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ROLE AND IMPORTANCE OF TAX COMPLIANCE FOR THE
ACTIVITIES OF BUSINESS ENTITIES

The effectiveness of management of business entities and possibility of their
development depends on the correctly chosen taxation system, as well as understanding
by the management of the enterprise of the technology of assessment and payment of
taxes in accordance with the Tax Code of Ukraine (hereinafter referred to as the TCU),
the possibility of forecasting and regulation of the tax burden. Such knowledge for
modern tax management specialists is the basis for building a team of specialists who
will work and act within the framework of the same enterprise strategy to ensure its
harmonious implementation while maintaining a high level of business efficiency. Tax
management must be considered from two sides. Firstly, at the macro-level it contributes
to the development of the country’s economy and individual business entities, and
secondly, at the micro-level, effective organization of tax management aims to
counteract aggressive tax planning, tax evasion and erosion of the tax base. According
to the reports of the State Tax Services of Ukraine on the results of control and inspection
work for the period of only January-November 2021, taxpayers were overcharged by
acts of scheduled and unscheduled inspections in the amount UAH 5,588,7296,000. The
specified indicator indicates significant gaps in the tax management of business entities,
inconsistency in the positions and decisions of accountants and managers. The need for
further in-depth scientific research and strengthening of the personnel potential of
specialists in the field of tax management is obvious.

At this stage of development, the field of taxes and fees regulated by the TCU is
rather high-risky. This is due to the presence of certain tax risks, such as offshore,
benefits, corruption, underpayment, shadow economy, constant changes in taxation of
enterprise activity, fictitious enterprises, evasion of the obligation to pay taxes. The
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specified risks threaten the tax security of Ukraine, as they are factors that reduce the
filling of the state budget. That is why in the field of taxation it is necessary to comply
with the requirements of the legislation that regulates relations in the field of tax
collection. Failure to comply with this requirement can cause irreversible consequences
for both the state itself and taxpayers. Prevention of these negative consequences is the
task of an effective tax compliance system as an element of Ukraine’s tax security.

Tax compliance is a set of motives and incentives of taxpayers that encourage them
to comply with the requirements of tax legislation, as well as legislation on the payment
of a single contribution to the mandatory state social insurance and to pay taxes, fees,
and payments.

The goal of tax compliance is to predict and prevent problems during tax audits,
find opportunities to reduce tax risks significantly, help taxpayers to avoid the most
common tax law mistakes in the future, and encourage businesses to pay taxes
voluntarily. This is the way to qualitative changes in approaches to tax administration
and perception of tax authorities by taxpayers, which will allow to bring relations with
taxpayers to a new level based on trust and partnership.

Modern business entities, regardless the field of activity, industry affiliation or size
of business, are constantly trying to optimize their tax burden. Currently, Ukraine has
not yet formed a clear understanding of the impact of aggressive tax planning on the
country’s budget. Current international conventions on avoidance of double taxation are
misused not only by multinational corporations, but also by “domestic investors” - often
for the purpose of legalizing income obtained through criminal means. As a result of
gaps and inconsistencies in national and international tax legislation, business entities
can practice base erosion and profit shifting (abbreviated - BEPS), that is, take free
monetary assets “offshore”. In contrast to this, one can observe operation of the rules of
international taxation, which require constant improvement and modern approaches to
combating the erosion of the tax base and the removal of profits from taxation. The
implementation of the BEPS action plan in Ukraine, in accordance with the norms of
international regulations, namely the OECD Transfer Pricing Documentation and
Country-by-Country Reporting ACTION 13: 2015 Final Report, aims to introduce
uniform requirements for the transparency of doing business according to international
standards, increase efficiency of tax regulation, as well as ensuring financial stability.

Since one of the main elements of the tax compliance system is the identification
and assessment of tax risks, enterprises, especially those operating in the area of transfer
pricing, where almost all risks are very high, should implement an effective tax
compliance system in order to minimize them, anticipate and prevent problems during
tax audits, help taxpayers avoid the most common tax law mistakes in the future and
encourage businesses to voluntarily pay taxes.

As a result of introduction of tax compliance, the following processes will take
place at enterprises:

— risk management to prevent aggressive tax planning and tax evasion and erosion of
the tax base;

— ensuring control over compliance with legislation, actions in certain situations
related to the prevention and counteraction of corruption, effective management of
the compliance management system;
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— developing the skills of a culture of a negative attitude towards corruption
manifestations and, accordingly, overcoming passivity in responding to discovered
facts, which will increase the effectiveness of law enforcement agencies in detecting
corruption offenses and bringing the perpetrators to justice.

As a result, the perspective of further scientific research in this area will be placed
in the plane of further harmonization of the requirements of current legislation in
Ukraine with the realities of the development of the EU legislation, as well as more
substantiated consideration of the issue of further development of recommendations on
the introduction of tax compliance into the practical activities of enterprises.
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OPI'AHI3ALIAHI ACIIEKTH PO3KPUTTS IHOGOPMAILIL ITPO
BEHE®IIIAPHY BJIACHICTH IOPUINYHUX OCIb

Po3kputtd iHpopMalii npo 6eHediiapHy BIACHICTb € OCHOBHUM IHCTPYMEHTOM
y 60poTHO01 3 HE3AaKOHHUMM J1SIMHU, SIK1 TIOB’SI3aH1 3 BIIMUBAHHSAM KOIITIB, YXUJICHHSM
BIJl CIUIaTW MOJATKIB, TOPriBieI0 30poeto, kopynuiero. [Ipo3opicTte OenedimiapHoi
BJIACHOCTI € OJHHMM 13 3aco0iB 3a0e3MeueHHs] MPO30pOCTi BelEeHHA Oi3Hecy Ta
€KOHOMIYHHMX BITHOCHH. Po3kpuBarouu iHGOpMAII0 MPO CTPYKTYpPY BIACHOCTI Ta
OeHedillapHOTO BJIaCHUKA, KOMIIaHIi YHUKAlOTh penyTamiiHux W (iHAHCOBHX
pu3MKiB. BaxiuBicTh pO3KpUTTSA iH(OpMalii Tpo KiHIEBOro OeHediiapHOro
BnacHuka (KBB) BimoOpakena y ©6araTb0X MIDKHAPOAHMX Ta HaIllOHATBHUX
3aKOHOJIAaBUMX akTaX. 3okpema, Bumoru Jupexktu €C 2015/849 ta 2018/843 no
npo3opocTi iHdopmarlii mpo 6eHediiapHOro BIacHUKa, OyJii BpaxoBaHi Mpu po3po0iii
HOBOI penakuii 3akoHy VYkpaiinu «lIpo 3amoOiranHsi Ta NPOTUAIIO Jeraii3amii
(BIAMUBAHHIO) TOXOiB, OJICPKAHUX 3JIOYMHHUM IUIIXOM, (DiHAHCYBAHHIO TEPOPUIMY
Ta (iHAHCYBAaHHIO PO3IMOBCIOPKEHHA 30poi MacoBoro 3HumeHHs» Bix 06.12.2019 p.
Ne 361-1X (mam 3akon) [1].
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