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Abstract. Tax audit is an important part of tax control. It's aimed to control the observance of tax legislation on
taxes and fees. The purpose of the research is to generalize the method of performance of tax audits of individual
taxpayers by State Fiscal Service of Ukraine. The subject of research is the methods of audit by State Fiscal Service
of Ukraine. Methods. It was used general and specific methods of research, including: analysis and synthesis, system
and process approaches, induction and deduction, etc. Results. The problem of tax auditing process in Ukraine is
the absence of integrated and systematic approach for its implementation. Unfortunately, the practice of the tax
audit is not yet examined clearly. Today the basic principles of tax audit are considered by the scientists only in the-
ory. Apart from the existence of guidelines on verification of a particular type of taxes, other obligatory payments
that are designed fiscal service, the formation of evidence, procedure for using certain methods and techniques
for auditing, information sources are ignored legislators and scientists. Apart from the existence of guidelines on
verification of a particular type of taxes, other obligatory payments which are designed by fiscal service, the for-
mation of evidence base, procedure of usage of certain methods and techniques for audit, information sources
and other issues are ignored by legislators and scientists. Despite this, today the tax audit is a tool to fully examine
and reduce the tax risks of the organization. Another problem of tax audit is that legislation doesn’t fix the notion
of tax audit so there is no exact interpretation of it. Tax audit engages more efficient flow of taxes and fees to the
state budget. Although there is increase of the efficiency of the national tax auditing mechanism now, but there
are some problems which need be resolved in order to ensure rational tax revenues in the budget under the pres-
ent conditions of socio-economic and political reforms in Ukraine. To further improvement of tax audit it should
be applied new progressive methods of influence on taxpayers which is intended to limit the participation of tax
payer in tax process and to reduce its potential capability to minimize tax liabilities. The practical significance of the
study is determination of recommendations for improvement of the method of selection of taxpayers for tax audits.
Value/originality. Information on methods of tax audit which was obtained in the study can be used in further stud-
ies on improvement of tax administration.
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1. Introduction

Today economic reforms in Ukraine are carried out
against the aggravation of financial crisis, in addition with
political crisis in the country. Social tension is increasing
sharply. The changes made in tax legislation are aimed
primarily at increase of revenue part of the budget and
reduce of the expense budget for the authorities.

Entities are accustomed to frequent changesinlegislation
and have learned to adapt to them. Therefore, taxpayers
should use effective methods of tax control as an effective
tool for identification of tax offenses. Tax audit should
solve the problem of Ukrainian economics deshadowing
(legalization of incomes of all market participants), reduce
of tax debts and balance of tax system in general.
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2. Role of the tax audit
in the tax control process

Tax control is an independent kind of financial control
directed to ensure the compliance with tax and other
legislation by taxpayers, detection, elimination and prevention
of tax offenses. The main purpose of tax control in modern
Ukraine is the constant revenue part of the budget. One of the
components of tax control in Ukraine is a tax audit.

Despite the definition of “tax audit” is often used in
specialized literature and in everyday activity of audit
companies, it does not have the only correct and reasonable
interpretation. Current national legislation and Audit
International Standards don’t show the content of tax
audit. Thus, analysis of the current legislation of Ukraine
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indicates a lack of definition of a tax audit in it, while the
notion of “inspection” is used.

In particular, the Article 19 of the Tax Code of Ukraine
has only one mention of the possibility to perform tax audit
by offices of State Fiscal Service of Ukraine (hereinafter —
SFS) in Ukraine. In particular, Article 19.1.39 establishes
that among the functions of supervisory authorities
they are entitled to perform institutional control and
internal audit over compliance with legislation and the
performance of official duties by regulatory bodies,
enterprises, institutions and organizations belonging to
the their management(Tax Codex of Ukraine, 2010).

There is a difference between definitions of “tax audit” in
the specialized literature. Usually, scientists consider it in
two ways, as a feature or element of financial control and as
oversight of the tax laws.

Tax audit is verification of accuracy, timeliness and
completeness of tax calculations per applicable legislation,
completeness and correctness of formation and submission
to the tax authorities of all forms tax reporting (Petrik,
2012). Verification of tax liability could be done by tax audit
or by confirmed procedures on verification of calculation of
tax liabilities. The importance of tax audit for a company is
an assessment of tax risks timely and negating them.

Thus, it should be noted that today there is a lack of
proper scientific justification of conceptual basis of the tax
audit, methodological support and legislative regulation.
This situation leads to ambiguous interpretation of the
essence of tax audit in the structure of tax auditing
Therefore, further development of the national tax audit
needs, above all, its exact definition and deep examination
to improve the theory and practice of auditing.

3. Tax inspection is the main form of tax audit

There are three methods of tax control in Ukrainian

legislation:

1) accounting of the taxpayers,

2) information and analytical support of the STS and
3) tax checks.

Detail forms of inspections are specified in the Article
75 of Tax Code of Ukraine, according to which there are
cameral, documentary and factual inspections. Depending
on the frequency and timing there are scheduled and
unscheduled inspections, and depending on the place of
control actions of authorized body’s — on-site and oft-site
inspections (Tax Codex of Ukraine, 2010). Furthermore,
according to the Tax Code of Ukraine, another kind of
documentary unscheduled off-site inspection is inspection
in electronic form, which is performed according to
application of the taxpayer submitted 10 days before the
expected start of its performance.

Organization of on-site tax inspection refers to a set
of measures on preparation and planning of on-site tax
audit; division of responsibilities between the participants
of inspection group; a plan (program) of its holding;
immediate verification of all planned issues; presentations

of results; measures to remove and prevent tax offenses.

The nature of the activities carried out by the tax authority
within inspection process, is proposed to consider according
its separate stage, among which there are:

1) preparatory phase (the effectiveness of tax inspection
depends on the choice of object, the readiness of each
participant to inspect and distribution of the group
according to specific areas);

2) holding of inspection;

3) presentation of the materials of inspection.

The most ordinary kind of tax inspection is cameral
inspection. Itis held in the office of SFS bodies solely on the
basis of tax declarations (calculations) of the taxpayer. In
other words, consent for its holding or direct participation
of the taxpayer in this case is not required and presentation
of any direction of conduct of cameral inspection or
special decision of the head of the supervisory body is not
required. Within cameral inspection it is conducted the
analysis of all tax reporting of the taxpayer and in case of
violations it is drawn up an act in two copies signed by the
officials who conducted the inspection. After registration
of it in the SFS this act is given or sent by mail within three
business days to the taxpayer for signing in established
manner (Revutsky, 2009).

Special attention should be paid to procedures of
document exchange between the taxpayer and the
supervisory authority. Legal regulation of information
exchange between taxpayers and the regulatory authorities
has always been important. This is due primarily to the
value of such exchange for legal arrangement between these
entities. Often the receipt or non-receipt of documents
from one party to another is legal fact, which can generate
not only financial and legal relations, but also administrative
or even criminal. In this context it refers to the improper
performance of tax obligation, which entails the liability.

The attention should be paid on fundamental difference
between documentary and cameral inspections from real
ones — provisions of different laws regulate the procedure
of their appointment and conduct. If the camera and
documentary inspections are conducted by SES bodies
only in cases and in the manner prescribed by the Tax
Code of Ukraine, the procedure for conducting the ex post
inspections can be additionally established and detailed
by other laws of Ukraine, the enforcement of which is
of entrusted to the SFS. This leads to the formulation of
regulatory uncertainty in possibility of tax audits and, in fact,
it is contrary to the provisions of part 1, Article 61.3 of the
Tax Code of Ukraine, according to which bodies of the State
Securities Service, Ministry of Internal Affairs, Tax police,
Prosecutors and their official person cannot take a direct
part in inspections carried out by supervisory authorities,
and conduct inspections of entities on tax matters.

The ex post inspection is the inspection held at the place
of actual taxpayer activity, disposal of economic or other
objects of property of such taxpayer. This kind of tax audit
is carried out by the SFA bodies in compliance with the
legislation on cash turnover, the procedure of taxpayers
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payment transactions, cash transactions, availability of
licenses, patents, certificates, including the production and
circulation of excise goods, compliance with legislation on
an employment contract, registration of labour relations
with employees by the employer.

The documentary inspection is inspection the subject
of which is accuracy, timeliness, completeness of accrual
payment of all taxes and fees defined by the Tax Code
of Ukraine. There are following issues for documentary
inspection:

- tax declarations (calculations);

- financial, statistical and other reporting;

- registers of tax and accounting management of which is
provided by law;

— primary documents used in accounting and tax
accounting and related with accrual and payment of taxes
and fees;

- obtained in accordance with law by the state tax service
of documents and tax information.

One of the innovations introduced by the Law N¢ 5083-
VI to Tax Code of Ukraine is the implementation of
electronic inspections. According to paragraph 10, section
XX of Tax Code of Ukraine, electronic inspections can be
carried with taxpayers who:

- use simplified system of taxation, accounting and
reporting — from 01.01.2014;

— entities of micro, small and medium businesses — from
01/01/2015;

— other taxpayers — from 01.01.2016 (Tax Codex of
Ukraine, 2010).

In accordance with paragraph 75.1.2 of Tax Codex of
Ukraine documentary unscheduled off-site inspection is
inspection which is based on the application submitted by
the taxpayer with little risk determined in accordance with the
Tax Code of Ukraine to the SFS where it is on tax accounting.

So, electronic inspection will be conducted in the
unscheduled process according to the initiative of
taxpayer. This should be presented by its application. Such
declaration is provided within 10 calendar days prior to the
expected start of the electronic inspection. Secondly, only
taxpayers with little risk have the right to start electronic
inspection; taxpayers of simplified system of taxation,
accounting and reporting are inspected since 01.01.2014.

The main advantage of electronic inspection is that tax-
men will not independently calculate the tax liability for
the results. In other words, in case of understatement of
tax liabilities by SFS body in the result of their conduct the
taxpayer should pay sp called “self-penalty” and fine just
under the paragraph. 50.1 Tax Code of Ukraine.

Resolution on documentary scheduled, unscheduled
and ex postinspectionsis approved by the head of SES body
according to the Articles 77, 78, 79 and 80 of Section II of
the Tax Code with indication of the subject (object), which
is inspected, goals, the type of inspection, the grounds for
inspection, start dates (except the ex post inspections) and
duration of the inspection which is approved by the order
meeting the requirements of the Tax Code.
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4. Method of selection
of taxpayers for tax audits

There are different methods for taxpayer’s audits
selection. K. Schwabiy, N. Novitskaya offers following
classification of these methods:

— random selection;

- inspection according to the data obtained from sources
of suggestive information («method of alerts> );

— inspection of the largest taxpayers;

— analysis of taxpayers (comparison of data which the
taxpayer stated in his tax return with information obtained
from other sources);

- inspection of those taxpayers whose previous audits
found significant concealment of income;

- inspection of all companies in a particular industry
(Schwabiy, Novitskaya, 2007).

It can be used as one method as in combination with
others methods. For example, it is used as random
method when the tax inspector selects entity which
will be inspected from the indeterminate amount of
taxpayers chosen by computer system, as the method
of «alerts» when taxpayers about which there is
information on their high probability of tax violations
are inspected in Canada and Germany; in Poland the
method of sectoral inspections is often used when it is
inspected all companies within the top-priority industry
(construction, oil, transport, etc.), in the Western Europe
and the US it is widely used the method of analysis, when
all information about financial and economic activity of
both legal and natural persons is provided to the common
data base and in case of tax violations such entities or
persons are inspected.

Methods of taxpayer’s selection before inspections in
Ukraine are fully depended on criteria. For scheduled
inspections taxpayers are selected according to the system
of early detection and termination of the shadow economy
and destruction of tax minimization schemes, which
provides remote audit of threats of tax evasion through
analysis of available databases using special computer
programs («risk-oriented system» ), established in 2008
by Methodical recommendations for plan scheduled
inspections of entities which was approved by the State
Tax Administration of Ukraine #162 on 15.03.2010.

Taxpayer’s selection algorithm is based on a
comprehensive consideration and qualitative information
which is held by SES bodies and determination of degrees
of risk of commitment of tax violations. Risk-oriented
system would allow to select entities from the total number
of taxpayers according to certain criteria who have the risk
of commitment of tax violations without the intervention
to the financial and economic activities of entities.

The main criterion for selection of taxpayers to the plan
of scheduled documentary off-site inspections under this
system is a risk of commitment of tax violation by an entity.
Therefore, the method of selection of taxpayers for the
scheduled documentary off-site inspections is a method
of analysis — information on a taxpayer, which is at the
disposal of SFS bodies is analysed, in the result of which it
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is selected taxpayers with the risks of non-payment of taxes
or commitment of tax violations (Dmitrenko, 2012).

The selection of taxpayers for the unscheduled
documentary off-site inspections is carried out not by
the criteria but for base established by law the presence
of which is the reason for such inspections. In particular,
according to the Article 78 of the Tax Code of Ukraine the
reasons which are the basis for tax inspection are:

- availability of information indicating tax violations by
taxpayer;

- organizational and legal changes in the activity of the
taxpayer;

— request of another authority or person to conduct
inspections;

- supervision of the inspections.

So, for unscheduled documentary off-site inspections
the taxpayers are selected not according to the risk of
commitment of violations by the entity but according to
the information on the commitment of tax violation by the
entity which is indirectly confirmed by information which
is held by SES and it is necessary to confirm or deny by
inspection of its financial and business documents which
can be done only during the tax inspection.

Performance of unscheduled documentary oft-site
inspections may take place at the initiative of the SFS
bodies as well as other bodies (court, inquiry body,
investigator, prosecutor). This initiative of SFS bodies can
be as the result of following issues:

1) information indicating tax violations by entity;

2) results of inspection of documents of mandatory reporting
of taxpayer or documents of documentary inspection
performed by SES bodies of higher level in order of control
of the activity or inactivity of officials of SES of lower level,
during which it was found the incompliance of results of
the inspection report with legislation or with incomplete
clarification of issues of inspection which should to be clarified
during inspection for making an objective conclusion on
taxpayer’s compliance with legal requirements, enforcement
of which is entrusted to the SFS bodies;

3) demand of a taxpayer when he submits to the SFS body
objections to the inspection report or complaint made
on results of tax notification-resolution, which need full
or partial revision of the results of relevant inspection or
cancellation of results of tax notification-resolution, where
the taxpayer refers to circumstances in his complaint which
were not examined during the audit, and their objective
examination is impossible without inspection.

Consequently, the reasons forunscheduled documentary
inspections can be classified as (1) initiative reasons
which are undertaken by SFS bodies for the availability of
information on tax violations in the activities of the entity
and (2) obligatory reasons which are undertaken at the
request of the relevant authorities, or upon the occurrence
of certain circumstances. The selection of taxpayers for
unscheduled off-site tax inspections is only possible if
the initiative inspections, as procedural mechanism of
preparation for inspection require the head of the SES
body to make a decision on its implementation. Criteria

for such selection are not defined by law (Petrik, 2012).

We offer to apply the criterion of economic efficiency
of future inspections which consists in conformity of the
aim (ie. it is necessary to select those taxpayers whose
chance of detecting violations is higher and the volume
of more accruals will be the greatest) within selection of
taxpayers for initiative unscheduled documentary off-site
inspections. Applying this criterion also takes into account
the cost of work of fiscal authority’s employees to conduct
unscheduled off-site tax inspections.

Grounds for conducting ex post inspections which are
established in Article 80 of Tax Code of Ukraine can be
systematized as follows:

- availability of information which may show tax
violations by the taxpayer;

- obtaining of information from external sources about
tax violation by taxpayer which is supervised by the SFS
bodies («alert messages> ).

Thus, as within unscheduled documentary off-site tax
inspections, the criteria of selection of taxpayers for ex post
inspections is not the risk of commitment of tax violations
by the entity, but availability of information about
commitment of tax violation by the entity to confirm or
deny conduct of ex post inspection.

The method of selection of taxpayers for conducting ex
post inspections, in addition to analysis of information
on taxpayers, is also a method of «alert messages» when
inspection is carried out on data obtained from external
sources which show tax violation by taxpayer, supervision
of which is entrusted to the SFS bodies.

In 2014, the only principle of selection of entities to
the plan of inspections was the presence of their financial
and economic risks of non-payment of fees to the budget.
So, scheduled inspections were aimed solely to those
companies which do not pay deliberately or pay payments
not in full size to the budget, using the scheme to reduce or
tax evasion. This approach has allowed to cut the number
of planned inspections.

The principal methods of selecting taxpayers for off-site
tax inspections are:

1) the method of analysis of information about the
taxpayers; 2) the method of economic efficiency of future
inspection; 3) the method of «alarm messages>.

S. Conclusions

Today the process of further improvement of tax control
methods and techniques of control ways continues. This
process takes into account not only the experience of
earlier years of tax service, but also the practice of tax
services of other countries. To meet these goals it is
established and gradually implemented new technologies
of tax activity which are based on the use of modern
computer technology. They are directed to the systematic
and effective use of internal and external information for
scheduled inspections and qualitative performance of
audit functions, and on the effective counteraction to tax
evasion, the elimination of the shadow economy.
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borgan KOCTIOK
METOOMKA NMPOBEAEHMA HANOTOBOIO AYOUTA OTAEJIbHbIX KATETOPUI NMAATESbLLN-
KOB HAJTOTOB OPTAHAMUW TrOCYAAPCTBEHHOW OUCKAJIbBHOW CITY»KBbl YKPAVHbI

AHHoOTauwmA. Llesvio pabomel sBnsieTcs 06006LleHe METOAVKM MPOBELAEHUsI HAJIOFOBOIO ayAuTa OTAESbHbIX KaTe-
ropuvin NaaTenbLimKoB HanoroB opraHamu FOC YkpauvHbl. MpegmeTom McCiefoBaHWs SBAAIOTCA METoAbl NpoBee-
HuA ayauTta opraHamu FOC YkpavHbl. Memoouka. MNpu HanMcaHWKM CTaTbl UCMOJIb30BaNIMCh OOLME 1 cnelmasnbHble
METOAbI NCCe0BaHWS, Cpean KOTOPbIX: aHaN3 U CUHTE3, CUCTEMHBIN 1 NMPOLECCHbIN MOAXOAbl, UHAYKUNA 1 AefyK-
umA 1 T. 4. Pe3ynbTtaTbl. HanoroBbil ayauT ABAAETCA BaXKHbIM HaMpaB/iEHNEM 1N COCTaBAIOLLEN YACTbIO HaNIOrOBOrO
KOHTpOsA. Ero 0CHOBHOE Ha3HauYeHne COCTOUT B obecrneyeHnmn KOHTPONA 3a cObMoAeHeM HOPM HaIoroBOro 3aKo-
HopaTenbCcTBa NPo ynnaTty Hanoros 1 cbopos. MNpobnema pa3BuTMA OpraHM3aLuy HaIOroBOro ayauTta B YKpauHe
COCTOUT B pa3paboTke KOMMIEKCHOrO CUCTEMHOTO MOAXOAA U CBA3AHHbIX C HAM METOANYECKUX PeLUeHUil, KoTopble
6b1511 6bl CNOCO6HBI CO3aTb YCNOBUA ANIA NX NPAKTUYECKON peanu3aumn. Ha »anb, BOnpocbl NPakTUKM UCNOMb30Ba-
HKA HaNOroBOro ayAuTa elle HeoCTaTOUHO M3yyeHbl. CerofHA OCHOBHbIE MPUHLUMBI 1 OCOBEHHOCTY NPOBEAEHNA
HaNoroBOro ayAunTa pacCMaTPUBAKOTCA OTEUECTBEHHbBIMY YUYEHbIMM B OCHOBHOM B TEOPETUYECKOI NoCcKoCcTu. Hecmo-
TPSA Ha CyLUeCTBOBaHVE METOANYECKNX PEKOMEHIALMI MO NPOBEpKe TOro WM MHOTO BuZa Hanora, cbopa, Apyroro
06A3aTeNbHOrO MNnaTeXa, KoTopble pa3paboTaHbl HATOTOBOW CNY»KO0W, BOMPOChl GOPMUPOBAHUS AOKA3aTENbHON
6a3bl, MOPAAOK MCMONb30BaHNA KOHKPETHbIX CMOCOOGOB Y MPUEMOB ayamuTa, UCTOYHMKA MHPOpMaumn 1 T.4. OCTa-
I0TCS1 BHE MOJIA 3peHVA Kak 3aKoHoAaTesel, Tak 1 yuyeHblX. HecMoTpsi Ha 3To, CerogHs MMEHHO HaNoroBbIV ayauT TOT
WNHCTPYMEHT, KOTOPbIV NMO3BOJNAET MAaKCUMASIbHO TOYHO M3YUNUTb 1 CHU3UTb HANTOTOBbIE PUCKU OpraHun3auunun. pyras
npobsema HanoroBoro ayauTa COCTOUT B TOM, YTO Ha 3aKOHOAATENIbHOM YPOBHE MOHATUE «HANOroBOro ayauTa» He
3aKpenneHo, COOTBETCTBEHHO OTCYTCTBYET 3aKOHOAATe/IbHOE onpefeneHre, KOTopoe NPUBOAUT K HEOAHO3HAaYHOMY
TPaKTOBaHWMIO €ro NOHATUA. Hanorosbin ayauT no3sosnsaeT obecneuntb 6onee adpdeKTBHOE NOCTYMNIEHNE HANIOTOB 1
C60pPOB B OIOAXKET CTPaHbl. XOTA Ha CeroaHAWHNI AeHb U NOBbLILWAETCA 3PPEKTUBHOCTb MEXaHV3Ma NPOBEAEHMA OTe-
YeCTBEHHOr0 HaNIOroBOro ayfinTa, HO PAAOM C 3TUM CYLLECTBYET pAg Npobnem, KOTopble HEOOXOAUMO PELLNTb C LieSiblo
obecrnieyeHnsa 6onee paLMOHaNbHOro NOCTYMNIEHNA HANIOTOB B GIOAKET COOTBETCTBEHHO K COBPEMEHHbIM YCIIOBUAM
CoLManbHO-3KOHOMUYECKUX 1 MONUTUYECKUX NPpeobpa3oBaHnii B YKpanHe. [1na fanbHenLero ycoBepLIeHCTBOBAHMSA
Ha/oroBOro ayanTa HEOHXOAMMO MCMONIb30BaTb HOBbIE, MPOrPECCHBHBIE METO/bI BNAHWA Ha MIATeNbLUMKOB, KOTO-
pble CNOCO6CTBYIOT MAaKCUMANIbHOMY OFPAaHUYEHUIO yYacTUs MaTesbLUMKa B HAJIOFOBOM MPOLIECCE U B YMEHbLLIEHUN
€ro NoTEHLUANbHOW BO3MOXXHOCTV MUHMMM3aLMM HAJTOTOBbIX 0653aTeNbCTB. [Ipakmuyeckoe 3HayeHue UCCneloBaHus
COCTOVWT B ONpefeneHny PEKOMeHIALNA A1 YCOBEPLUEHCTBOBAHMSA METOAMKIN OTOOPpa MaTeNbLUMKOB HAfIOroB s
NPOBEeAEHWNS HANIOrOBbIX MPOBEPOK. 3HAYeHUe/0pU2UHA/IbHOCMb. [oNyyeHHas B Xofe UCc/iefoBaHna MHGOpMaUMa o
METOAVKE MPOBEAEHWNSA HAJIOrOBOIo ayfiMTa MOXET OblTb MCMOSb30BaHa B NpoLecce AasibHEeNLWMX NCCeA0BaHUNA Ans
YCOBEPLLEHCTBOBaHNA HAaTOFOBOIO aAMUHUCTPUPOBAHNA.
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