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Tax Deduction: Legal Nature, Problems and Solutions

Albstract: Relevance of the research is determined by the increasing social and incentive role of tax
deductions within the modern tax policy of Russia. In this article, the author explores the legal nature of
tax deductions. Novelty of the study lies in a comprehensive analysis of practical issues related to the
provision of tax deductions and in the development of proposals aimed at improving tax legislation. The
putrpose of the study is to identify the challenges in applying tax deductions in Russia and to justify
directions for their improvement in order to enhance social protection of the population and stimulate
economic activity. The study employs research methods such as analysis and synthesis of regulatory legal
acts governing the procedure for granting tax deductions, comparative analysis of statistical data and law
enforcement practice, the monographic method to examine academic publications and expert
assessments, a systematic approach to develop proposals for improving tax mechanisms, and the
empirical method to identity real problems and contradictions in the application of tax deductions. In the
course of the study, legislative acts of the Russian Federation and the works of experts in this field were
used. The paper considers issues related to the application of personal income tax deductions in the
Russian Federation in terms of addressing a number of socio-economic tasks, and outlines possible ways
to improve this institution. The authors conclude that the current tax policy of the Russian state is focused
on strengthening the social and incentive role of tax deductions. Their use and the reimbursement of
overpaid taxes from the budget are becoming increasingly common among citizens.
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CTUMYAHPYIOIIEH POABIO HAAOTOBBIX BEIIETOB B COBPEMEHHOIT HaAOroBOH rmoAntuke Poccnn. B aarHOIM
Crarb€ aBTOP PACKPBIBAECT IIPAaBOBYIO IIPHPOAY HAAOIoBOIo Berdera. HoBmsma wumccaepoBanus
32KAFOYAETCA B KOMIIACKCHOM aHAAU3E ITPAKTHYIECKUX IIPOOAEM IIPEAOCTABACHHUA HAAOTOBBIX BBIYETOB H
paspaboTKe IPEAAOKEHMI II0  COBEPIIEHCTBOBAHMIO ~HAAOIOBOIO  3aKOHOAATEABCTBA. Llean
HCCACAOBAHUA — BBIABHTH IIPOOAEMEI IIPUMEHEHHUA HAAOTOBBIX BBIYETOB B Poccuum m 0OOCHOBATH
HAIPABAGHHA HX COBEPIIEHCTBOBAHMA AAfl IIOBBIIIEHHA COLMAABHOM 3aIlNTBl HACEACHHA U
CTUMYAHPOBAHUA 9KOHOMHYECKOH aKTHUBHOCTH. B paboTe HCIIOAB3YIOTCA TAKHE METOABI HCCACAOBAHUSA
KaK aHAAW3 W CHHTE3 HOPMATHBHO-IIPABOBBIX aKTOB, PEIYAHPYFOIIHX ITOPAAOK ITPEAOCTaBACHHSA
HAAOIOBBIX BBIUETOB, CPABHUTEABHBIH AHAAU3 CTATHCTHYECKUX AAHHBIX H IIPAaBOIPHMEHHTEABHOM
IIPAKTUKH, MOHOIPA(DUYCCKUH METOA AAA H3YUCHNA HAYIHBIX IYOAHUKAIIMH M 9KCICPTHBIX OIICHOK,
METOA CHUCTEMHOIO ITOAXOAA IPH Pa3spabOTKe IPEAAOKEHHH II0 COBEPIICHCTBOBAHUIO HAAOTOBBIX
MEXAaHH3MOB H OSMIIHPUYECKHH METOA AAA BBIABACHHA PEAABHEIX IIPOOAEM M IPOTHBOPEYHI B
IIPUMEHEHHH HAAOTOBBIX BBIYETOB. B X0A€ HCcAeAOBaHMA OBIAM HCIIOAB30BAHBI 3aKOHOAATEABHBIE AKTHI
Poccniickoii ®eaepariau u TPYABI CIIEIIMAAMCTOB B AAHHOM obaactu. B pabotre paccmarpusarorcs
IIPOOAEMBI IIPUMEHEHNA HAAOTOBBIX BEIYETOB II0 HAAOIY HA AOXOABI (DH3HMYECKHX AHII B Poccuiickoi
Depeparuy € TOYKH 3PEHHA PEIIEHHUA HMH PAAA COIMAABHO-3KOHOMHYECKHX 3aA2Y, OTPAKAIOTCH
BO3MOJKHBIE IIyTH YCOBEPIIEHCTBOBAHUA AAHHOIO HHCTUTyTa. ABTOPBI AEGAAIOT 3aKAIOYEHHE, UTO
COBPEMEHHAA HAAOIOBasd IIOAHTHKA POCCHHCKOIO TOCYAAPCTBA COCPEAOTOYCHA HAa YCHACHHH
COLIMAABHOM U CTUMYAHPYIOIIEH POAH HAAOTOBBIX BBYETOB. VIX MCIIOAB3OBaHME 1 BO3BPAT U3 OFOAKETA

H3AUIITHE yHAﬂ‘ICHHOﬁ CYMMBI HAAOI'OB CTAaHOBATCA BCC boAee paCHpOCTpaHéHHbIMI/I CPCAH I'PAKAAH.

Karouesvre cn06a: HAAOTOBBII BBIYET, IIPaBOBas IIPHUPOAA, HpobOaembl u myru perrerus, HADA,

HaaoroBsrit koaekc, HaAOT.
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Abbreviations:

PIT is personal income tax.

Introduction

The relevance of the research stems from the growing social and incentive role of tax
deductions in Russia’s contemporary tax policy. Despite the active use of tax deductions by
citizens, a number of practical problems persist: delays in desk audits, insufficient awareness
among taxpayers, complexity in the preparation of documentation, and outdated deduction
limits that no longer reflect current economic realities. These factors necessitate a scholarly
reconsideration of the existing mechanism and a search for ways to improve it in order to
enhance the efficiency of tax administration and strengthen the social protection of citizens.

The novelty of the research lies in a comprehensive analysis of practical issues related to the
provision of tax deductions, alongside the development of proposals for improving tax
legislation. In particular, the study proposes measures to raise deduction limits, introduce new
forms of educational outreach to the public, and adapt tax norms to modern economic
conditions. This approach aims to increase the effectiveness of tax deductions as a tool of state
support for citizens.

The purpose of the study is to identify the problems in the application of tax deductions in
Russia and to substantiate directions for their improvement to enhance social protection and
stimulate economic activity.

To achieve the purpose, the following objectives have been set:
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- examine the existing system of personal income tax deductions and their role in the social
and incentive functions of tax policy;

- analyse the problems that arise in practice when granting tax deductions;

—  assess the impact of existing restrictions and limits on the effectiveness of tax deductions;

- develop proposals for improving the mechanism of tax deductions, including raising
deduction limits and improving taxpayer awareness;

- justify the need for educational work to increase tax literacy among the population.
The following methods are used in the study:

e analysis and synthesis of legal acts regulating the procedure for granting tax deductions;

e comparative analysis of statistical data and law enforcement practice;

e monographic method to study academic publications and expert assessments;

e  systems approach in developing proposals to improve tax mechanisms;

e cmpirical method to identify real problems and contradictions in the application of tax

deductions.

Results

The contemporary tax policy of our country is focused on creating an effective system for
administering personal income tax, as well as on providing incentives for citizens to voluntarily
pay taxes in exchange for state social guarantees. This strategy includes the following objectives:
e  cquitable taxation across different social groups; ensuring an adequate standard of living for

taxpayers;

e implementing additional financial support measures from the state (such as improving
welfare, assistance with purchasing or building housing, healthcare, education, and
promoting a healthy lifestyle);

®  encouraging citizens to use their personal income on the organised securities market and to
place funds in bank investment accounts, among others.

In the context of the state’s social development policy, tax legislation is constantly adapting
to changing economic conditions and the modern needs of society. Legislators introduce various
initiatives aimed at improving citizens’ living standards, including changes and enhancements to
tax and duty mechanisms.

The standard tax deduction serves to implement the provisions of the law, supporting family
budgets by exempting a certain share of children’s income from taxation, thereby increasing the
social security of taxpayers and their children (biological and adopted) (Sezzenova, 2018).

As an example, one might cite the investment tax deduction, which has become particularly
relevant against the backdrop of growing interest in Russia’s developing stock and investment
markets. Its introduction encourages taxpayers to use temporarily free funds wisely for
investment and to earn income.

Social tax deductions play a key role in financially supporting citizens’ actual expenditure on
education, medical services and sport.

Property tax deductions are especially important when selling residential property owned
for less than the legally established period, as well as when purchasing or building such property,
thereby reducing the tax burden.
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The professional tax deduction helps reduce the tax liabilities of self-employed individuals,
notaries, lawyers and others who work under civil law contracts and receive royalties. This
provision not only lowers the amount of tax payable to the budget, but also encourages small
businesses to optimise taxes legally, avoiding tax evasion schemes (Lubyantseva, 2022).

The socio-economic role of tax deductions is most evident in the use of the property tax
deduction when purchasing residential property.

The maximum possible amount used to calculate the main property deduction is 2 million
roubles, from which 13% is deducted. Thus, the amount that can be refunded is up to 260
thousand roubles (or 13% of 2 million roubles), even if the flat costs 10 million or 100 million
roubles. If the property costs less than 2 million roubles, the remaining deduction can be used
for future housing purchases (Tax Code, Art. 220).

However, several problems arise when confirming entitlement to this deduction:

1. On the one hand, tax authorities may create obstacles by failing to meet the deadlines for
desk audits and for refunding overpaid tax amounts;

2. On the other hand, difficulties arise due to taxpayers’ lack of awareness, which can lead to
mistakes and incorrect completion of tax returns, unjustified claims for deductions, refusal
to submit amended tax returns, and failure to provide a complete set of supporting
documents.

There are cases where expenses on education, medical treatment, sport and insurance are
claimed in a single tax return. In such instances, difficulties in using the social tax deduction may
arise because:

(1) each declared expense must be documented, leading to the need to prepare a large volume
of paperwork;

(2) tax legislation provides a general list of supporting documents without specific guidance for
particular types of deductions, which can cause misunderstandings between taxpayers and
tax authorities (Karaseva, 2023).

As a result, tax authorities most often refuse to grant social tax deductions, citing incomplete
documentation or a mismatch of expenses with the regulated tax periods, which in turn leads to
mistakes when filling out tax returns.

In addition, the legislative requirements and conditions for granting tax deductions are not
indexed to reflect changes in the country’s economic situation. The established limits have not
been revised for a long time (Sentsova, 2023).

To improve the conditions for granting tax deductions, the following measures are
proposed:

(1) amend Article 218 of the Tax Code of the Russian Federation to increase the deduction
amount, ensuring it fulfils its purpose of improving children’s welfare;

(2) increase the maximum allowable deduction for actual expenses on medical treatment,
insurance and physical culture and health services, currently set at 120 thousand roubles;

(3) increase the deduction amount for self-education and the education of children under 18
and up to 24 years of age (biological, adopted or under guardianship) to 300 thousand
roubles;

(4) enhance citizens’ financial literacy regarding the use of tax deductions through awareness-

raising efforts and open access to information about changes in tax legislation;
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(5) introduce open lessons and workshops in secondary schools, colleges and universities
dedicated to tax law, the lawful use of tax deductions and liability for deliberate
misrepresentation in this area.

In conclusion, the implementation of these proposals would strengthen the stimulating
function of taxes, enabling the public to use tax deductions to improve their quality of life. In
addition, it could reinforce citizens’ motivation to work officially in accordance with the Labour
Code of the Russian Federation to obtain formal income and benefit from state support through

tax deductions.

Conclusion

Thus, it can be stated with confidence that the current tax policy of the Russian state is
focused on strengthening the social and incentivising role of tax deductions. Their use and the
reimbursement from the budget of excessively paid tax amounts are becoming increasingly
common among citizens. Each year, a growing number of people exercise their right to apply
tax deductions; however, in practice, various problems and contradictions arise. This is due to
the fact that, despite ongoing improvements, the legal regulation in this area is not always
effective (Sheherbatykh, 2017).

In conclusion, it is worth noting that issues relating to tax deductions have become topical
and widely discussed both among citizens and state institutions, and are actively considered in
academic publications, at conferences and forums. Since, in practice, the provision of tax
deductions in Russia can be accompanied by various conflicts, it is important to conduct
scholarly research into the existing taxation system and the relevant regulatory documents. The
issue of PIT remains significant both for tax authorities and for citizens, and continues to attract

considerable attention from specialists.
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