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CURRENT STATE AND ISSUES OF TAXATION IN UKRAINIAN
FORESTRY

Creating acceptable conditions for the maintenance and restoration of
forestry is one of the primary tasks of the state for the purpose of sustainable
development of this sector and the development of the ecosystem of the country
as a whole. The purpose of the research is to identify features and urgent issues in
taxation of forestry enterprises, as well as to outline areas for optimizing the tax
policy of the state in relation to forestry enterprises. We have included the results
of analytical research related to the tax payments completed by the enterprises in
the forestry industry [1], studying the nature of the rent payments and their nature
[2], also the specificity of taxing the forest land and resource usage [3].

First of all, it should be noted that forestry enterprises are in the general
system of taxation and pay the taxes, duties and payments required by the Tax
Code of Ukraine [4]: 1) value added tax — 20 % from the sale of goods, works,
services; other income; 2) income tax — 18 % of the financial result of the forestry
enterprise (before taxation); 3) immovable property tax — 1-2,7 % of the
minimum wage on the area of the object of residential real estate; 4)

environmental tax — is paid in accordance with the class of hazardous pollutants
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per 1 ton; 5) land fee — 0.3-3 % of the normative monetary valuation unit of the
land area; 6) rent for the special use of forest resources — 10-15 % for the timber
harvested in the order of cutting of the main use, and / or timber harvested during
the implementation of certain measures; 7) the fee for the use of water resources —
72,25 UAH per 100 m?®. (Fig.1). Along with this, forestry enterprises transfer
taxes and compulsory fees to the budget, which are deducted from wages of
employees. These include: 1) personal income tax — 18 %; 2) military fee — 1,5

%.

Tax payments of Rates Tax Code of Ukraine
enterprises (TCU) rate
Rent for the special use of 10-15% Section IX, Article 256,
forest resources 257,258 TCU
Value added tax (VAT). N 20% Section Y, Article 193
TOTT
Income tax 18% Section III, Article 136
TCU
Fee for land 0,3-3% >| Article 247 TCU
Fee for using water 72.25 UHR per 100 Section IX, Article 255
resources m’ TCU
Ecological tax In the context of pollutants, Section YIII, Article 255
classes of hazard (hryvnias for TCU
1 ton) = |
Military tax 1,5% Section IX, Article 255
> TCU
Income tax 18% Section IX, Article 255
TCU
1-2.7% of the minimum
Immovable property tax wage on the area of the Section IX, Article 255
residential property TCU

Fig. 1. The main tax payments of forestry enterprises under the Tax Code of Ukraine
[1; 4]
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The forest land tax is levied as a rent for the special use of forest resources,
which is a specific tax for forestry. We will analyze the payment dynamics by
state enterprises of the State Agency of Forest Resources of Ukraine of this

specific tax in 2015-2018 period by budget type (Fig. 2.).
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Fig. 2. The dynamic of paying rent for using the forest resources by the enterprises of the

State Agency of Forest Resources of Ukraine between 2015-2018 y., UAH millions [5]

For the possibility of carrying out a critical analysis of the current tax
system in Ukraine concerning the activities of forestry enterprises, we will focus

on the existing types of taxes in the forestry industry of different countries (Table

).

Table 1
Taxation in forestry of different countries of the world
Countries
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1 | Land Tax - A - - -] -7
2 | Forest Tax T o I S I S I S B S I S I S e B
3 | Roundwood timber tax I I T O U U i U U IR IR (R 1
4 | Tax on the forest (at the root) I U I I I U IR R I A |
5 | Tax on forest heritage - + |+ |+ - |+ -l -1-1-16
6 | The license fee on the workpiece - - - - - - - - -2
7 Tax on lease contracts S S s S S I N S IR A BT B I )
8 | Natural resource tax - -] - - -] -6
9 Income tax from forest lands + | - - -]-]-1-|-1+]+]+|-13
10 | Tax on forest property e e
Total 1 1418551318141 ]1]1]1[X

Source: own development of authors with partial consideration of developments [6; 7]
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The largest number of taxes related to forestry has been recorded in
Canada. From the list of taxes, we can conclude that the basis for taxation in these
countries is mainly wood, logging, land and forest rights. It should also be noted
that the tax policy of most of the studied countries is constructed in such a way
that a significant part of the taxes received from the budget from the activities and
/ or use of forestry are directed to the reproduction of forests.

The rate of the new land tax on forest is from 0% to 5% of the normative
value of 1 ha of forest land. Setting a specific rate depends directly on the
decision of the city and village councils. However, when determining the rates of
this tax the specifics of forest resources should be taken into account.

The introduction of a new land tax on the forest will lead to a rise in prices
for wood and the stopping of forest reproduction in Ukraine, and can serve as a
number of negative impacts of the application of such a tax policy on forestry
(Table 2).

Table 2

Cause-effect relationship of accepted changes to the TCU regarding taxation
of forestry enterprises

Making changes to the TCU dated July 10,
2018

Consequences for forestry enterprises

The taxation of land that is in the stage of
establishing tree-stands (not including forest
crops, log cabins, gaps) or growing
plantations up to the age of 40, and in which
it is impossible to obtain timber suitable for
sale (it is more profitable to grow crops than
the forest)

increase in wood price to 1.5-2 times in the
market

increase of cutting intensity and influence on
forest quality

stopping the work of most enterprises in the
woodworking industry and forestry enterprises
due to the high cost of wood

Taxation of all protective forests of the
southern and eastern regions of the Steppe
and Forest-steppe zones, which for the last
three years are without budget support, and
the area of forest fires increases every year

a significant increase in the cost of maintaining
forests

reducing the quality of forests due to the
impossibility of restoring, preserving and
maintaining

The taxation of forests with limited forest use
— in reserves of regional and local
significance, other objects of the nature
reserve fund

increasing the risk of cutting intensity, which
negatively affects the conservation of forest
biodiversity and its qualitative composition

a significant increase in the cost of maintaining
hunting facilities

Source: is systematized according to the data of the State Forest Resources Agency of
Ukraine [8]

International Scientific Journal “Internauka” http.//www.inter-nauka.com/




International Scientific Journal “Internauka” http.//www.inter-nauka.com/

It should be mentioned that forestry is an independent form of economic
activity of the country, therefore it would be reasonable to study comprehensively

the features of activity and taxation of forestry enterprises.

References

I. Garasym P.,Klym N., Khomyak R. (2018) Features of Taxation of
ForestryEnterprises//«Economics, Entrepreneurship, Management», Volume 5,
Number 1, PP. 55-62. URL: http://science.lpnu.ua/sites/default/files/journal-
paper/2018/may/12797/180583maket57-64.pdf

2. Gharasym P.M., Klym N.M. (2018) Rentna plata za specialjne vykorystannja
lisovykh resursiv u bjudzhetnij systemi Ukrajiny [Rent payment for special use
of forest resources in the budget system of Ukraine] Proceedings of the
Finansovyj rynok: instytuciji ta instrumenty (Ukrain, Lviv, June 3-6, 2018)
Vydavnyctvo Ljvivsjkoji politekhniky. PP.26-28

3. Petro Harasym, Nadia Klym, Oksana Hrytsak. The taxation of subjects and
objects of forestry enterprises in Ukraine: features, mechanisms and outlook.
Informational and financial instruments for evaluation and management of the
company’s / Journal of Eastern European and Central Asian Research, 6 (2)
2019. PP. 309-318

4. Verkhovna Rada of Ukraine (2010). Podatkovyj kodeks Ukrai'ny [Tax Code of
Ukraine]. URL: http://zakon.rada.gov.ua/laws/show/2755-17

5. Derzhavna sluzhba statystyky Ukrainy (2018). Social'no-ekonomichnyj
rozvytok Ukrai'ny za sichen'-serpen' 2018 roku. URL:
http://www.ukrstat.gov.ua/operativ/infografika/2018/soes/ukr/sed/ser_08 2018

-pdf.

6. Len'o, R. V. Perspektyvni naprjamy vprovadzhennja zarubizhnogo dosvidu v
systemu upravlinnja lisovym gospodarstvom Ukrai'ny [Perspective directions
of introduction of foreign experience in forest management system of Ukraine].

URL: http://academy.gov.ua/ej/ej16/txts/12LRVLGU.pdf

International Scientific Journal “Internauka” http.//www.inter-nauka.com/




International Scientific Journal “Internauka” http.//www.inter-nauka.com/

7. Tolchanova, Z. O. (2008). Shljahy reformuvannja lisovogo gospodarstva
Ukrai'ny z urahuvannjam zakordonnogo dosvidu [Ways of reforming forestry
of Ukraine taking into account foreign experience]. Ekonomika Ukrai'ny, no. 7.
PP. 103-107.

8. Rentna plata za specvykorystannja lisovyh resursiv: osoblyvosti spravljannja u
2018 roci [Rent payment for special use of forest resources: features of

harvesting in 2018]. URL: https://news.dtkt.ua/taxation/common/47122

International Scientific Journal “Internauka” http.//www.inter-nauka.com/




