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The Essence of Corporate Income Tax

Abstract: Taxes are one of the main sources of financing for government activities, as well as an economic
tool that serves to implement the priorities of the state. Taxes perform two functions: fiscal and
regulatory. Both functions are interconnected and interdependent, and neither should be developed at
the expense of the other. As a category of the economy, a tax is a mandatory payment that the state
collects from both individuals and legal entities. The importance of profit has increased with the transition
of the Russian Federation’s economy to a market economy. Profit is a generalized indicator of the
financial results of economic activity, determined by the difference between the revenue from the
activities of the farm and the losses incurred. The study’s relevance is due, on the one hand, to the great
interest in the topic of corporate income tax in modern science, and on the other hand, to its insufficient
claboration. Consideration of issues related to this topic has both theoretical and practical significance.
The study object is the income tax. The study subject is the taxation of corporate profits. The study aims
to examine the content and role of income tax in the tax system of the Russian Federation. The
methodological basis of the study is scientific, general scientific methods such as analysis, synthesis, etc.
The study’s theoretical basis was Russian scientists’ works taxation. The author concludes that the main
task of the tax authorities is to monitor compliance with tax legislation, the correctness and completeness
of tax calculations and mandatory payments, and timely payments to budgets of various levels of the
Russian Federation.
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Iloanra Baaanmuposaa HasumoBa, cryaent 4 xypca, PakyAbTET IIOATOTOBKH CIICLIHAAMCTOB AASL
CyAcOHOIT crucremer, Poccuiickuii rocyAapcTBeHHbIN yHIBEpcHTET HpaBocyaus. Caukr-IlerepOypr,
Poccus.

Hayuubsni pyxopoanreas: Huna Hukoaaepna I'oHTaph, KAHAMAQT JOPUANYIECKUX HAYK, AOLICHT
kadeaper, Poccutickuii I'ocyaapersennsiii yausepceurer mpasocyaus. Caukr-IlerepOypr, Poccus.

CymHocTs HaAOra Ha IPUOBIABL OPraHU3 AU

AnnoTtanua: AKTyaABHOCTb HCCACAOBAHNA OOYCAOBACHA, C OAHOM CTOPOHBI, OOABIINM HHTEPECOM K
TeMe HAAOTA Ha IPHOBIAb OPTAaHH3AIIMH B COBPEMEHHOI HAyKe, C APYTOH CTOPOHSBI, ¢€ HEAOCTATOYHOIT
paspaboTaHHOCTBIO. PaccMOTpeHHEe BOIIPOCOB, CBA3AHHBIX C AAHHOH TEMATHKON, HOCHT Kak

TCOpCTI/I"ICCKyIO, TaK M HpaKTI/I‘ICCKyIO 3HAYUMOCTE. OOBEKTOM HNCCACAOBAHHA ABAACTCA HAAOI Ha
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IpHOBIAB. [IpeAMETOM HCCAEAOBAHUS SIBAAETCA HAAOTOOOAOKCHUE IIPUOBIAM Opranusarmi. Ileapro
HCCACAOBAHIS ABASCTCS U3YICHHUE COACPIKAHISA M POAM HAAOTA HA IPHOBIAB B HAAOTOBOI cucreme PO.
MeTOAOAOrMIECKON 0a30M HCCACAOBAHUS SBASFOTCS HAYYHBIC, ODINCHAYYHBIC METOABL, TAKHE KAK
AHAAM3, CHHTE3 U T.IL TeopeTnaeckoil 6a30# MCCACAOBAHUS IIOCAYKUAU TPYABL OTCUECTBECHHEIX YICHBIX
B OOAACTH HAAOTOOOAOMKEHHA. ABTOP ACAAET 3AKAIOYMECHIE, YTO TAABHOM 3aAadeil HAAOTOBBIX OPIaHOB
SBASCTCS KOHTPOABb 34 COOAIOACHHEM HAAOIOBOIO 3aKOHOAATEABCTBA, IPABHABHOCTD H IIOAHOTA
HCYUCACHUI HAAOTOB M ODS3aTCABHBIX ITAATCHKCH, CBOCBPEMECHHOCTBIO YIIAATEL B OFOAKCTHI PA3AMYHBIX

yposreii Poccniickoit ®eaeparum.

KArogeBere cAOBa: HAAOT Ha IPHOBIAB, HAAOT HA AOOABOYHYIO CTOHMMOCTb, HAAOI Ha IIPHOBIAB,
HAAOTOBBII KOAEKC.
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Abbreviations:

MET is a mineral extraction tax,
R&D is research and development,
SEZ is a special economic zone,

UTII is a unified tax on imputed income,

VAT is value-added tax.

Introduction

Taxes are one of the main sources of financing for government activities, and they are an
economic tool that serves to implement the priorities of the state. Taxes perform two functions:
fiscal and regulatory. Both functions are interconnected and interdependent, and neither should
be developed at the expense of the other. As a category of the economy, a tax is a mandatory
payment that the state collects from both individuals and legal entities. The importance of profit
has increased with the transition of the Russian Federation’s economy to a market economy.
Profit is a generalised indicator of the financial results of economic activity, determined by the
difference between the revenue from the activities of the farm and the losses incurred.

Taxes have always been important for government activities. Today, taxes are a revenue part
of the state budget and a tool for regulating the economy and the social sphere. By using taxes,
the state influences the distribution of income. The developing non-governmental sector of the
economy and the reduction of the sphere, directly regulated by the state itself, influenced the
increasing role of taxation in the Russian Federation as a tool for regulating economic policy.

Having emerged together with the state, the tax system develops along with it. Taxes are
one of the necessary links in economic relations in society. The state uses the tax mechanism to
effectively influence public production, the dynamics of development and activity, the structure,
and the state of scientific and technological progress. When the form of the state structure
changes, the tax system is transformed along with it. History has long known that when taxes
were too high, the total amount of revenue to the treasury fell sharply, and when taxes were low,
the collection amount increased. Both effects are the result of a certain state taxation policy and
conditions.

Combining all the categories mentioned above into one will yield one of the types of taxes

with, which the state tax system performs peculiar functions—it is the corporate income tax.



The study’s relevance is due, on the one hand, to the great interest in corporate income tax
in modern science and, on the other hand, to its insufficient elaboration. Consideration of issues
related to this topic has both theoretical and practical significance.

The study object is the income tax.

The study subject is the taxation of corporate profits.

The study aims to examine the content and role of income tax in the Russian Federation’s
tax system.

To achieve the purpose, it is necessary to solve the following tasks:

—  study the economic content and significance of income tax;
— investigate the role of income tax in budget revenues at different levels of the Russian

Federation;

— consider the characteristics of the main elements of income tax;

— investigate the specifics of calculating and collecting income taxes.
The methodological basis of the research is scientific, general scientific methods such as
analysis, synthesis, etc.

The study’s theoretical basis was Russian scientists’ works on taxation.
Results
The Theoretical Foundations of Income Tax in the Russian Federation’s Tax System

Economic Content and Significance of Income Tax

Taxes are one of the many ways the government influences the economy.

In market relations, the tax system is one of the most important economic levers of
influence; it is the basis of the financial and credit mechanisms the state uses to regulate the
economy. The state widely uses tax policy to regulate negative market phenomena.

Income tax is a direct tax, the amount of which directly depends on the final financial results
of the organisation. This tax is charged on the difference between income and expenses. It is
also a federal tax. The base rate is 20%. Of this amount, 3% is allocated to the federal budget,
and the remaining 17% is allocated to the regional budget. Companies make payments in advance
every year and submit corporate income tax returns. Companies that have switched to a special
regime do not pay income tax.

For further study and clarification of income tax, you should know that there is a “tax” in
the broadest sense of the word. A tax is a mandatory, gratuitous individual payment levied by
state authorities from legal entities and individuals in order to financially support the activities
of the state or subjects of the Russian Federation (Bondareva et al., 2023).

In the period from 1984 to 1990, Russia underwent a change in distribution from
discretionary, in which officials distributed profits between enterprises and the country’s budget,
to the tax system. The current system was becoming what it is now, acquiring its characteristic
features and clear, unchangeable rules for the distribution of funds. In 1990, corporate revenues

allocated to the budget were replaced by a single income tax rate for all. At that time, the base



rate was set at 45%, of which 23% was allocated to the federal budget, and the remaining 22%
to local budgets.

The income tax, introduced in 1991, was calculated from the actual results of the
organisation’s activities over the past quarter. There was also an advance payment, which helped
to balance tax revenues to the budget over time and partly manipulated possible inflation, which
is a depreciation of the funds received by the tax for the period between the payment of the tax
and its receipt into the budget.

In 1991, the income tax had a progressive scale, depending on product profitability. This
approach to taxation artificially reduced investment in many sectors of the economy, distorting
decision-making about investing in industries. In practice, this type of taxation was little used
(Semenova, 2024).

In addition to the progressive tax scale, the legislation provided for manipulating the tax
pricing process. The introduced maximum profitability level for some types of products was
used to prevent price increases for industrial and technical goods due to the transition from
administratively controlled prices to negotiated prices.

Profits received above this level is worth withdrawing, but accountants’ methods allowed
organisations to quickly eliminate unexpected differentiation in the profitability of specific
products they produce.

By the end of 1991, Russia had passed an income tax law setting the income tax rate at 32%.
Most of the provisions did not differ much from those in force earlier. The main difference was
the progressive nature of the scale and the taxation procedure, due to the profitability above the
norm.

The main feature of income tax in Russia is that a large number of types of expenses were
not included in the cost list due to restrictions, such as current and capital expenditures. In this
regard, only a part of the company’s costs were taxed. The result of such taxation was the
adjustment of decisions on the size of the company’s output and the amount of investment.

Technically, it is impossible to eliminate all economic costs from the tax base. At the same
time, restrictions were introduced in the Russian Federation, and even when estimating the costs
was difficult, the withdrawal of one’s benefits remained unlimited.

Taxes differ from duties in that the collection of the latter is not gratuitous, but is a condition
for certain actions to be performed against their payers.

The Russian Federation’s Tax Code regulates tax collection. The state’s tax system is formed
by a set of established taxes and the principles, forms, and methods of their establishment.

A tax is understood as the forced withdrawal by state tax structures of funds from
individuals and legal entities necessary for the state or subjects to perform their functions.

Federal taxes include income tax, the leading direct tax for legal entities. The taxable object
is an organisation’s gross profit, reduced or increased according to regulations.

Gross profit is the amount of profit or loss from the sale of products, work or services
provided, fixed assets, other assets of the enterprise and income from non-operating operations,
reduced by the amount of lost funds for these operations. Profit or loss from the sale of
products, works or services provided by an organisation is calculated as the difference from

revenue minus the sale of products, works or services provided by the organisation, except VAT



and excise taxes, as well as production and sales expenses included in the cost of products, works
or services provided by the organisation.

A full calendar year is a tax period for income taxes. The first quarter, the first half, and the
first nine months of the calendar year will be the reporting periods. For taxpayers who make
advance payments every month, the accounting periods will be one month, two, three, and so
on until the end of the calendar year.

Based on the results of the reporting period, the taxpayer determines the amount of tax
corresponding to the tax rate and the percentage of the tax base. Payers calculate the amount of
the advance payment at the end of the reporting or tax period, based on the rate and taxable
profit, calculated on an accrual basis from the beginning of the period to the end.

Currently, income tax in the Russian Federation provides large profits to the federal budget
and the budget of the constituent entities of the Russian Federation, being one of the most
significant taxes. It also allows you to regulate macroeconomics and redistribute income, making
it an effective tool. There is a huge potential in income tax, which can influence the distribution
of resources between regions. The issues arising from it, due to the fact that it is one of the
largest payments, have significant weight for enterprises and the state (Advokatova et al., 2024).

The legislation dealing with taxes is notable for its frequent changes and mobility. Due to
the large number of adopted legislative acts, instructions, and other documents related to the
calculation of income tax, there is a need for improvement. Due to their huge number and the
differences between them, the number of violations in the calculation and payment of income

tax is increasing.

The Role of Income Tax in the Revenues of Budgets of Different Levels of the
Russian Federation

Corporate income tax is the most important source of revenue for regional budgets, and
the effectiveness of government fiscal measures on economic activity in the country depends on
the effectiveness of its collection mechanism. Since the income tax is budget-forming, its fiscal
nature and purpose as a means of financial support for the activities of the state are indisputable.
The role of corporate income tax in the revenues of the budget system of the Russian Federation
is quite significant: it ranks third after VAT and MET. Its role in the formation of the revenue
base of the budgets of the constituent entities of the Russian Federation is also high.

The corporate income tax is a tax on the financial result, formed in accounting upon the
fact that the organisation has performed all economically significant actions in the past period.
At present, profit occupies one of the important places in the market economy’s general system
of value instruments. It ensures the company’s economic stability and guarantees its financial
independence and completeness. In the traditional sense, profit is the most significant and
practically the only indicator of the success of an enterprise and its good management. The
analysis of scientific views on the nature of profit made it possible to summarize its main
characteristics, reveal the content of its functions (stimulating, reproductive and control) and
formulate a position on the place and role of profit in the modern market economy.

In particular, Professor B.H. Aliyev, noting the role of corporate income tax, indicates its
leading fiscal importance in the formation of budget income, both federal (40%) and regional
budgets (45%).



Professor G.B. Polyak notes the important role of corporate income tax in forming
territorial budgets. During the study period, the share of income tax in regional budget revenues
was about 30%.

In many works presented in economics, the main focus is on the dual nature of profit (the
source of reproduction and the purpose of entrepreneurial activity), as well as the fact that in
modern conditions profit has begun to act as a link in the mechanism of coordinating the
interests of individual entrepreneurs and the state as a whole. In addition, the social role of profit
is increasing in a market economy, as it becomes the most important source of meeting the social
needs of society and the enterprise. The place of profit in the modern economy is presented in
the Appendix (Table 7).

Income tax is one of the main modern forms of tax exemption. It occupies a special place
in tax systems, as it directly reduces exactly what, by definition, is the purpose of entrepreneurial
activity. The corporate income tax is the tax with which the state can most actively influence the
development of the economy. The income tax has the most significant regulatory impact on the
activities of business entities compared to other taxes. Through the use of differentiated tax rates
for individual taxpayers and types of income, the provision of targeted benefits (for the
development of R&D, capital construction, technical re-equipment, employment of disabled
people, charity), the use of accelerated depreciation methods, income tax can quickly affect the
activities of organisations, stimulate investment and innovation processes in the economy. By
distributing the tax rate between the levels of the budget system, regional aspects of the state’s
economic policy are implemented (INzkitin, 2022).

Income tax belongs to the group of direct and proportional taxes. It occupies a leading place
among the revenue sources of regional budgets and is used in the Russian practice of regulating
inter-budgetary relations. The mechanism of distribution of income from corporate income tax
between budgets of different levels of the budget system is contained in the system of rates of
this tax. According to Article 284 of the Tax Code of the Russian Federation, the corporate
income tax rate is set at 20%.

At the same time:

(1) the amount of tax calculated at the tax rate of 3% is credited to the federal budget.;
(2) the amount of tax calculated at the tax rate of 17% is credited to the budgets of the subjects
of the Russian Federation.

The fiscal value of corporate income tax remains relatively high in the revenue structure of
the Russian Federation’s consolidated budget. According to Professor L.L. Igonina, despite the
general trend of strengthening Russian enterprises’ financial condition, a high proportion of
unprofitable organisations remains in the country’s economy.

In contrast to developed economies, where companies finance 70-80% of the investment
resource needs from their sources, Russia’s total share of its financial sources is significantly
lower. The share of profit and depreciation charges in the structure of sources of financing
investments in fixed assets is 39-42%.

Despite its significant role in forming regional budget revenues, the mechanism of corporate
profit taxation needs to be improved in order to increase its fiscal component and stimulate the

investment activity of enterprises and organisations.



The main objectives of income tax reform are to expand the tax base by legalizing a
significant portion of the income of entrepreneurs in the shadow economy, attracted by low-
income tax rates. And ultimately, this should lead to an increase in budget tax revenues, i.e., to
maximise this tax’s fiscal function.

The main reserves for increasing the income base for corporate income tax are the
following:

(1) overall improvement of the business and investment climate, the socio-economic situation
in the region, and an increase in the investment activity of organisations;

(2) improving the financial situation of low-profit enterprises;

(3) toidentify and prevent the use by taxpayers of illegitimate mechanisms for reducing the tax
base and generally increasing the tax discipline of organisations. The primary way to illegally
reduce the income tax base is to artificially underestimate an enterprise’s profitability.;

(4) increasing the validity of income tax benefits provided (planned to be provided), considering
their economic, budgetary and social effectiveness;

(5) optimisation of the tax control process, involving quantitative and qualitative improvement
of tax audits and improvement of taxpayers’ activity supervision.

According to I.V. Karavaeva, “assessing the overall situation in the Russian tax system with
the change in the procedure for collecting income tax, it is worth noting that the decision taken
carries both positive and negative potential for the domestic economy. On the one hand,
minimizing the tax rate is in line with a promising direction for developing global tax practice,
and is an attempt to stimulate the process of legalising significant amounts of profits in the
shadow economy. On the other hand, the elimination of tax benefits means nothing more than
the deprivation of the regulatory function of Russian tax policy in the investment sphere, the
rejection of tax methods to stimulate and regulate investment entrepreneurial activity.”

With the help of taxes, the state can create favorable and attractive conditions for certain
business areas. At the same time, tax suppression of other sectors of the economy should not
be allowed. In this regard, underestimation and overestimation by the state of the social
importance of certain industries is unacceptable, since otherwise, freedom of competition and
the principle of fairness are inevitably violated. Income tax, as a tax that reduces the profits
remaining at the disposal of enterprises, is one of the most complex instruments for regulating
the activities of enterprises. Therefore, the study of various opinions on the role of benefits and
income tax rates as the main elements of regulating the activities of enterprises is of great
importance for further assessing the prospects of tax in the Russian taxation system (Maksurow,
2024).

The existing Russian system of approaches to taxation of profits and calculations of a
specific income tax has acquired specific features: the complexity of calculating the tax base, the
presence of a number of broad-based inaccuracies in legislation that provoke a negative financial
effect; an extensive tax base, respectively, is taxed not on the profit received by the enterprise,
but on a certain “conditional income,” since the enterprise According to the current Russian
legislation, it cannot deduct from taxation all expenses related to the extraction of income. The
most significant goal of improving the fiscal mechanism of income tax is to ensure the budget’s

socially and economically necessary tax revenues.



Expenses related to the acquisition, creation, reconstruction, modernisation, and technical
re-equipment of depreciable property related to mobilisation capacities will be considered when
forming the corporate income tax base through the depreciation mechanism. Other expenses
(of a non-capital nature), including the cost of maintaining facilities and facilities necessary for
the implementation of the mobilisation plan, are subject to one-time accounting as part of non-
operating expenses. At the same time, the regulation on the procedure for applying the increasing
coefficient to the basic depreciation rate for facilities used in an aggressive environment and/or
increased shift capacity has been clarified. For this purpose, an amendment was made to the
Code, according to which a special coefficient, but not higher than two, can be applied to fixed
assets used for work in an aggressive environment and/or increased shifts, only if these facilities
were registered before January 1, 2014.

At the same time, further improvement in corporate profit taxation is necessary. One
significant goal in this direction is to replenish the budget with the necessary tax revenues to
solve social and economic problems. The tax rate is the main tool for influencing the increase in
income from income taxes.

Russia’s income tax rate of 20% is one of the lowest in the world compared with other
countries. This tax is progressive in many countries, and its rate depends on profitability. It serves
as an effective tool to stimulate small businesses and allows them to withdraw sufficient budget
revenues from the excess profits of large corporations.

When improving corporate income tax, analysing the validity and effectiveness of
established tax benefits and taking measures to optimise them is necessary. Budgets of different
levels receive less revenue due to the tax benefits and exemptions established by federal law. If
the reasons for the insufficient or low economic or social effect of granting tax exemptions are
not analysed, canceling tax preferences will continue. This is how the fate of the tax benefits
granted to small businesses in the eatly years of the Russian tax system was decided, when they
received preferential income tax rates in the first four years of their operation. Perhaps it would
be more expedient not to cancel this benefit altogether, but to prescribe specific conditions for
its receipt and use? For example, the percentage of released profits established by law is allocated
to innovations, capital investments, R&D, etc.

The expansion of the economic rights of the subjects of the Federation urgently requires
the formation of an active regional tax policy aimed at optimally combining the interests of the
Federation and its subjects. The federal authorities of the Russian Federation have wide
opportunities to influence the regional economy and the investment sphere by regulating tax
conditions, introducing additional tax incentives to attract investment in priority areas of the
region’s economy, providing an investment tax credit, initiating the creation of free economic
zones or the most-favored-nation regime in the region, etc. Regional authorities should have
similar rights and opportunities in forming genuine economic and tax federalism in the Russian
Federation (I asyutin, 2023).

Implementing the entire range of proposed measures will make it possible to solve most of
the key problems of the corporate profit taxation mechanism, and will increase the revenue base
of regional budgets. In modern conditions, as you know, the tax system is designed to solve not
only fiscal problems, but it should also contribute to the development of entrepreneurship,

solving investment, economic, socio-cultural, environmental and other tasks.



Analysis of the Current Procedure for Calculating Corporate Income Tax

Characteristics of the Main Elements of the Tax

Organisations have applied the income tax since January 1, 1992, which is valid everywhere
in Russia. Tax payments on it go to the country’s budget at various levels: to the federal budget
and to the budgets of the constituent entities of the Russian Federation.

It is necessary to consider the main elements of this tax and give a description.

Taxpayers of income tax, according to Article 246 of the Tax Code of the Russian
Federation, “are Russian organisations and foreign organisations operating in the Russian
Federation through permanent representative offices and (or) receiving income from sources in
the Russian Federation.” (The Tax Code. .., 2000)

“The object of corporate income tax is the profit earned by the taxpayer.” (Ifyin, 2027)
Profits can be obtained from the sale of products, the sale of goods, the performance of works,
the provision of services, and income from non-sales operations, reduced by the expenses for
these operations.

At the same time, profits for different categories of taxpayers may vary, respectively, and
the object of taxation (income) will be different. There are rules for attributing income to a
taxpayer’s profit for income tax purposes (Table 7).

The Tax Code regulates the procedure for recognising income and expenses for tax
accounting purposes, which often differs from the procedure adopted in accounting. Therefore,
enterprises usually keep both accounting and tax records.

It is necessary to define tax accounting. “Tax accounting is a system of summarising
information for determining the tax base based on data from primary documents grouped
according to the procedure provided for by the Tax Code of the Russian Federation.” (The Tax
Code. .., 2000)

Tax accounting at the enterprise must be conducted in accordance with the accounting
policy of the organisation for taxation, which must be specifically approved for these purposes.

The object of taxation must have cost, quantitative, or physical characteristics. The tax base
is determined on an accrual basis from the beginning of the year.

Taxpayers’ organisations calculate the tax base based on the results of each tax period, based
on data from accounting registers.

A taxpayer has the right not to pay tax based on the results of the tax period when a loss is
received during this period, resulting in a negative difference between income and expenses. In
this case, the tax base is considered to be zero.

“Taxpayers who suffered a loss in the previous tax period have the right to reduce the tax
base of the current tax period by the entire amount of the loss they received or by a part of such
amount, that is, to transfer the loss to the future.” (The Tax Code..., 2000)

It is also worth noting that previously, organisations could only advance losses for 10 years.
From January 1, 2017, the amount of the loss can be advanced for all subsequent years, not just
for ten years. Losses can now be written off until they are fully repaid. Only losses incurred in

more than one tax period are advanced in the order in which they were incurred. As a



confirmation of the fact of receiving a loss, the taxpayer must keep the relevant supporting
documents for the entire period during which they reduce the tax base.

The tax base is calculated by the organisation independently and must contain the following
data:

e the period for which the tax base is determined (from the beginning of the tax period on an
accrual basis);

e the amount of sales income received in the reporting (tax) period;

e the amount of expenses incurred in the reporting (tax) period, reducing the amount of
income from sales;

e  profit (loss) from sales;

e the amount of non-operating income;

e the amount of non-operating expenses;

e profit (loss) from non-operating operations;

e total tax base for the reporting (tax) period;

e the amount of the loss transferred from previous tax periods, and reducing the tax base;

e the total tax base for the reporting (tax) period, minus the corresponding amount of loss.

(The Tax Code. .., 2000).

Thus, based on tax accounting data, organisations determine the tax base independently for
each accounting and tax period.

The tax period is the period after which the tax base and the amount of tax to be paid are
calculated. The tax is defined as the percentage of the tax base corresponding to the tax rate.
The tax period for all groups of taxpayers is one calendar year.

The accounting period is the period after which advance payments are made. It is either a
quarter (three calendar months) for taxpayers, or “taxpayers have the right to switch to
calculating monthly advance payments based on the actual profit to be calculated.” (The Tax
Cod. .., 2000)

The accounting periods for taxpayers who calculate monthly advance payments based on
the actual profit received are one month, two months, three months, etc., until the end of the
calendar year.

It is important to emphasize that when switching to the mode of making advance payments
based on actual profit, this is fixed in the organisation’s accounting policy for the next tax period.

According to Article 284 of the Tax Code of the Russian Federation, the income tax rate is
20%, except for some exceptions. At the same time, 3% of accrued corporate income tax is paid
to the Federal Budget, and 17% is transferred to local budgets of the Russian Federation.

The legislation establishes that the tax rate that goes to the budget of the subjects of the
Russian Federation may be set lower for certain categories of taxpayers by the laws of these
subjects of the Russian Federation.

In addition, there is a preferential rate of zero percent. This rate can be used by medical and
educational institutions (if these institutions comply with Russian Federation legislation)
(Bushinskaya, 2022).

For tax purposes, the income of an organisation can be divided into two groups:

(a) income that is considered when taxing profits:
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e income from the sale of products (goods, works, services),

® non-operating income.
(b) income that is not accepted for tax purposes.

Income is considered an economic benefit in monetary or physical terms, but not every
economic benefit will be recognised as income. To do this, according to Chapter 25 of the Tax
Code of the Russian Federation, the following conditions must be met: it was received in
monetary terms or other property, its size can be estimated, and other rules of Chapter 25 of the
Tax Code of the Russian Federation are observed.

The taxpayer has the right to reduce the income received by the amount of expenses
incurred. Expenses are justified and documented expenses that relate to the organisation’s
ongoing activities.

By analogy with income, expenses in tax accounting are also divided into expenses related
to production and sales and non-operating expenses. There are also expenses that the
organisation does not consider when taxing profits.

Expenses related to production and sales are classified as follows: material costs are the type
of costs that form the cost of production, such as materials, raw materials, fuel and other
resources.

Labour costs include all types of remuneration in cash and/or kind. These include incentive
charges and allowances, compensation charges, bonuses, one-time incentives, and other
expenses.

Depreciation charges are the taxpayer’s expenses on depreciable property. Depreciable
property is defined as property owned by the entity, used by the entity to generate income, and
for which the cost is recovered through depreciation.

Non-operating costs include expenses related to the production process, which the groups
listed above do not recognise.

“There are two income and expense recognition methods—the accrual method and the cash
method, each of which has advantages and disadvantages. With the accrual method, the
organisation considers income and expenses in the period they occur, regardless of the actual
cash flow in the account or the cash register. With the cash method, income and expenses are
accounted for on the date of receipt or withdrawal of funds. However, the cash method can only
be used by those organisations whose sales revenue, excluding VAT, for the previous four
quarters did not exceed one million rubles on average for each quarter.”

Article 287 of the Tax Code of the Russian Federation describes in detail how and in what
otder to pay income tax. It also indicates the exact dates for transferring the amount of tax and
advance payments to the budget.

Thus, the year-end tax should be paid no later than filing the tax return, no later than March
28 next year.

However, the deadline for making advance payments based on the results of the reporting
periods depends on how the organisation calculates the advance payments. If a quarter is
recognised as an organisation’s reporting period, then the quarterly advance must be transferred
by the 28" day of the following month.
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Sometimes, the company pays monthly payments in addition to the quarterly advance. The
otganisation will then pay more monthly advance payments within the quarter until the 28" of
the following month.

At the same time, monthly advances paid are credited to the quarterly advance, and quarterly
advances are credited to the tax for the year. The same organisations that pay advances based on
actual profits transfer them no later than the 28th day of the month following the one on which
the tax is calculated.

Taxpayers must submit tax returns after each reporting and tax period (Maksurov, 2024).

Quarterly reports are submitted to the tax authority at the place of registration of the
enterprise no later than the 28th day of the month following the reporting one, and the annual
declaration is submitted no later than April 28.

The Specifics of Calculating and Collecting Taxes
Income tax is calculated according to the following basic formula:
T; = Ty xT,,
where
T, is income tax base, ruble;
T; is income tax rate, ruble.

The monetary value of profit is called the tax base. As a general rule, profit is income earned
minus expenses incurred. Profit is determined on an accrual basis from the beginning of the tax
period. The base is determined at a total rate of 20%.

If the rate is different, then the tax base is calculated differently. According to them, the
taxpayer keeps separate records of income and expenses. Accounting for income and expenses,
as well as calculating the financial result of transactions that are accounted for in a special
manner, are performed separately. For example, special features are provided for banks,
insurance companies, and professional securities market participants to determine the tax base.
These features are prescribed in Articles 290-299 of the Tax Code.

Taxpayers who use special tax regimes do not consider income and expenses related to such
regimes when calculating the tax base. Gambling business organisations and organisations that
have switched to the Unified Tax System keep separate records of income and expenses.

The calculation of the tax base is performed by the organisation independently based on tax
accounting data on an accrual basis from the beginning of the tax period and must contain the
following data:

(1) the period for which the tax base is determined (from the beginning of the tax period);
(2) the total amount of sales revenue that was received in the reporting (tax) period;

(3) aset of expenses that reduce the amount of revenue from sales;

(4) profit (loss) from sales;

(5) the amount of non-operating income;

(6) the amount of non-operating expenses;

(7) profit (loss) from non-sales operations (Nikztin, 2022).

The tax base is formed in two well-known ways: the accrual method and the cash method.
According to the cash method, revenue is recognised as goods are shipped, unlike the accrual

method, recognising revenue as goods are paid for.
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When a taxpayer chooses an accrual method, income and expenses are recognised strictly
following the procedure in Articles 271 and 272 of the Tax Code. The procedure for determining
income and expenses using the cash method is defined in Article 273 of the Code.

All organisations should use the first one as their main one. The cash method is used by
organisations where the revenue from the sale of goods (works, services), excluding VAT, does
not exceed the limit established by law.

The tax base is formed during the tax period, which is equal to a calendar year. In addition,
there are accounting periods. They are recognised as the first quarter, half-year, nine months,
and year. Accordingly, income tax is paid based on the calendar year’s results.

The organisation may incur a loss based on the reporting or tax period results. In this case,
the tax base is recognised as zero. According to Article 283 of the Tax Code of the Russian
Federation, a legal entity may transfer to the current accounting (tax) period the amount of losses
received in previous tax periods. A loss that has not been advanced to the next year may be
advanced in whole or in part to the following years.

An important element of the tax is its rate. For most organisations, the tax rate is 20%,
including the federal part (2.0%), and the regional part (18.0%. For the period 2017-2020, the
tax distribution between the budgets of these two levels has been changed and amounts to 3%
and 17%, respectively.

For certain categories of taxpayers, the tax rate to be credited to the budgets of the subjects
of the federation may be lowered by the laws of these subjects to 13.5%. Concerning
organisations that are residents of the SEZ, provided that they keep separate records of income
and expenses from activities performed on the zone’s territory and beyond, the regional
authorities set a tax rate not higher than 13.5%.

The ultra-low rate (up to zero percent) is set by the Tax Code of the Russian Federation,
subject to a number of conditions for organisations engaged in educational or medical activities;
residents of the technical and innovation SEZ, agricultural producers, participants in regional
investment projects, and other legal entities. The tax rates on income of foreign organisations
that are not related to activities in Russia through a permanent representative office are set at the
following amounts: 10% —from the use, maintenance or rental of vehicles in connection with
international transportation; 20%—for the rest of the income of these organisations. Rates of 0,
13 or 15% are provided for dividends, depending on the situation, and for income from
securities, 0, 9, 15, 30%.

There are several ways to calculate and pay income tax:

1. Based on the first quarter’s results, six months, nine months and a year, plus monthly
advance payments within each quarter.

That is, the organisation calculates an advance payment based on the results of each
reporting period, based on the tax rate and taxable profit calculated on an accrual basis from the
beginning of the tax period to the end of the reporting (tax) period. During the reporting period,
it determines the amount of the monthly advance payment, assumed to be equal to
e the first quarter, the amount of the monthly advance payment that was due in the last quarter

of the previous tax period;

e the second quarter, one-third of the amount of the advance payment, which was calculated

for the first reporting period of the current year;
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e the third quarter, one-third of the difference between the amounts of advance payments,

which are calculated based on the results of the six months and the first quarter;

e the fourth quarter, there was a one-third difference between the amounts of advance
payments calculated based on the results for nine months and six months.

2. Quarterly payments based on the results of the tax period, without paying monthly
advance payments.

This method applies to organisations whose sales revenue for the previous four quarters did
not exceed an average of 15 million rubles per quarter. The tax is also paid quarterly by budgetary
and autonomous institutions (with some exceptions), foreign organisations operating in the
Russian Federation through a permanent mission, and non-profit organisations that do not have
income from the sale of goods and services.

3. Monthly advance payments based on the actual profit received.

In this case, the calculation is based on the tax rate and the actual profit received, calculated
on an accrual basis from the beginning of the tax period until the end of the corresponding
month. The amount of advance payments to be paid to the budget is determined considering
the previously accrued amounts of advance payments. When switching to this payment method
from the next tax period, the organisation notifies the tax authority no later than December 31
of the current year. At the same time, the payment system cannot change during the tax period.
The method adopted by a legal entity should is worth fixing in its accounting policy (Kamzeneva,
2024).

Thus, corporate income tax is a special type of tax in the Russian Federation’s tax system

because it is the only one calculated according to accounting and tax accounting.

Conclusion

Thus, in the modern world, tax revenues are mandatory deductions and form the majority
of budget revenues at various levels; they are the main source of funds for any state. Timely
payment of taxes and fees affects the economic security of the country and the quality of life of
society as a whole.

Any state, including the Russian Federation, must develop and create a tax system that meets
all the requirements.

The main task of the tax authorities is to monitor compliance with tax legislation, the
correctness and completeness of tax calculations and mandatory payments, and timely payments
to budgets of various levels of the Russian Federation.

The first part of the study examines the theoretical foundations of income tax in the Russian
Federation’s tax system. All organisations and enterprises registered in the Russian Federation
must pay a direct tax to the state budget. Income tax, along with VAT, is the leading tax that
performs a fiscal function, that is, fills the state treasury.

Income tax is a federal tax. During the year, companies pay advance payments and submit
corporate income tax returns. Note that some categories of organisations do not pay income tax.
These are the companies that have switched to a special mode. It has been revealed that, as for
most taxes, the calendar year acts as the income tax period. After it is completed, the final annual
payment is paid, considering the advance payments made during the year, and the tax return is
submitted.
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Income tax, like other taxes in force in the Russian Federation, makes a significant
contribution to the country’s budget. This is especially true of the structure of revenues to the
consolidated budgets of the Russian Federation’s constituent entities, where the share of income
tax in the last year was about 31%.

The second part analyses the current procedure for calculating corporate income tax.
Income tax is one of the most important sources of revenue for the State budget. The object of
taxation is the profit received by the organisation. Income is an economic benefit in kind or in
cash. The tax period is a calendar year. Reporting periods: 1% quarter, half-year, and nine months
of the calendar year. The tax base is the monetary value of the profit that is taxable. If expenses
exceed income by the end of the calendar year, the tax base is assigned a zero value.

According to Article 284 of the Tax Code of the Russian Federation, the income tax rate is
20%, except for some exceptions: 3% of the accrued corporate income tax goes to the Federal
Budget, and 17% is transferred to local budgets of the Russian Federation. Local governments
can reduce this tax rate for certain categories of taxpayers, but only to 13.5%.

In the course of further tax reform, it is necessary to improve the corporate income tax to
increase not the tax burden on each specific enterprise but the number of taxpayers who have
made a profit based on the results of their activities and have shown real income in their
declarations. At the same time, it is necessary to ensure that medium and small businesses can
quickly pay off their tax obligations without prejudice to their financial condition and invest the

net profit for expanded reproduction.

e

References:

Advokatova, A. S., Goncharenko, L. 1., Gurnak, A. V. et al. (2024). Taxes and taxation. Moscow:
KnoRus. (In Russ.)

Bondareva, N. A. Andreeva, M. Y. Plyasova, S. V. et al. (2023). Finance, taxes and taxation. Moscow:
KnoRus. (In Russ.)

Bushinskaya, T. V. (2002). Taxes and taxation: A study guide. Moscow: KnoRus. (In Russ.)

Nlyin, A. Y. (2021). Corporate income tax: Current issues of taxation: A monograph. Moscow: Prospekt. (In
Russ.)

Kameneva, M. V. (2024). Implementation of tax accounting and tax planning in the organisation. Moscow:
KnoRus. (In Russ.)

Kamyshanov, P. L., & Kamyshanov, A. P. (2023). Financial and managerial accounting and analysis. Moscow:
INFRA-M.

Lukina, A. S. (2020). Accounting and analysis of the company’s profits. Moscow: INFRA-M. (In Russ.)

Maksurov, A. A. (2024). Taxes in Russia: Concept, types, system. Moscow: Rusains. (In Russ.)

Nikitin, V. V. (2022). Profit formation of an enterprise: Theory and practice. Moscow: Higher School of
Economics. (In Russ.)

On Approval of the Accounting Regulations “Accounting for Corporate Income Tax Calculations”.
Otder of the Ministry of Finance of Russia No. 114n dated November 19, 2002. (In Russ.)

The Tax Code of the Russian Federation (Part One) No. 146-FZ dated July 31, 1998. (In Russ.)

The Tax Code of the Russian Federation (Part Two) No. 117-FZ dated August 05, 2000. (In Russ.)

Semenova, G. N. (2022). Regional and local taxes and fees. Moscow: KnoRus. (In Russ.)

Semenova, G. N. (2024). Federal taxes and fees. Moscow: KnoRus. (In Russ.)

Vasyutin, N. L. (2023). Modernisation of the Russian financial system: Tasks, imperatives, trends.
Finance and Credit, 3, 2-7. (In Russ.)

e

15



Appendix

Table 1. Rules for attributing income to a taxpayer’s profit

The taxpayer

Profit for tax purposes

Russian organisation

Income received, reduced by the amount of expenses incurred

A foreign organisation
operating in the Russian
Federation through
permanent representative
offices

Income received through permanent representative offices, reduced by the
amount of expenses incurred by these representative offices

A foreign organisation

Income received from sources in the Russian Federation
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