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Annotation. The article depicts peculiarities of taxation of farming households in
the light of adoption of the Tax Code in Ukraine. The author discloses the key problems
of determination and accounting of income from realization of agricultural products,
as to taxation of which privileges are provided for.

The main source of income for rural population is income from selling agricultural
products which was grown at personal gardens and farms. Absence of a clear technique
for administration of such income with the fiscal agencies and unwillingness of the
tax payers themselves for the income to be authentically accounted for the purpose of
taxation, all this results in a possibility of avoiding taxation of income which exceeds
the law-set limits as to amount of income, received from selling animal products, and
area of lands in which it is possible to receive income obtained from realization of
plant products.

An imperfect mechanism for administration and accounting of income with
the fiscal agencies makes it possible for farming households to avoid taxation.
Unavailability of a legal instrument for assessment and distribution of income, for the
purpose of taxation, among household members infringes the principle of equality and
social fairness as described in the Tax Code.

Effectiveness of reforming the tax system with regard to taxation of income of
farming households depends, to a great extent, on quality and validity of administering
an object of taxation.
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Problem definition. Reform of the taxation system in Ukraine
has covered basic taxes and dues and fees which form profits of local
budgets, which has caused changes in the structure of their receipts. The
main budget-forming national tax recovered into the local budget is the
personal income tax. Along with it, the budget of local governments is
formed by both local taxes and dues and fees, a list of which has been
sufficiently reduced because of the Tax Code having been enacted.

However, the tax reform has not intensified independence of the
local budgets of rural areas, but, on the contrary, destabilized their
being pumped up. That is why by the changes, entered in the Tax Code
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of Ukraine in part of farming taxation, an attempt has been made to
regularize and raise receipts of village councils, but the techniques of
how to realize the mechanism in practice have not been worked out.

Uncertainty of the mechanism for taxation of farming profits
provides for further studying issues of their being formed and accounted
to objectively collect the personal income tax.

Analysis of the latest studies and publications. A significant
contribution to development of the modern theory of income taxation
has been made by such famous domestic scientists as O.Vasylyk [1],
O. Desiatniuk [3], Yu. Ivanov [3], A. Krysovatyi [3], A. Sokolovska
[9], V. Fedosov [12], S. Yurii [13]. Studies of farming taxation are
highlighted in the titles of M. Demianenko [6], D. Dema [2], V. Zhuk
[6], M. Kotsupatryi [6], L. Lavrynenko [6], P. Sabluk [6], V. Synchak
[10], L. Tulush [11], and other scientists.

At the same time, there are no comprehensive studies of problems
on defining and forming farming profits, including profits from keeping
personal part-time farming and attracting such farming to the taxation
process in the light of passing the latest changes in the Tax Code. Problem
in taxation of farming profits is that, as per regulations, taxation applies
to income of every individual, but not of subjects altogether.

Definition of the study aim. The aim of this study is objectively
finding a solution to scientific grounds for the mechanism for taxation
of farming profits, which will make it possible to increase not only
income of the local governments, but social aspects of development of
rural areas.

Exposition of the base material for study. In the developed
countries, special experts — the financial consultants — are engaged
in running finance of farms. Their main assignments are to seek for
reserves to cut family expenses and to rationalize them, optimize
taxation, run family savings etc. [4, p. 240].

Studying the issue of farming taxation, the terms ‘farm (farming
household)’ and ‘family’ are considered by us to be identical categories,
because they go as economic units comprising one or more persons who
provide the economy with resources and utilize the money received
for the resources to purchase goods and services which satisfy material
needs of a person [5, p. 771].



Bunyck 23 183

Specificity of the industry involves inclusion of a farm income in
total farming profits, provided that the area of a plot of land exceeds
0.06 hectares, as well as inclusion of plots of land given for vegetable
growing, mowing, and grazing; income from property, presented in the
form of rent for land and property shares.

Size of most of personal income is indicated in bookkeeping
documents and showcased in tax accounts, and afterwards it is collected
and processed by tax authorities. However, accounting of farming
households’ income from running a farm does not exist, since it has not
been provided for by the Law. So, prior to adoption of the Tax Code, by
Subclause 4.3.36 of the Law of Ukraine “Upon Personal Income Tax,”
the income ‘from transfer, directly by an owner, of agricultural products
grown by an owner on plots of land given to them for the purpose of
running a personal farm’ was not included in a monthly taxed profit,
and therefore the income was not subject to taxation [7]. That norm
was transformed in the Tax Code and valid till October, 2012, when
it was fundamentally supplemented with entered changes according to
the Law of Ukraine “Upon Introduction of Changes in the Tax Code
of Ukraine with regard to Regulation of Specific Issues of Taxation”,
No.5412-VI dd. 02.10.2012.

A special feature of the innovations was distinguishing and formation
of farming profits which were exempted from taxation, and of profits
which were to be taxed on the usual terms. This way, profits are exempted
from taxation, if received due to running a personal farm on plots of land
allocated for:

Gardening and/or construction and servicing of a residential building,
and/or an individual summer cottage construction (at the same time, an
owner of agricultural products has rented-out land shares);

A personal farm, at the same time a total area of a plot of land and a
land share does not exceed 2 hectares [8].

In the event when the area of the plots of land exceeds 2 hectares,
proceeds from sale of agricultural products are subject to taxation in
accordance with general practices.

Consequently, for the taxation purposes, the owner of the agricultural
products should send in to a tax agent a certificate on owning plots of
land, which is issued by a village, town or city council to the address of
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such a person the owner. Based on this certificate, a tax agent defines an
income category and possibilities of it being taxed. It is understood that
attraction of such a payer to the taxation process be possible just in case
when the agricultural products are sold to a legal entity or a natural person
the sole proprietor, who must do accounts under special categories in the
tax accounts. If such products are distributed at a market place to a final
buyer, which are inhabitants, the owner of the agricultural products may
avoid payment of a personal income tax, since the Law does not provide
for any mechanism to assess and detect such income.

That is why an issue of assessment of cash and material earnings of
such persons, including for the purpose of taxation, remains actual.

Agricultural animal products being sold, earnings from sale of such
products are not subject to taxation if the total annual earnings do not
exceed 100 minimum salaries. The Tax Code norms do not clearly define
the person who is to do accounts of such earnings, but such a person can be
an owner of agricultural products himself/herself, a tax agent, in whose role
may act both a controlling agency, and sole entrepreneurs. From the body
of Subclause 165.1.24 of the Tax Code, an owner of agricultural products
must submit to a controlling agency a certificate of independently raising
animal products, which is issued by a village, town or city council to the
address of such a person the owner, and, the set limit being exceeded, the tax
is recovered according to the standard procedure [8]. So, assessing position
of all subjects of taxation, it should be assumed that a buyer of agricultural
animal products from a farm cannot be a tax agent, since they cannot
objectively and authentically assess earnings of an owner of agricultural
products. Final taxation outcome may be carried out exclusively on the
basis of a fiscal year, when an owner of agricultural products submits an
income declaration to the fiscal service bodies.

An optimal situation for an owner of agricultural products will be
the situation when the products are transferred to a single buyer (for
instance, milk is sold to a single processing enterprise), in which case it
is simpler to do income accounting and divide the income between the
farming household members. If during a year plant and animal products
are concurrently realized by species, not every household is able, in
virtue of its capacities and possibilities, to do accounts of the received
earnings.
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That is why we believe that contradictions relating to objectivity of
taxation will rise right during the final taxation of earnings at year-end, so
far as the earnings may be received by all the farming household members,
but declared, for example, by only one of them. The applicable Tax Code
does not provide for distribution of earnings between all members of farms.
In our opinion, if the agricultural products were raised by several family
members, so, accordingly, the earnings should be proportionally divided
between them. In the event when information about income is submitted
regarding just one member of a household, that will infringe principles of
equality and justice as specified in the Tax Code.

It is required to take into consideration that the basic source of income
for rural population is the same income from sales of agricultural products
grown at personal gardens and farms, total value of which, over a year, may
exceed the established limit. Unfortunately, absence of a clear mechanism
to administer such income at the fiscal service bodies and unwillingness to
register the income by the payers themselves may result in denying using
this subclause, as it was observed during introduction and realization, in
practice, of the real property tax different than a plot of land tax for natural
persons.

International experience provides for a possibility to consider a
farming household as a separate subject of taxation. Procedures for taxation
of such a subject provide for an option for it to select a tax regime, taking
into account possible circumstances and application of different tax rates
depending on areas of activities and a household structure. In our opinion,
such an approach ensures objectivity and social fairness with regard to
taxation of personal income.

Conclusion. So, efficiency of reforming the tax system in part of
personal income taxation depends, to a considerable extent, on quality and
authenticity of administration of a subject of taxation.
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O.B. MenvHuuyk, kanouoam eKOHOMiUHUX HAYK, 6. 0. douenma ITTATY

AKTYAJIbHI ITPOBJIEMU OITIOJATKYBAHHA
JOXOHIB CUIbCbKUX TOMOTOCIIOTDAPCTB

Anomauis. Poskpusarwmuvcs 0cobnusocmi onodamky8anns CinbCoKux
domoeocnodapcme 6 ceimni nputinamms ITodamkosozo kodexcy Ykpaini.
A8mopom po3Kpumo 0CHOBHI npobremu 8usHaueHHs ma 007iky 00x00i8 8i0
peanizayii cinvcvkozocnodapcvkoi npodykuyii us000 0M00aAMKYBAHHA AKOT
nepedbaueni ninveu. Hedockonanuii mexauism aominicmpysanns ma o0niKy
00x00i8 8 Opeanax QickanvHoi cryxOu 003607A€ CIMbCLKUM 00M020CN00aPCMBam
YXUAMUCS 810 cnaamu nodamky 3 00x00ié isuunux ocib. Bidcymuicmv mexaHis-
My po3nodiny 00x00i6 3 Menoro ono0amKy8anHA Mix 4neHamu 00mMo20cnodapcmsa
NOPyUIye NPUHUUN PIBHOCT MA COUIANLHOL cnpasednusocmi, wio susnaueni y Ilo-
damkosomy K0Oexci.

Kntouosi cnosa: cinvcoke domozocnodapcmeo, 00xio, nodamok 3 00x00ié i-
3UMHUX 0CI0, NPUHWUNY 0NO0AMKYBAHHS.

Annomauus. Packpvieaiomcs 0COOEHHOCMU  HATIO20007I0MEHUS  CebCKUX
domoxossiticme 6 ces3u ¢ npunsmuem Hanoeosozo kodekca Yipaurvl. Aemo-
POM PACKPbimbL OCHOBHbIE NPOONIeMbl onpedeneHUs U yuema 00x0008 om ped-
TUBAUUY  CENbCKOXO3STICMBEHHOL NPOOYKUUY, N0 HANI02000TI0KEHUI0 KOMOpOLl
npedycmompenvt neomol. HecosepuieHHbiti MeXaHu3sm AOMUHUCHPUPOBAHUS U
yuem 00x0008 8 OpeaHax PUCKATLHOU CLYHObl NO3B0NAEM CENbCKUM 0OMOX03ATi-
CMBAM YKTIOHAMbCS 0M YNIAMbL HA024 € 00X0008 Pusuteckux nuy., Omcymcmeue
Mexanusma pacnpedenenus 00x0008 8 UEAX HANO2000TI0HEHUS MeH Y UneHamu
00MOX03ATICMEA HAPYWIAE HPUHUUN PABEHCINGA U COUUATLHOL CNPABEONIUBOCU,
Kkomopoie onpedenenvl 6 Hanozosom xodexce.

Kniouesvie cnosa: cenvckoe 00mM0x03s1icmeo, 00X00, NOOOXOOHuILL HAIOR,
npul—tuunbt HA102000710HCeHUST.



