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Summary

Topicality. Formulation of the problem. In the context of globalization of world economic
development, the boundaries of transfer pricing are expanding, and it is on this basis that corporate
entities can easily open branches and representative offices in countries with preferential tax terms.
World experience shows that through “scheme” exports implementation quite significant amounts of
capital “settle” in offshore jurisdictions. Under the conditions of offshore schemes, Ukraine does not
receive a significant share of foreign exchange earnings annually, which has a negative impact on
the country's economy. Accordingly, due to undercutting of tax base or fixation of negative financial
results, domestic business entities evade income tax, as a result the budget receives less revenue,
which encourages senior government members to make appropriate changes to the current Tax
Code of Ukraine through paragraph 13 implementation of the BEPS (Base Erosion and Profit
Shifting) Plan, developed by the Organization for Economic Co-operation and Development (OECD).
This is what formulates the study validity.

Aim of the study. The purpose of the article is to study and evaluate Ukraine’s foreign trade
activity, with an emphasis on the agricultural sector of economy, as well as to substantiate the
three-tiered transfer pricing report for agricultural enterprises in accordance with paragraph 13 of
the BEPS Plan.

Methodology. In the investigation process we used general scientific theoretical methods of
cognition: systems analysis — to clarify the main categories of research; abstract-logical method -
for the implementation of theoretical generalizations and conclusions about the essence of
transfer pricing in export-import operations, graphic method - for visual presentation
of statistical and analytical material to reflect the foreign trade balance and commodity structure
of Ukrainian exports.
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Results. The article substantiates the main principles of the BEPS Plan paragraph 13, developed
by the OECD and identifies the main components of the three-tiered structure for transfer pricing
report. The content of the Law of Ukraine N21210 "On Amendments to the Tax Code of Ukraine to
improve tax administration, eliminate technical and logical inconsistencies in tax legislation" is
disclosed. The authors performed statistical assessment of agricultural enterprises export-import

operations on the basis of the agricultural sector. The share of “scheme” exports to reduce the tax
burden on income tax for domestic agricultural firms, which reduces the investment attractiveness
index of agricultural enterprises in the world farmers’ arena, is corroborated. It is proposed to
supplement the three-tiered transfer pricing report with 3D actuarial management report, which will
increase the investment attractiveness of domestic agricultural enterprises. Practical value. The
accounting and informational filling of 3D actuarial management report is offered, which will help to
create favorable conditions for domestic agricultural enterprises to attract investment into
reconstruction, modernization and development of the agricultural sector.

Prospects for further research. Theoretical and practical substantiation of the 3D actuarial
management report for domestic agricultural enterprises in order to objectively assess their
investment attractiveness image; corroboration of 4D-model of power momentum management
for domestic agricultural enterprises capital. Identification of factors that have a direct impact on
the changes prospects for financial results of agricultural firms’ economic activity in the short
term perspective.

Keywords: transfer pricing, report, assessment, export, import, actuarial
accounting, taxes.
Number of sources: 16, figures: 2, number of tables: 1.
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rocnoAaproBaHHS KOPMoOpaTMBHOINO TUMNY AO0BOAI /Ierko BiAKPMBAOTb @inii Ta npeacTaBHUUTBA Ha
TepuTopii AepaB 3 MNiNbroBUMM yMoBaMu onoAdaTKyBaHHs. CBIiTOBilA AOCBiA CBiAYUTb, WO nNpwu
3AiNCHEHHI «CXEMHOro» eKCnopTy AOBOJI 3HauHi KaniTanuM «ocigalTb» Ha TepuTopii odLopHMX
opycavkuin. B ymoBax Aii oPWOpHUX CxeM YKpaiHa LWOpiYHO He AOOTPUMYE 3HAUHY YacTKy
Ba/IlOTHOI BMPYYKW, WO YUYMHWUTb HEraTUBHWI BMJIMB Ha EKOHOMiKy KpaiHu. BignosigHo, 4yepes
3aHMXEHHs 6a3n onogaTkyBaHHS, abo dikcauii HeraTMBHMX iHAHCOBUX pe3ynbTaTiB
BiTUM3HSAHI CY6'EKTM rocnoaaploBaHHSA YXUNAKOTLCA 04 CniaTh noaaTky Ha npubyTok, B CUAY 4Oro,
6loaXeT OTPUMYE MeHLWe HaAXOoAXeHb, WO CMOHYKAE BWLI JflaHKM 3arafbHOAepXXaBHOro
ynpaBniHHA 40 BHECEHHS BigNoBiAHMX 3MiH Y YMHHOMY [10oAaTKOBOMY KOAEKCi YKpaiHuM B pamkax
iMmnnemeHTauii n.13 MnaHy BEPS (Base Erosion and Profit Shifting), skuii po3pobneHui
OpraHizauieto ekoHoMiYHoro cniBpobiTHMUTBa Ta po3BuTKy (OECP). Lle, B CcBOW 4Yepry, BM3HayaE€
aKTyasnbHiCTb AOCAIAXEHHS.

Meta gocnigxeHHs. MeTa cTaTTi — AOCNIAXEHHSA Ta OUiHKA 30BHILUHbOTOProBEebHOI Ais/IbHOCTI
YKpaiHM, 3 aKLEeHTOM Ha arpapHUi CEKTOpP €KOHOMIKM, Ta 06r'pyHTYBaHHSI TPUPIBHEBOI CTPYKTYpwu
3BITHOCTI 3 TpaHCHEepTHOro UiHOYTBOPEHHS ANs  CiNbCbKOroCcnoAapCbKuMx MiANPUEMCTB Y
BignosigHocTi o n.13 MnaHy BEPS.

MeTtogosiorisi. Y npoueci BUKOHaAHHS AOCMIAXEHHSI BUKOPUCTAHO 3aralbHOHAYKOBI TeOpeTUYHi
MeToAW Mi3HAHHA: CUCTEMHUM aHanis - Ana 3'9CyBaHHA OCHOBHWX KaTeropin AOCNIOAXEHHS;

abCTpakTHO-NOrYHUI MeToA — ANSA 3AINCHEHHSA TEOpPeTUYHUX Y3arajbHeHb Ta BWMCHOBKIB Mpo
CYTHICTb TpaHCchepTHOro UiHOYTBOPEHHS MpM 34IACHEHHI E€KCNOPTHO-IMMOPTHUX onepauin,
rpadiyHnit  MeToa - ANA  HAO4YHOro MpeAcTaBfieHHS  CTaTUCTUMYHOrO Ta  aHaniTUYHOro
MaTepiany wWwoao BigobpakeHHs 30BHILIHbOTOProBenbHOro 6anaHcy Ta TOBapHOiI CTPYKTypu
ekcrnopTy YKpaiHu.

Pe3ynbTtatn. Y cTaTTi 06rpyHTOBAHO OCHOBHI NonoxeHHs n.13 MnaHy BEPS po3pobneHoro OECP
Ta BM3HA4YeHO OCHOBHI CK/MaAoOBi TPUPIBHEBOI CTPYKTYpW 3BIiTHOCTI 3 TpaHCcdepTHOro
UiHOYTBOpEeHHS. Po3kpuTO 3MicT 3akoHy YkpaiHm N21210 «[llpo BHeceHHs 3MiH Ao lMoaaTKoBOro
KOAEKCY YKpaiHM LWoA0 BAOCKOHANIEHHA aAMIHICTPYyBaHHSA MoOAATKiB, YCYHEHHS TEeXHiYHMX Ta
JIOMYHMX Hey3roAXXeHOoCTeh y NoAaTKOBOMY 3aKOHOAABCTBI». ABTOpaMu, Ha Mpuknagi arpapHoro
CEeKTOpY 3AINCHEeHO CTaTUCTUYHY OLHKY eKCMOPTHO-IMAOPTHUX onepauiil CilbCbKOrocnoaapcbKux
nianpvemcTte. O6rpyHTOBAHO YAaCTKY «CXEMHOr0 eKCrnopTy» AJS 3HMXXEHHS NoAAaTKOBOro Taraps 3
noaaTky Ha npubyTOK BITYM3HSAHWUX arpodipM, WO 3HMXYE IHAEKC iHBECTUUiMHOI npnBabnnBoCTi
CiflbCbKOrocnogapcbkmnx nNiANPMEMCTB Ha CBIiTOBIA apeHi arpapiis. 3anponoHOBaHO AOMOBHUTU
TPUPIBHEBY 3BiTHICTb 3 TPAHCMEPTHOrO LiHOYTBOPEHHS — aKTyapHOK YMpaBniHCbKOW 3BITHICTIO B
3D, sgka 3abe3neunTb MiABULWEHHA PpIBHA  iHBECTULINHOT npumBabnmBOCTi  BITYM3HAHMX
CinbCcbKorocnoAapcbkmx  NiANPUEMCTB.  [IpakTnyHe  3Ha4yeHHs. 3anpornoHoBaHO  06nikoBo-
iHpopMaLinHe HanOBHEHHS aKTyapHOi ynpaBniHCbKOI 3BiTHOCTI B 3D, fike AONOMOXe CTBOPUTU AnS
BITYM3HAHMX CiNIbCbKOroCnoAapCcbKmMX MiAMNPUEMCTB CNPUATANBI YMOBU AN 3aNyYeHHS iHBECTULIN Y
PEKOHCTPYKLit0, MOAEPHI3aLilo Ta PO3BUTOK arpoCeKkTopy.

lMepcnekTnBu rnoganblunx po3BiAoK. 3AINCHEHHS TEOPETUYHOr0 Ta NPakTUYHOro o6rpyHTyBaHHSA
CcKlagy akTyapHoi ynpasBniHCbKOi 3BiTHOCTI B 3D Ans BIiTYM3HAHMX CisIbCbKOrocnoaapCbKmx
niANPMEMCTB 3 METOK 06’EKTUBHOI OLIHKM iMigXy iX iHBECTUUiHOT NpnBabnmMBOCTi; 06rpyHTYBaHHS
4D-mopeni  ynpas/iHHA CWUIOBUM  iMMYJSIbCOM  Kanitaay BiTYM3HAHUX CiJIbCbKOrocrnoAapCbKux
nianpuemcTe. BuaHaueHHsa dakTopiB, AKi UMHATL 6e3nocepegHili BNAWB Ha MNEepCrneKkTUBM 3MiHU
hiHaHCOBUX pe3ynbTaTiB rocnoAapcbKoi Ais/IbHOCTI arpodipM y KOpOTKOTPMBanii NepcrnekTmsi.
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Formulation of the problem in general. Globalization processes have
allowed territorial expanding of the transfer pricing policy; corporations can
open offices, subsidiaries, branches, joint ventures much more easily, taking
full advantage of more loyal tax regimes on a global scale [1]. According to
UNCTAD data, there are 832 branches of international companies in Ukraine,
thus they apply transfer prices anyway [2]. In particular, according to the
State Fiscal Service, the state budget of Ukraine annually fails to receive UAH
20-25 billion due to the usage of transfer pricing system by international
companies [3]. These figures are confirmed by the World Financial Society
statistics, which determines the annual outflow of capital from Ukraine in the
amount of US $ 9.15 billion [4].

Consequently, transfer pricing is one of the key factors in tax regulation. It
is very difficult to recognize “scheme” exports without data on customs
declarations. To calculate it roughly, we have narrowed the list of countries to
55 typically offshore jurisdictions with which Ukraine has almost none real
trade relations [5].

As a result of such tendencies, there is an urgent need to make a statistical
assessment of Ukraine's foreign trade balance through the prism of transfer
pricing, which determines this study topicality.

Analysis of recent research and publications. Regarding the direct
corroboration of the urgent need for statistical assessment of Ukraine's
foreign trade balance in the context of transfer pricing, these issues are quite
detailed and comprehensively disclosed in the works of such domestic and
foreign scientists as B. Danylyshyn [9], K. Dobreva [3], S.S. Brekhov [11],
0O.1. Cherevko [1], O. Evstigneeva [6], B. Danylyshyn [9], E.A. Shelukhina
[2], I.V. Karpenko [10], T.V. Koschuk [11], N. Larionov [3], N.V. Novitskaya
[11], O. Prokopenko [4], O. Shevchenko [5], I. Vasilievna [7] and others.
I.V. Karpenko [10] in his turn notes that the use of appropriate transfer
pricing policy in the implementation of export-import operations is part of
organization of an enterprise accounting, and is to build and implement such a
system of information in terms of business transactions using transfer pricing,
which would meet the needs of external and internal users of information.
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N. Larionov [3] in her turn concludes on the basis of a review on information
support for transfer pricing problematic aspects that the optimal approach to
its improvement is the formation of a system of permanent document
accumulation (three-tiered documentation), data usage and archiving to
justify the level of transfer prices, which are implied to manage controlled
transactions and subsequent report (three-tiered report structure in
accordance with paragraph 13 of BEPS). According to the scientist, a single
system of document circulation, financial and managerial actuarial accounting
should be established within the company, which would provide management
with information on all foreign economic transactions with affiliates under
control. That is, in this case it is necessary to find a balance - it is not about
minimizing taxes, but about optimization in achieving both taxation and
management goals.

Scientific works of S. S. Brekhov, T.V. Koshchuk, N. V. Novytska [11]
reveal scientific and practical approaches to determining the appropriateness
of conditions for controlled production operations to the principle of arm’s
length and review the practice of resolving tax disputes to establish adequacy
of controlled production operations in accordance with the requirements of the
legislation on transfer pricing for economic entities engaged in foreign trade.

Selection of previously unsolved parts in the general problem. Due
to inconsistencies in national and international legislation, according to
documents Ukraine exports goods at a reduced price to a low-tax jurisdiction
(offshore). Physically, the goods are transported to the country of destination.
But legally they are resold through related companies that are registered in
offshore jurisdictions. In legal terms this is called transfer pricing. It
presupposes the sale of goods by interdependent individuals at intra-firm
prices that are below market. This is done in order to reduce the tax base
from which taxes are paid. The exporting country receives less foreign
exchange earnings to balance exchange rate fluctuations. Due to the
reduction of income tax, the budget receives less revenue. This significantly
affects competition and honest business, because paying taxes and fair work
become unprofitable.

That is why, on January 1, 2017 Ukraine joined the Program of Enhanced
Cooperation within the Organization for Economic Cooperation and
Development (hereinafter — the OECD) and undertook to implement the
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minimum standard of the Action Plan to combat tax base erosion
and tax evasion in January 2020 (Base Erosion and Profit Shifting, hereinafter
- BEPS) [13].

Due to such circumstances, for the further Action Plan implementation to
combat income tax evasion by corporate entities in the application of the
relevant transfer pricing policy, it is necessary to study the current regulatory
framework for export-import operations, mainly in the context of three-tiered
transfer pricing report.

Formulation of the article goals. The main purpose of the article is to
study and substantiate the current legislation of the transfer pricing three-
tiered structure report according to changes in the current Tax Code, in line
with paragraph 13 of the BEPS Plan implementation, primarily for agricultural
entities engaged in export-import operations.

Presentation of the main research material. In 2019 export of goods
and services amounted to 63,675.6 million US dollars or 111.2% compared to
2018, import equaled 67,308.7 million dollars or 106.0%. The negative
balance constituted 3633.1 million dollars (in 2018 also negative - 6212.8
million dollars), see table 1.

Table 1
Ukraine's foreign trade balance in 2018-2019, (USD miillion)*
Export Import Balance
2018 2019 2018 2019 2018 2019
Total (goods | o555, 9 | 636756 | 63493,7  67308,7 | -6212,8  -3633,1
and services)
= @alim e 23100,1 | 23994,8 @ 26570,1 | 28557,3 @ -3470,0 -4562,5
included
Goods 47335,0 50060,3 57187,6 @ 60783,7 -9852,6 -10723,4
B0 EELnEEE 20157,0 | 20752,3 | 23216,5 | 24996,2 @ -3059,5 —4243,9
included
Services 11637,9 15237,5 | 6308,8 @ 6527,9 5329,1 8709,6
B0 EELnEEE 3979,9 | 4288,0 @ 33558 | 3563,8 624,1 724,2
included

*Source: Developed by the authors based on the official website of State Statistics Service of
Ukraine (2019) [14].

The structure of exports from Ukraine is of low quality. In particular, raw
materials and semi-finished products exports (these include the following
product groups - “Animal products”, “Plant products”, “Fats and oils”, “"Mineral
products”, “Chemical products”, "“Skins”, “Wood and timber products”,
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“Cellulose”, “Base stone, plaster and cement products”, “Metallurgical
products and metallic goods”) amounted to 18.7 billion dollars in the first half.
This is more than three quarters of Ukrainian exports - 76.4%. Little has
changed over time - over the past 15 years, raw materials exports were
below 70% of total exports only in 2009, 2010 and 2017. This is not the case
when it is appropriate to say: stability is a sign of skill [9].

Visually, the commodity structure of Ukraine’s exports is presented in
Fig.1.

It is obvious from figure 1 that the largest share in the structure of
Ukrainian commodity exports for 2018 - 2019 is occupied by products of AIC
(agro-industrial complex), mainly in 2019.

From 2015 to September 2018, Ukraine exported products of five largest
commodity groups for $ 112 billion, of which $ 42 billion went offshore. This is
potentially the amount of “scheme exports” for tax evasion. The Organization
for Economic Development and Cooperation estimates the annual loss from
tax base erosion at 4-10% of total tax revenues a year worldwide [6].

90

W 443

80

70

60

50

40 —m-2019
30 =——2018
20
Lo 3, 3.7 24 _mM66

- V-

Pt —" e e
0 : 4 =
Agricultural Precious Mineral Engineering  Chernical WWood,paper Light Gther
products metal, and products products industry pulp, and industry products
articlesthereof products  articlestherecf products

Figure.1 Commodity structure of exports of Ukraine,% during 2018 - 2019.

*Source: Developed by the authors based on the official website of State Statistics Service of
Ukraine (2019) [14].

The international community is also actively working to improve the
mechanisms for exchanging information automatically. One of the latest
initiatives in this area is step 13 of the BEPS, which provides for the
introduction of a three-tiered transfer pricing documentation, one of which
(Country-by-country report) is the subject of automatic tax information
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exchange. At present, Ukraine does not participate in the automatic
exchange of tax information, but a number of international agreements that
have been signed recently, indicate that the beginning of such an exchange is
not far off [7].

Offshore capitals are partially returned to Ukraine in the form of
investments. The dynamics of foreign direct investment into Ukraine by
investor countries in 2019 is presented in Fig. 2.

As illustrated in Fig. 2 the largest volumes of foreign direct investment
came to Ukraine from Cyprus in 2019, which amounted to an absolute
amount of 965.6 million US dollars (or 38.1% of the total volume of foreign
direct investment 2531.1 million US dollars).
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Figure. 2 Income of direct investment (share capital) to Ukraine according to

investor countries (largest volumes) in 2019
*Source: Developed by the authors based on the official website of State Statistics Service of
Ukraine (2019) [14].

The main investor countries, which account for 82% to 90% of all
investments, are Cyprus, the Netherlands, Germany, the United Kingdom, the
Russian Federation, Austria, France, the Virgin Islands and the United States,
Switzerland, Poland, and Belize. Foreign direct investment to Ukraine is
created by two capital groups: capital directly owned by foreign residents;
capitals controlled by foreign companies of Ukrainian residents (Ukrainian
capitals which were previously withdrawn from the country, usually to an
offshore jurisdiction — round-tripping FDI). A survey of countries exporting
foreign direct investment to Ukraine’s economy shows a low share of
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investment from developed countries. The considered problems of
international investment into Ukraine require a systematic approach,
identification of key issues and concrete steps for the formation of a favorable
investment climate and key industries development, primarily the agricultural
sector, with the participation of international investment [16].

Ukraine took first steps in this direction in 2020, namely adopted the Law
of Ukraine N21210 “On Amendments to the Tax Code of Ukraine to improve

tax administration, eliminate technical and logical inconsistencies in tax
legislation”, which presupposes BEPS plan step 13 implementation, developed
by The Organization for Economic Co-operation and Development (OECD),
which is introducing a three-tier transfer pricing report:

1) transfer pricing documentation submitted to local tax authorities and a
report on controlled transactions (local file),

2) global transfer pricing documentation (master file) is submitted by a
taxpayer who is part of a group of international companies, whose annual
income is equal to or exceeds the equivalent of 50 million Euros at the
request of the State Tax Service.

3) a country-by-country report of an international group of companies is
submitted if the total consolidated annual income of the international group of
companies, of which the taxpayer is a part of, exceeds the equivalent of 750
million Euros. It is filed by a parent company or an authorized member of an
international group. Besides the report on controlled transactions, taxpayers
are required to submit a notice of participation in an international group of
companies in the prescribed form (paragraph 39.4.2 of the TCU) by October 1
of the year following the reporting year [5].

We propose to supplement the three-tiered transfer pricing report with a
3D actuarial management report, which is directly focused on real and
potential investors and is based on the dichotomy (complete separation) of
agricultural entity operational and financial activities. Such reporting will help
to increase the domestic agricultural enterprises investment attractiveness
image and provide positive financial results in the agricultural sector of
Ukraine.

Conclusions from this study and prospects for further research in
this field. In general, a number of conclusions can be drawn from the results
of the study based on the assessment of Ukraine’s foreign trade balance in

Issue I-II (77-78), 2020 219



OBbJI1IK, AHAJII3 I AYANT

the context of transfer pricing. In particular, a study of key issues related to
foreign direct investment into Ukraine’s economy found that during the ten-
year period the main shortcomings are the imbalance in the country’s
economy structure, withdrawal of Ukrainian capitals beyond national borders
and their return in the form of investments from a number of countries with
special taxation regime, unfavorable investment climate for investors,
legislative base imperfection that should regulate investment activities and
promote domestic as well as international investment. It is because of failure
to address these issues Ukraine is losing its image in the international
investment market, as international investors are forced to leave the
Ukrainian market, losing profits in conditions of economic and political
uncertainty. The considered problems of international investment into Ukraine
require a systematic approach, identification of key issues and concrete steps
for the formation of a favorable investment climate and key industries
development with the participation of international investment [16].

Ukraine has introduced a three-tiered transfer pricing report in accordance
with the BEPS plan, which includes: Controlled transactions report; Master
file; Country-by-country report (CbCR); Penalties for non-submission - UAH
631 thousand for the purposes of 2020; Which Ukrainian companies will be
affected by the introduction of the CbC Report and the Master file; Notification
of participation in an international group of companies; The right of the
supervisory authority to request if the taxpayer is part of an international
group of companies [7]. The proposed management actuarial report in 3D
derives its content from the actuarial accounting system, and serves as a kind
of supplement to public financial report and three-tiered transfer pricing
report. The latter outlines prospects for further research within selected
problems, namely concerning procedure for transformation of public financial
statements into 3D actuarial management reports on the basis of real
reporting data of domestic agricultural enterprises.
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YepHiBeUbKUN TOProBesbHO-eKOHOMIYHMI iHCTUTYT KHTEY,
M. YepHiBui

OKPEMI OCOBJZINBOCTI OBJ1IIKOBOI'O 3ABE3NEYEHHA YNPABJIIHHA
nIiANPUEMCTBAMU AKBAKYJIbTYPU

AHoTauis

AKTyanbHicTb. [MocTtaHoBka npobsiemu. [piopUTETHICTL PO3BUTKY NIANMPUEMCTB | OpraHisauin
aKBaKy/nbTypu 06yMoBneHa NpUpoAHO-KIIMaTUYHMUMU, iICTOPUYHUMMN, EKOHOMIYHUMW W couianbHUMM
yMoBaMu YkpaiHn. PUGHMUTBO € couiasnbHO 3HA4YyLWMM EHEpProEMHUM i TPYAOMICTKMM CEKTOPOM
E€KOHOMIiKM, MOKIMKaHuM 3abesnevyBaT HaceneHHs puboio Ta pubonpoayKTamMu 3a AOCTYMHUMMU
UiHaMK Ha OCHOBI PO3LIMPEHOro BiATBOPEHHS BUPOBGHMYOro noTeHuiany Ta 6iopecypcis, NigTpUMKn
ekonoriyHoi 6e3nekun rigpocdepun i TepuTopin. CTiMKM pO3BUTOK NIANPUEMCTB aKBaKynbTypu
3HAYHOW Mipolo 3anexuTb BiA (OpMyBaHHS Ta BWKOPUCTaAHHS BIiAMOBIAHOro iH¢opMaLUiiHOro
3abe3neyeHHs NPURHATTSA O6Ir'PYHTOBaHMX ONepaTUBHUX Ta CTpaTeriyHux piweHb. MpoBigHy ponb y
AaHoMy 3abe3neyeHHi Biairpae obnikoBa cucTeMa y KOHTEKCTi MPSMOro i 3BOPOTHOrO 3B'A3KY 3
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