tax mechanisms and are transferred outside the
national economy. This situation leads to lower tax revenues and negatively affects the balance of
payments and competitiveness of local businesses. Since 1 January 2022, Kazakhstan has applied
special VAT rules to foreign companies engaged in electronic trade in goods and in the provision of
electronic services to individuals.
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These rules were introduced by Law of the Republic of Kazakhstan No. 382-VI of 10
December 2020, which supplemented the Tax Code of the Republic of Kazakhstan of 25 December
2017 No. 120-VI with Chapter 90; the new provisions entered into force on 1 January 2022 [4, 5].
Thus, 2017 is the year of adoption of the Tax Code itself, whereas the rules on foreign electronic
services became part of it only from 2022. These provisions impose on foreign electronic service
providers the obligation to register on a conditional basis and to pay value-added tax at a rate of 12%.
The rules take into account the specifics of digital commerce and are aimed at preventing tax evasion:
the basic concepts (Article 777), the procedure for registering foreign companies (Article 778),
general provisions (Article 779), and the mechanism for calculating and paying value-added tax
(Article 780) were defined normatively [4]. These provisions laid the foundation for establishing a
national model for taxing digital services and led to significant fiscal results. According to the
Ministry of Finance of the Republic of Kazakhstan, approximately 75 billion tenge was collected into
the budget in the three years following the implementation of the “Google tax”, of which 35 billion
tenge was accounted for in the last year alone [6]. According to the State Revenue Committee of the
Ministry of Finance, by the end of 2024 98 foreign companies had been registered under this
mechanism, including Alibaba, AliExpress, Apple, Google, Huawei, Netflix, Pinduoduo and Temu
[7], which testifies to the further expansion of the existing mechanism. All of this demonstrates the
need for the continuous improvement of tax policy in the context of economic digitalization.

The new Tax Code of the Republic of Kazakhstan, dated 18 July 2025, marked a systematic
phase in the reform of tax policy. It provides for raising the standard rate of value-added tax to 16%
and further developing the mechanism for drawing non-residents operating through digital channels
and online platforms into the indirect tax system. At the same time, the new Code does not provide a
standalone statutory definition of the concept of “digital services”; the relevant provisions are
incorporated into the value added tax section of the Code. Conditional registration of a foreign
company as a taxpayer is governed by Article 102 (Chapter 7 “Tax registration”), while the specifics
of taxation are set out in Chapter 95, which regulates the taxation of foreign companies engaged in
electronic trade in goods and in the provision of services in electronic form to individuals. Chapter
95 consists of Article 826 (general provisions: a foreign company registered under Article 102 is
recognised as a VAT payer; the place of supply is determined by criteria such as the buyer’s place of
residence in Kazakhstan, the location of the bank through which payment is made, the network
address used for the purchase and the international code of the telephone number), Article 827 (the
procedure for calculating and paying VAT at the standard rate established by paragraph 1 of Article
503, i.e. 16%, no later than the 25th day of the second month following the quarter) and Article 828
(transitional provisions) [8]. Unlike the former Chapter 90, which opened with Article 777 on basic
concepts, Chapter 95 contains no separate article with definitions. This approach lays the groundwork
for taxing the digital economy, but it may also create legal uncertainty when distinguishing between
individual types of services.

Analysis of international regulatory practice. To prepare concrete legislative proposals, it is
important to study international practices in digital taxation. Today, rules obliging foreign suppliers
of digital services to register for and collect VAT/GST in the country of consumption (often referred
to as the “Google tax”) are applied in more than 110 jurisdictions [9], and the underlying OECD
International VAT/GST Guidelines reflect a consensus of more than 100 jurisdictions [10]; separate
turnover-based digital services taxes have been introduced by a much narrower group of states.

France was one of the first countries to develop and implement its own model for taxing digital
companies. In accordance with Article 299 of the French Tax Code, a tax on digital services (GAFA
Tax) was introduced, which applies to two main types of revenue: revenues from digital platforms
(marketplaces, social networks) that enable users to interact, and revenues from targeted online
advertising based on the processing of user data [11]. The tax is only paid by large companies with
an annual global turnover exceeding €750 million, of which at least €25 million is attributable to
France; the rate is set at 3% of the tax base as defined in the law [11, 12]. This model places a special
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emphasis on taxing the most successful players in the digital market that operate without a physical
presence.

India's approach is also noteworthy: digital services are regulated under the Goods and
Services Tax (GST). Indian legislation distinguishes a separate category of services known as OIDAR
(Online Information and Database Access or Retrieval Services). This includes -electronic
advertisements, cloud services, access to digital libraries, software, online games and other digital
formats [12]. The main characteristic of these services is that they are provided automatically with
minimal human involvement. The tax liability arises regardless of the foreign company's physical
presence, provided the services are supplied to Indian consumers. Indian case law, in turn, illustrates
the limits of traditional income tax concepts when applied to digital business. In the dispute Google
India Private Limited v. Deputy Director of Income Tax, the Income Tax Appellate Tribunal
(Bangalore), in its order of 23 October 2017, held that the distribution fees paid by Google India to
Google Ireland under the AdWords programme constituted “royalty” subject to withholding tax in
India [13]. However, in its order of 19 October 2022 the Tribunal reached the opposite conclusion,
finding that these payments were neither royalty nor fees for technical services, and this approach
was followed in 2024 [14]. The instability of such income tax characterisation explains why India
relied on the indirect taxation of digital services (the OIDAR rules under the GST), which link the
tax obligation to the place of consumption rather than to the characterisation of the foreign supplier’s
income.

In China, digital services are subject to value-added tax through the “Golden Tax System” —
the system is in its fourth stage of development [15]. The system replaces paper invoices with
electronic ones, enabling tax authorities to better monitor companies' obligations and exchange data
with banks. Electronic invoices with unique numbers are issued, delivered and verified; usage limits
are set according to credit rating and the nature of the company's activities. This approach enhances
the transparency of tax administration. Thus, China is establishing a model that closely links digital
taxation with the monitoring of financial flows and cross-border transactions.

The European Union has also introduced important mechanisms for digital taxation. Since
2015, the EU has applied rules requiring companies to charge value-added tax according to the
consumer's location, not the seller's [16]. This means that, Digital providers without a physical
presence in the EU member states are also obliged to comply with the VAT rules of the relevant
member state if they sell digital products to citizens of those countries. According to Council
Directive 2006/112/EC and its implementing rules, electronically supplied services include software
downloads, mobile applications, streaming services, e-books, online courses and webinars; the sale
of physical goods via the internet or the provision of services in person is not covered by these
regulations [17]. The Court of Justice of the European Union, in its judgment of 19 December 2019
in Case C-390/18 Airbnb Ireland UC, held that an intermediation service provided through an
electronic platform connecting hosts with guests constitutes an “information society service” within
the meaning of Directive 2000/31/EC on electronic commerce, and that France could not enforce
against Airbnb Ireland the requirements of its legislation on real estate professions (the so-called
Hoguet Law), since it had not notified those measures as required by that Directive [18]. It should be
emphasised that this is not a tax case: the dispute concerned the legal qualification of the platform’s
service under the E-Commerce Directive. Nevertheless, it is relevant to the present study, because
the qualification of a digital intermediary’s activity as an information society service is a preliminary
legal question that also shapes the classification of platform services for regulatory and, potentially,
tax purposes.

In this regard, international practice clearly demonstrates the intention of states to adapt tax
regulation to the new conditions of the digital economy. The general trend is a shift from the principle
of physical presence to taxing digital services based on the actual place of consumption, which
ensures a fairer distribution of the tax burden and protects the interests of the state in the context of
cross-border e-commerce.
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Current state of legislative regulation in Kazakhstan. As of 1 January 2022, special rules for
the taxation of foreign companies providing electronic services to individuals have been introduced
in the Republic of Kazakhstan. These companies were required to register for value-added tax under
a simplified procedure and to pay it at a rate of 12%. The rules are set out in Chapter 90 of the Tax
Code of the Republic of Kazakhstan (2017 edition): key concepts (Article 777), registration procedure
(Article 778), general rules (Article 779) and the mechanism for calculating and paying value-added
tax (Article 780) were defined [4, 5]. These provisions took into account the specifics of digital trade
and were aimed at combating tax evasion.

The adoption of the new Tax Code of the Republic of Kazakhstan on 18 July 2025 marked a
shift towards the systematic regulation of tax relations in the context of economic digitalization. The
updated rules on value added tax, established in Chapter 95 (Articles 826—828) and Article 102 of the
Tax Code of the Republic of Kazakhstan [8], are aimed at expanding the state's tax jurisdiction over
cross-border operations carried out through online platforms. Although the Code does not contain a
legal definition of the term “digital services”, the introduced mechanisms allow for a significant part
of the activities of foreign online platforms to be subject to tax regulation.

In addition, the legislation now provides for restricting access to the internet resources of
foreign companies that fail to register as VAT payers: on the basis of a decision of the tax authority,
the authorised body in the field of mass media issues an order to restrict access under Article 41-1 of
the Law “On Communications” [19].In accordance with the introduced regulations, foreign legal
entities operating through online platforms and interacting with consumers in Kazakhstan are obliged
to submit a confirmation letter to the tax authority within one month from the date of the first payment
received from a Kazakhstani buyer, after which they are included in the register of foreign companies
(Article 102) [8]. This registration does not require the opening of a representative office or a
permanent establishment in Kazakhstan, which is in line with the international trend of moving from
the principle of territorial taxation to the principle of taxation at the place of consumption.

Despite all the advantages of the new Code, significant issues remain. Firstly, the lack of a
clear definition of the concept of “digital services” in the legislation creates legal uncertainty for
foreign providers when determining their tax obligations and their scope. Furthermore, the existing
tax administration mechanisms complicate the identification of non-residents, the specifics of cross-
border payment operations, the limited level of cross-border tax information exchange, as well as the
lack of uniform standards for disclosing data on digital transactions. As a result, although the new
Code lays the regulatory foundation for regulating cross-border digital transactions, the existing
provisions require further clarification.

Applicability of the Pillar One and Pillar Two initiatives to Kazakhstan. Kazakhstan is a
member of the OECD/G20 Inclusive Framework on BEPS and has joined the Two-Pillar Solution to
address the tax challenges arising from the digitalisation of the economy [20, 21]. However, the
practical significance of the two pillars for Kazakhstan differs considerably, and they cannot be
regarded as a direct continuation of the national model: both pillars concern corporate income tax,
whereas the Kazakhstani “Google tax” is an indirect tax on consumption.

Pillar One (Amount A) is intended to reallocate to market jurisdictions a share of the profits
of the largest and most profitable multinational groups regardless of their physical presence. It applies
to groups with global turnover above €20 billion and profitability above 10%; 25% of residual profit,
defined as profit in excess of 10% of revenue, is to be allocated to market jurisdictions using a
revenue-based allocation key. A special nexus rule allows a market jurisdiction to receive an
allocation if the in-scope group derives at least €1 million in revenue from it, while for jurisdictions
with GDP below €40 billion this threshold is lowered to €250,000 [20]. Since Kazakhstan’s GDP
considerably exceeds €40 billion, the general threshold of €1 million would apply to it. In practice,
this means that Kazakhstan could qualify as a market jurisdiction for the largest digital groups already
registered under the national VAT regime (Google, Apple, Alibaba Group and others), provided that
their revenues from Kazakhstani users can be reliably sourced. It is here that the data accumulated
through the conditional registration mechanism — the buyer’s place of residence, the location of the
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bank, the network address and the telephone code — could become the evidentiary basis for revenue
sourcing. At the same time, the implementation of Amount A presupposes that participating states
withdraw digital services taxes and relevant similar measures and refrain from introducing new ones;
the interaction of these commitments with national measures is especially sensitive for Asian market
jurisdictions [22]. Because the Kazakhstani regime is a VAT on consumption rather than a turnover-
based digital services tax, it is not affected by this commitment; however, a potential introduction of
a separate digital services tax in Kazakhstan would be incompatible with Pillar One. The prospects
of Amount A entering into force also remain uncertain, particularly after the United States declared
in January 2025 that the OECD Global Tax Deal has no force or effect in the United States [23].

Pillar Two (the GloBE rules) establishes a global minimum effective tax rate of 15% for
multinational groups with annual consolidated revenue of at least €750 million, implemented through
the Income Inclusion Rule, the Undertaxed Profits Rule and qualified domestic minimum top-up taxes
[20, 21]. For Kazakhstan, Pillar Two is relevant not as an instrument for taxing foreign digital
companies, whose profits are generally taxed in their states of residence, but as a factor affecting
Kazakhstani constituent entities of foreign multinational groups: if their effective tax rate falls below
15% (for example, because of investment preferences or special economic zone regimes), the top-up
tax may be collected by other jurisdictions [21]. According to the State Revenue Committee, as of
October 2024 the Pillar Two rules were still under review in Kazakhstan [24], and the text of the new
Tax Code of 2025 does not contain GloBE rules. Therefore, the priority for Kazakhstan is to assess
the feasibility of a qualified domestic minimum top-up tax, which would allow the top-up tax on low-
taxed Kazakhstani profits to be collected in Kazakhstan rather than abroad.

Discussion

The comparative analysis demonstrates that Kazakhstan has largely adopted the international
trend of taxing digital services according to the place of consumption rather than the place of
establishment of the service provider. Nevertheless, the existing regulatory framework remains
primarily focused on VAT collection and has not yet developed a comprehensive mechanism capable
of ensuring full transparency of cross-border digital transactions. In this regard, Kazakhstan's
experience reflects many of the challenges encountered by other jurisdictions during the early stages
of digital tax regulation.

The research conducted has made it possible to identify systemic shortcomings in the legal
regulation and administration of taxation for foreign companies in the digital sphere. During the
analysis, the following key issues were identified:

— the actual scope of digital services provided by non-residents and the difficulty for tax
authorities to exercise full oversight of their monetization;

— the practical difficulty of identifying non-residents providing electronic services in the
absence of a physical presence in Kazakhstan;

— the insufficient level of interaction between the tax authorities and the payment systems and
banks serving the relevant transactions;

— the absence of a mechanism for automated information exchange with foreign tax
authorities, which significantly limits the monitoring of tax compliance.

A comparison with foreign legislation shows that such difficulties are not unique to
Kazakhstan. For example, in Russia, since 2017 foreign companies providing services in electronic
form have been subject to VAT under Article 174.2 of the Tax Code of the Russian Federation, and
since 2019 these rules have also covered supplies to business customers; registration of such foreign
companies with the tax authorities is mandatory under paragraph 4.6 of Article 83 of the Tax Code
of the Russian Federation [25, 26]. The Russian experience is instructive for Kazakhstan in two
respects. First, Article 174.2 of the Russian Tax Code contains a detailed list of services recognised
as services in electronic form, whereas the Kazakhstani Code, as shown above, lacks such a catalogue.
Second, the Russian model makes the foreign intermediary platform that participates in settlements
with the buyer liable for VAT, which reduces the number of taxpayers the tax authority has to
administer. In Kazakhstan, where about one hundred foreign platforms have already been registered,
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clarifying the status of intermediary platforms would reduce the risk of double or omitted taxation in
multi-level marketplace schemes.

According to Weiqun Xie and Xin Lin, 'in the context of the rapid development of the global
digital economy, tax administration should focus on cross-border transactions. Facing unprecedented
challenges due to the transfer of intangible assets and the growing importance of data as a factor of
production. To address these challenges, institutional innovations are needed along three
interconnected dimensions: standardization, cross-jurisdictional coordination and data compatibility"
[27]. The authors propose establishing a multi-level law enforcement mechanism covering regional
and global levels: conducting joint investigations, exchanging information on a risk-assessed basis,
mutual recognition of compliance, and effective dispute resolution; only in this way can the
effectiveness and transparency of transnational oversight be enhanced.

In our view, these three dimensions can be translated directly into the Kazakhstani agenda.
Standardisation means, first of all, a statutory definition and an exhaustive list of services in electronic
form. Cross-jurisdictional coordination implies for Kazakhstan not so much new multilateral
instruments as the effective use of existing ones: the register of conditionally registered foreign
companies, information exchange within the Eurasian Economic Union and under international tax
agreements. Data compatibility requires linking the register of foreign companies with information
from second-tier banks and payment organisations on payments made by individuals in favour of
foreign online platforms; without such a link, the tax authority cannot verify whether the amounts
declared by foreign companies correspond to the actual volume of payments made by Kazakhstani
consumers.

On the one hand, an excessive tax burden could hinder the development of local digital
innovations, particularly in relation to intermediary platforms that distribute content. On the other
hand, the European Directive 2006/112/EC is aimed at harmonizing tax rules and ensuring a fair
method of taxation for digital services, including those provided by non-residents [17, 28].

Applied to Kazakhstan, this dilemma is not purely theoretical. The increase in the standard
VAT rate from 12% to 16% under the new Tax Code automatically applies to foreign electronic
services, which raises the final price for consumers and, consequently, the incentives for non-
compliance by smaller foreign providers for whom the Kazakhstani market is not significant enough
to justify registration. At the same time, an equal rate for residents and non-residents is a precondition
for tax neutrality: before the introduction of the “Google tax”, domestic digital companies were placed
at a disadvantage compared with foreign platforms that did not charge VAT. Therefore, the key task
for Kazakhstan is not to reduce the tax burden but to reduce compliance costs for foreign suppliers —
through simplified electronic registration and declaration procedures, clear guidance in English and
a predictable list of taxable services — following the logic of the EU One-Stop-Shop.

Some experts advocate the introduction of a universal digital tax that could operate within the
framework of international agreements. As Alexandrov notes, digital transformation requires not only
updating the tax base but also re-examining the principles of interaction between tax authorities and
taxpayers in the areas of personal data protection and simplification of procedures [29].

At the same time, we consider the introduction of a separate digital services tax in Kazakhstan
premature. First, such a tax would conflict with the commitments that Kazakhstan may assume under
Pillar One. Second, the French experience shows that such taxes are designed for large markets with
significant advertising and platform revenues, whereas in Kazakhstan the additional fiscal effect
would be limited compared with the already functioning VAT mechanism, which has yielded about
75 billion tenge [6]. Third, a digital services tax creates risks of double taxation and of trade disputes
with the states of residence of digital groups. Therefore, the Kazakhstani model should be developed
by improving the VAT mechanism and its administration rather than by introducing a new turnover
tax.

According to Sultanova and co-authors, "traditional methods of regulation in the digital
economy, especially in the field of taxation, lose their effectiveness, this creates the need to develop
new tax regulations that take into account the specifics of the technologies being used" [30]. The
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analysis carried out in this study confirms this conclusion with respect to Kazakhstan: the most
effective foreign models link the tax obligation to the actual place of consumption of the service, use
automated systems for recording transactions and ensure advanced interaction between tax authorities
and the financial and payment sector. Kazakhstan has already implemented the first of these elements,
while the second and third remain the main reserves for improving the national model.

Conclusion

Based on the research conducted, the following key findings were identified:

— systemic gaps in the legal regulation and administration of the taxation of foreign digital
companies were identified;

— the need for a comprehensive modernization of tax administration and the further
strengthening of international cooperation was confirmed, with a particular focus on developing
agreements with foreign states for the exchange of information on digital services within the
framework of the BEPS, Pillar One and Pillar Two initiatives;

—risks of lost budget revenues were identified due to the insufficient coverage of the existing
mechanism for taxing digital services.

The study conducted confirms that the issue of taxing foreign digital companies remains one
of the key challenges in the Republic of Kazakhstan's tax policy system. Despite the significant
progress achieved through the introduction of the conditional registration mechanism and a digital
value-added tax, the issues of the effectiveness of tax control, international coordination, and the
further harmonization of national legislation with international standards remain as pressing as ever.

The effective implementation of digital taxation is not limited to legislative reform but also
requires the introduction of modern technological tools for tax administration. The research findings
provide the basis for formulating the following practical recommendations:

— to establish the concept of “digital services” with an independent normative definition and
an exhaustive list of services in electronic form in the Tax Code of the Republic of Kazakhstan,
aligning it with the approaches in EU directives and India's OIDAR system;

— developing effective mechanisms for identifying foreign online providers: legislating for
information exchange with banks, strengthening cooperation with payment systems;

— Concluding bilateral and multilateral agreements to automate international tax information
exchange under the OECD's CRS standard and BEPS initiatives;

— developing an electronic invoicing system, modelled on China's “Golden Tax System”, to
ensure the transparency of cross-border digital transactions;

— assessing the feasibility of a qualified domestic minimum top-up tax under Pillar Two and
preparing the revenue-sourcing data needed for Kazakhstan’s participation as a market jurisdiction
under Pillar One, while refraining from introducing a separate digital services tax.

The systematic implementation of these measures will pave the way for the improvement of
the digital taxation model in Kazakhstan, an increase in budget revenues, the levelling of the
competitive position for local businesses, and the country's active participation in international tax
cooperation.

Overall, Kazakhstan has created a functional legal framework for taxing VAT on foreign
digital services and has made significant progress by introducing conditional registration mechanisms
for non-resident suppliers. Nevertheless, the country's economy, in the context of growing
digitalization, requires further improvement of tax legislation and its administration to ensure stable
government revenue and create more balanced conditions for competition.
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