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THE IMPACT OF TAX POLICY ON FARM DEVELOPMENT 

 

Agriculture in Ukraine is one of the most powerful components of the national 

economy, which directly affects the gross domestic product, foreign exchange earnings 

and living standards in rural areas. Ensuring the progressive development and 

functioning of the agricultural sector and the growth of its competitiveness is 

impossible without a balanced tax policy of the state. Therefore, the issue of studying 

the efficiency and effectiveness of tax policy in the agricultural sector requires more 

and more attention at the moment. 

Taxes are known to be the main source of revenue for the state budget. In turn, 

their effective regulation has an optimal impact on the entities and distributes the tax 

burden evenly among them. Therefore, determining such an optimal level is one of the 

most important issues of Ukraine's tax policy, which will ensure not only full and 

complete budget revenues, but also fair and stimulating activity for entrepreneurs. 

Agri-taxation is an established state policy concerning the agricultural sector as a 

separate single industry and aimed at implementing the main mission of taxation, fair 

regulation of the industry and and to raise funds for the state budget. 

The practice of state intervention has made it possible to develop appropriate tools 

to influence the economy: direct and indirect methods of state regulation. 

According to the Law of Ukraine "On Farms", farms are a form of entrepreneurial 

activity, and therefore they should also be taxed in accordance with the law. 

Not only legal entities-agricultural producers, but also entrepreneurs-farmers can 

work in the 4th group, and they must meet the following requirements (sub-clause "b" 

of clause 4 of clause 291.4 of the Tax Code): 

- The members of such farms must be relatives and members of the same family, 

including: husband, wife, children, parents, brothers and sisters, relatives and cousins, 

grandparents, aunts and uncles, etc. (Article 3 of the CKU). 

- The head of a farm is determined by an agreement (declaration - used when one 

person establishes a farm) on the establishment of such a farm, and the head is the 

individual entrepreneur who is registered (part 3 of Article 81 of the Law of Ukraine 

"On Farms"). 

Farms, like all other agricultural producers, can operate under the general taxation 

system. That is, they can pay income tax or a single tax. This applies to those farms 

that are established with the status of a legal entity. 

As for farms that are registered as individual entrepreneurs, they can either be on 

the general taxation system or the simplified taxation system [1]. 

There are no specific taxation features for farms under this taxation system, as 
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they are subject to the same rules as legal entities. The tax payment procedure is set 

out in Article 134 of the Tax Code of Ukraine. The tax rate on profits is 18%. 

If the farm's income exceeds UAH 20 million, the income tax return is filed 

quarterly, if less - once a year. 

According to the second paragraph of subpara. 137.4.1 of the TCU, for the 

purposes of income taxation, enterprises whose main activity is the production of 

agricultural products include enterprises whose income from the sale of agricultural 

products of their own production for the previous tax (reporting) year exceeds 50% of 

the total income. 

Agricultural products (agricultural goods) are products/goods that fall within the 

definition of groups 1-24 of the Ukrainian Classification of Goods for Foreign 

Economic Activity, if such goods (products) are grown, fattened, caught, harvested, 

manufactured, produced, processed directly by the producer of these goods (products), 

as well as products of processing and processing of these goods (products) if they were 

purchased or produced on own or leased facilities (areas) for sale, processing or internal 

consumption. Thus, agricultural products must be produced in-house. Or it may be a 

product of processing of own agricultural products, provided that the processing was 

also carried out on own, at own or leased facilities. Thus, products processed from own 

agricultural products processed on a tolling basis will not qualify as agricultural 

products. 

Total income is all income received by an agricultural enterprise. In accounting, 

income is recorded in class 7 accounts. For example, sales revenue is recorded in 

account 70 "Sales revenue". Other operating income is recorded in account 71, and so 

on. But in the end, all income is credited to account 79. Thus, the total amount of 

income of an agricultural enterprise is reflected in the credit of account 79, excluding 

the amount of the posting Dt 44 Kt 79, if such a posting took place. 

If an agricultural enterprise plans to switch to a special annual period from 

01.07.2023, it shall file a regular income tax return for the first half of 2023, without 

marking field 9 "Special notes" of the Declaration of affiliation with an agricultural 

producer. It submits a semi-annual declaration, even if it was on the regular annual tax 

period and submitted a declaration once a calendar year. Along with this, we believe 

that an agricultural enterprise should file an addendum to the declaration. In this case, 

at the end of the declaration, they should tick the box "Availability of an addendum", 

as well as put the number of the addendum and write the contents of the addendum. 

It is clear that in this case, the agricultural enterprise will no longer submit a 

declaration for the reporting period 2023, for 9 months of 2023. It will submit a 

declaration for a special annual reporting period - from 01.07.2023 to 30.06.2024. In 

such a declaration, it will already be necessary to put a mark in field 9 "Special notes" 

on belonging to an agricultural producer. 

According to subpara. 298.2.2 of the TCU, single tax payers may independently 

abandon the simplified taxation system in connection with the transition to the payment 

of other taxes and fees specified by the TCU from the first day of the month following 

the tax (reporting) quarter in which the application for abandonment of the simplified 

taxation system in connection with the transition to the payment of other taxes and fees 
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is submitted. The application must be submitted no later than 10 calendar days before 

the beginning of the new calendar quarter (year) (see subpara. 298.2.1 of the TCU). 

Along with the application, we recommend that you send a letter to the tax authority 

stating that the agricultural enterprise has chosen a special tax period. Otherwise, the 

tax authorities will not have information about the choice of such a period. And the 

agricultural company may have problems with reporting. Thus, if an agricultural 

enterprise planned to switch to paying income tax and at the same time to a special 

period from 01.07.2022, it had to submit an application by 19.06.2022. If it did not do 

so in time, it will be able to switch only next year, from 01.07.2023, by submitting an 

application by 18.06.2023. 

If an agricultural enterprise was a Group 3 STS, 5% tax rate, non-VAT payer, it 

is necessary to check whether it is not required to register as a VAT payer in connection 

with the transition to the CPT. The obligation to register arises if, within the last 12 

months prior to switching to the CPT, the total amount of transactions for the supply 

of goods/services subject to taxation exceeds UAH 1 million (clauses 181.1, 183.4 of 

the TCU). In other words, if an agricultural enterprise switches to paying income tax 

from 01.07.2023, the volume of supplies should be checked for the period from July 

2022 to June 2023 inclusive. To register as a VAT payer, you must submit a registration 

application no later than the 10th day of the first calendar month in which you switch 

to paying income tax. According to our example, no later than 10.07.2023. However, 

if the threshold of UAH 1 million is not reached, it is not necessary to submit an 

application and register as a VAT payer. 

If a special annual tax period is chosen, financial statements must be submitted 

together with the corporate income tax return (see clause 46.2 of the Tax Code): for the 

first half of the previous reporting year, for the previous reporting year and for the first 

half of the current reporting year. In addition, there will be peculiarities in determining 

the financial result before tax. According to subpara. 134.1.1 of the TCU, such result 

is calculated by reducing the financial result before tax for the previous reporting year 

by the financial result before tax for the first half of such year and increasing it by the 

financial result before tax for the first half of the current reporting year. 

The new tax system will contribute to a significant legalisation of business, but in 

the context of fundamental changes in the mechanisms of the State Tax Service, there 

is a risk of financial destabilisation of companies. Increased fiscal pressure as a result 

of increased tax revenues to the State Budget of Ukraine is a concern for the business 

sector. In our opinion, the proposed view, the reform measures proposed by the 

Ukrainian government measures proposed by the national government entail primarily 

burdensome consequences for business rather than positive consequences [2]. 

It is through fiscal policy and special tax regimes that the state can influence the 

development of entrepreneurship, including small businesses, and increase its 

contribution to the development of Ukraine's economy. 

Further development of the tax system for small businesses should include the 

creation of the following institutional entrepreneurship should include the creation of 

institutional conditions that Increase taxpayers' trust in fiscal authorities, improve the 

conditions for business environment and reduce tax pressure and regulatory burden in 
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the in the field of taxation [3]. 

But the biggest disadvantage of the Group 4 single tax is that it is not tied to the 

performance of the agrarian sector, a sector of the economy with high risks. Therefore, 

it is beneficial for highly profitable farms or for those farms or for those who have a 

small amount of land to farm. a small amount of land. 

Taxation is regulated by the Tax Code of Ukraine, and the company is not subject 

to When conducting its business activities, the company cannot deviate from the 

articles of the of the Tax Code and create its own principles. In order to improve 

accounting for taxation, it is necessary to analyse the taxation, it is necessary to analyse 

the company's activities and, based on this analysis on the basis of this analysis, based 

on the existing articles of the TCU, to choose the right form of of taxation. 
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