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This article represents the author’s view of a new risk model of tax control, an
enactment of which can promote control function of the Fiscal Service of Ukraine and
ensure fiscal efficiency of the Ukrainian tax system. New risk model of tax control
includes a set of procedures which allow successive detection of risk entities and their
differentiation into groups by the level and type of the task risk; by pre checking
analysis of risk taxpayer’s activity; by determination of the quantity and set of
procedures needed to conduct the audit on risk taxpayer’s behavior. It is substantiated
that there is a necessity in widening of information support that would detect risk
entities and conduct task audit on their activity. Hereby is presented for the first time
the algorithm for conducting an audit on risky taxpayers, which includes an application
of different complex of control procedures according to the risk level of entity’s
activity. As the basis for determining the structure of the audit procedures, the author
suggests using a tax risk profile which represents a meaningful description of the
scheme used to minimize tax payments, type and nature of tax operations, tools and
methods which were applied by the entity in order to reduce or avoid tax payments. It
is substantiated that the author's approach to elaborate a risk-oriented model of tax
control allows us to evaluate the quality of the materials of inspections, completeness
and quality of tax risks audit, thereby promoting the efficiency of tax control in Ukraine
through the development of tax auditor competence.
Keywords: tax audit; risk-oriented model; risk operations; risk taxpayers; financial
and tax report; fiscal authorities of Ukraine.

Introduction
An increase in the level of socioeconomic development of
the country is impossible without a sufficient financial basis.
The main financial source of any country is the revenue side
of the budget, the overwhelming part of which is formed at
the expense of tax revenues. But in a lingering recession in
the Ukrainian economy, which is accompanied by a decrease
in the level of industrial production, by reduction of the
number of economic entities, inflation, fluctuations in
exchange rates etc., raising the rates of basic taxes or
enacting extra fees can increase the destructive influence of
the state on economic processes. In such a condition, the
main task for Ukraine is to increase the fiscal efficiency of
the current tax and fee system and enact an effective system
of measures to combat and counteract the use of schemes for
avoiding or minimizing tax payments by business entities.

Taking into account the level of attention paid to
counteract the erosion of the tax base in the OECD and EU
countries, enhancing of effective tax risk management
systems is one of the key areas for implementing
transformations in the tax system of Ukraine. In addition to
this, the main tendencies of ХХІ centuries, namely, the
growth of the level of information provision of the economy
and its digitization, determine conditions of tax control
implementation. In this context should be noted that for
today one of the main strategic directions of development of
the State Fiscal Service of Ukraine till 2020 (Strategic
Development Initiatives of SFS by 2020) is announced the
enactment of a new risk management, which stipulates
electronic cameral control, e-audit application and systems
of pre-checking analysis of the taxpayer's activity.
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Goals of article
The purpose of the article is to elaborate and
substantiate the new risk model of tax audit based on a welldeveloped information infrastructure and the use of complex
analytics aiming to detect risky taxpayers or business
operations.
Materials and Methods
The methodological basis of the research is the
application of methods of abstraction and specification,
logical analysis (in determining the elements of information
support of risk-oriented tax control), method of systemstructural analysis(to elaborate an algorithm for the
formation of a plan of measures to conduct a documentary
audit of risky taxpayers and the scheme of conducting an
audit of risky taxpayers by the fiscal authorities of Ukraine in
accordance with the new risk model), extrapolation
methods, systematization and interpretation of facts (to
systematize tax audit procedures in accordance with the
new risk model), methods of historical analogies,
generalization and comparison (for information processing
of foreign experience in constructing a tax audit system,
graphic method and modeling method (in the interpretive
results of the process of the elaboration of a risk-oriented
tax control model).
Results
The problem of improvement of tax control efficiency, in
particular, in countering the artificial reduction of the tax
base that forms a fictitious tax credit and the application of
tax minimization schemes, according to the author, can be
solved by introducing a new risk-oriented model, which is
aimed at detecting and localizing in terms of taxation risk
segments of taxpayer’s economic behavior as a result of the
analysis of tax, financial and accounting information on the
behavior of economic entities.
Taking into account the public policy of deregulation and
restriction of interference in entrepreneurial activity, large
and constantly growing volumes of taxpayers' economic
activity, a new risk model for implementing the control
function of fiscal authorities in Ukraine should be based on
the widespread use of indirect methods for analyzing
taxpayers’ activity. In other words, the basis of the riskoriented tax control system should be a set of procedures
that offer a consistent conduction of:
1) detection of risk business entities and their
differentiation (grouping) at the level and type of tax risk;
2) pre-checking analysis of the risk taxpayer’s
behavior;
3) determination of the number and set of procedures
for conducting an audit of the risk taxpayer’s activities.
Nowadays, when the economy is becoming increasingly
informational saturated and characterized by an
unprecedented increase in the volume of information flows,
the key factor in solving the problem of increasing the
efficiency of fiscal authorities is to obtain sufficient and
reliable information about changes, which occur in the
conditions and methods of conducting entrepreneurial
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activity. Taking this into account, the implementation of the
first stage of the risk-oriented tax control system involves
the selection of taxpayers, which have signs of risk of tax
minimization in their activity, on the basis of the processing
of a large array of information (Fig. 1), which is at the
disposal of the fiscal authorities and includes following
information:
taxpayers and tax agents themselves (tax
declarations, calculations, other reports, financial
statements, data of the Unified Register of Tax Bills
information, information on the use of settlement operations
registrars, etc.);
banking and other financial institutions, the State
Treasury Service of Ukraine (information on the presence
and movement of funds in the accounts of the taxpayer, state
of payments for taxes and fees, etc.);
internal information of the fiscal authorities (data
of the customs authorities of Ukraine, customs statistics,
results of documenting inspections of business entities and
operations of the working management of the SFS of
Ukraine, etc.);
other state bodies (information on licensing and
licensing documents, registration of property rights or nonproperty rights, etc.) (Pashko, & Tarangul, 2015, p. 470).
Comprehensive analysis of this array of information, in
particular, the evaluation of the structure, dynamics and
comparison of the indicators of tax and financial reporting
gives an opportunity to find the dynamics, volumes, the
structure and specifics of each economic entity's behavior,
and on the basis of it establish its "personal tax behavior"
and the nature of the taxpayer's economic activity. In this
context, the very principle of building a system of criteria for
detecting risky taxpayers is important. In our opinion, this
array of indicator criteria for selecting risky business
entities -should be divided into separate aspects of the
taxpayer's activities (production, property status, financial
activity, settlements with counterparts, profitability and
profitability of operations, equity, foreign economic activity,
etc.).In order to fulfill the functions of "risk indicators" for
each of these indicators it is necessary:
to establish a clear procedure for calculating the
indicator itself;
to determine the criterion of significance for this
indicator, which allows to distinguish, from the sample that
is being studied, those economic entities that do not have the
relevant indicators or the value of these indicators are
insignificant;
to establish clear criteria for assigning up to four
groups of risk level: 1) high risk indicator; 2) an indicator of
average risk; 3) low risk indicator; 4) an indicator of
minimal risk or absence of risk (Sushkova, Brehov,
Sybirianska, Boreiko, & Sokolova, 2017, p. 77).
It should be noted that such a comprehensive analysis of
taxpayers' activity allows us to name factors and causes
which provide the possibility of existence of schemes for
minimizing tax payments. Therefore, in the long-term, the
results of processing such schemes by the SFS (State Fiscal
Service) bodies of Ukraine during documentary checks can
serve as the basis for formulating proposals for amending
the domestic tax legislation.
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INFORMATION AND ANALYTICAL SUPPLY OF ACTIVITIES OF THE FISCAL AUTHORITIES OF
UKRAINE

From executive authorities, local governments and the NBU

From taxpayers and tax agents
Information
1) contained in tax declarations, calculations, and
other accounting documents;
2) contained in electronic form of documents on
the accounting of income, expenses and other
indicators related to the definition of objects of
taxation (tax liabilities provided by ) large-scale
taxpayers, primary documents held in electronic
form, accounting registers accounting, financial
reporting, other documents related to the
calculation and payment of taxes and fees;
3) on financial and economic transactions of
taxpayers;
4) on the application of payment transaction
registrars.

information
1) on objects of taxation, provided and / or registered by such bodies.
The information must contain, in particular, the type, characteristics,
features of the object of taxation (if any), by which it can be detected;
2) on the results of the state control over the economic activity of the
taxpayer;
3) contained in the reporting documents (except for personalized
statistical information), which are submitted by the taxpayer to executive
authorities and / or local self-government bodies;
4) on local government tax rates, fees and tax privileges provided by
such bodies;
5) on permissions, licenses, patents, certificates of the right to conduct
certain types of activity;
6) on export and import transactions of taxpayers.

Information from authorities of other states,
international organizations or non-residents

Information on the results of tax control

information from banks and other financial institutions - information
on the presence and movement of funds on the accounts of the
taxpayer

other information disclosed in accordance with the law and / or
voluntarily or upon request submitted to the supervisory authority in
accordance with the procedure established by law

Fig. 1. Structure of informational and analytical support of the work of the State fiscal service of Ukraine (Article 72
of the Tax Code of Ukraine)
Source: (Pashko, & Tarangul, 2015, p. 470)
According to the results of the analysis for each risky
entity, an entity's risk matrix is created, on the basis of
which their differentiation (grouping) is carried out at the
level and type of tax risk. At the same time, for each
taxpayer, a tax risk profile is formed, which has a meaningful
description of the applied tax deduction scheme, the type
and nature of the risk operations, instruments and methods
applied by the entity for minimizing or avoiding tax
payments. Such a profile of tax risk, in the author's opinion,
should be the basis for the formation of a set of practical
recommendations for the organization of maintenance and
development of tax risks and risky entities established
during the monitoring.
Thus, the author believes that the risk-oriented system
of tax control should provide the application of a different
set of control procedures depending on the level of the
entity's business riskiness. These procedures should ensure
detection and localization of risk in terms of taxation of
taxpayer’s economic activity segments. Consequently, the
taxpayer's risk profile formed on the basis of tax and
financial information analysis is the base for the formation of
a documentary check plan, which should contain clear
recommendations on the direction and peculiarities to

process the results of the analysis of minimizing tax payment
risks and documenting violations of tax legislation (Figure
2).
Detailed description of the type of tax payment
minimization scheme applied by the entity (block 1) and the
list of risk operations that became the basis for its
realization (block 2), makes it possible to formulate a clear
set of audit procedures for processing the results of the
analysis of tax deductibility schemes (block 3). Namely, it is
foreseen to determine exactly which control measures need
to be carried out by the tax auditor in order to produce a
documentary confirmation of the fact that the subject of
management uses a scheme for minimizing or avoiding
payment of taxes, for example:
1) verification of statutory documents – allows to
determine the purpose of creating a business entity, the
main type of activity, the organizational structure of
business, the main related individuals for this taxpayer. In
some cases, these aspects are key factors in the existence of
schemes to avoid or minimize tax payments;
2)
verification of the content of contracts – is
necessary to detect the nature of the business operation and
the specifics of its implementation. This audit procedure is
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especially needed in cases where is a change of form or
division of a business transaction, in order to minimize the
payment of taxes;
3) the verification of the nomenclature of goods
(services) for individual business transactions – allows to
establish the fact of reallocation of goods, substitution of the
type of goods or services, the use of one consignment of
goods in several business operations for a long time (for
example, more time-consuming goods);
4) comparison of subconto on separate documents
and accounts – comparison of each element of analytical
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accounting (contractor, warehouse, employee, contract, etc.)
allows, for example, to identify fictitious, untargeted
business operations, which became the basis for minimizing
or avoiding taxes;
5) comparison of indicators (sums, subconto), credit
or debit side, balance of the relevant accounting records –
allows to determine the actual content of a business
transaction, to distinguish without documentary part, facts
of distortion of information on the implementation of
economic relations, etc.

ORDER OF FORMING THE SET OF RECOVERY PROCEDURES UNDER THE RESULTS OF THE ANALYSIS OF THE TAX
MINIMIZATION SCHEME

Block 1
Typical tax deductible
schemes

Choice of organizational and
legal form

Structure of business activity

Block 2
Risk operations, which form a
scheme for minimizing tax payments

Block 3
Risky taxpayers’ audit procedures

Bank instruments application

Verification of statutory
documentation

Financial instruments application

Operations of foreign economic
activity

Checking the contracts’ content
Verification of primary
documentation

Use of accounting policies
Warehouse and production
business operations
Replacement of the nature of
economic relations

Division of economic operation

Deferred payment

Subconto verification by separate
documents and accounts

Preferential operations
Correction of reporting data

Direct reduction of the taxation
object

Confirmation of the nomenclature of
goods (services) for individual
business transactions

Turnover and balance validation on
relevant accounts

Calculation forms
Checking the accounting registers
Intermediaries’ activity

Offshore
Other types of operations

Validation of financial and tax
reporting indicators

Fig. 2. Algorithm of the plan of measures for conducting a documentary check of risk taxpayers by fiscal authorities
of Ukraine in accordance with the new risk model *
Source: author's elaboration

* In Figure 2, the relation between the elements of the algorithm for elaborating a plan of measures for conducting documentary verification of
risky taxpayers is indicated only for a single element of block 1 and by analogy for the element of block 2.

The following list of tax audit procedures is not
exhaustive and may include other types of tax audit checks,
primary documents, accounting registers and financial

statements of the taxpayer, which allow to detect risk areas
of its activities.
Thus, the set of the audit procedures in each case will be
determined individually, depending on the nature and
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specifics of the tax minimization scheme applied by the
entity. Such an approach will allow more "point-by-point"
documentary checks to greatly increase the likelihood of a
documentary confirmation of the fact that the entity applies
a scheme for minimizing or avoiding payment of taxes, thus
contributing to a more rational use of the working time fund

of employees of the fiscal authorities of Ukraine responsible
for carrying out documentary checks.
The formalization of these instructions made it possible
to formulate a general scheme for conducting an audit on
risky taxpayers by the fiscal authorities of Ukraine in
accordance with the new risk model (Fig. 3).

Business entities – taxpayers
Banking and other
financial institutions

Tax reporting

Financial
Statements

Information from
counterparties

Other
government
bodies

State Treasury of
Ukraine

RISK-ORIENTED MODEL OF TAX CONTROL

Internal information of the fiscal
authorities
Data of
customs
authorities

Results of
inspections

Information support of tax control

Criteria system for detecting risky taxpayers
Group of indicators 1

Group of indicators 2

Group of indicators 3

Group of indicators
N

Taxpayers’ risk profile
Type of tax minimization
scheme

Nature and type of
operational risk

A set of procedures for auditing the risk taxpayers’ behavior

Fig. 3. Scheme of conducting an audit on risky taxpayers by fiscal authorities of Ukraine in accordance with the new
risk model
Source: author's elaboration
Consequently, the quality and efficient processing of a
large array of tax and financial information on taxpayer’s
behavior through computer technologies should become the
basis of the new risk model of tax control. This approach will
allow to create an automated data analysis, its comparison
with indicators and, on the basis of this, a selection of the
most risky taxpayers. Based on the results of such analysis,
information can serve as the basis for more focused
("point") detection of tax payments minimizing risks which
will increase the efficiency of control actions of the fiscal

authorities of Ukraine and as a result will increase the fiscal
efficiency of the tax system and the level of fiscal security of
the country.
Discussions
The author's approach to constructing a risk-oriented tax
control system has a number of undeniable advantages.
Elaborated by the author a set of indicators for detecting
risky subjects of management or risky operations in the
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analysis of tax information (tax declarations, calculations,
reports, etc.) (Sushkova, Brehov, Sybirianska, Boreiko, &
Sokolova, 2017) is based on the legally established practical
experience of the fiscal authorities of Ukraine in the
selection of risky taxpayers (The order of forming a planschedule of taxpayers audits; The recommended procedure
for interaction…), which include the following criteria: 1) the
level of tax payments in accordance with the level of
taxpayer’s income growth or with the average industry
index; 2) a sharp upturn in the economic activity of the
entity; 3) declaration of the negative value of the object of
taxation; 4) presence of revealed signs of manipulation in
reporting; 5) the existence of tax legislation violations; 6)
presence of risky activities; 7) availability of risk
transactions in the entity's activity; 8) the presence of signs
of transit or profit-making ("tax pit") enterprise, beneficiary,
enterprises of "counter-transit"; 9) presence of transactions
with "risky" counterparties, etc.
Estimation of the degree of business entities’ riskiness
and their tax behavior on the basis of the analysis of
indicators not only by the data of individual tax declarations
(calculations), but by all the available array of information in
the database of fiscal authorities of Ukraine that will allow to
make more substantiated decisions to counteract the
minimization of tax payments, while minimizing the impact
of the human factor and time costs. In addition to this, the
automation of detection process and tax risk analysis allows
using the tools of complex analytics and conduct high-level
analyzes of the business entities.
A more focused ("point") processing of the results of the
analysis of the minimizing tax payment risks and
documenting violations of tax legislation will help increase
the effectiveness of the control and verification measures by
the fiscal authorities of Ukraine and increase the fiscal
efficiency of tax control measures.
Also, according to V. Vitlinsky and O. Redich, by creating
a risk-oriented tax control system, the task of creating a
system for detecting, assessing and managing operational
risks becomes important, those risks are defined by the
authors as "the risks of obtaining damages as a result of
inadequate or false internal processes, actions of employees
and systems or external events" (Vitlinskyy & Redych,
2009). In this context, it should be noted that the formation
of a clear plan for the development of tax risk in the course
of documentary verification allows to establish criteria for
assessing the quality of inspection materials, namely, they
provide an opportunity to assess the completeness and
quality of the tax auditor's risk assessment for minimizing
tax payments while conducting documentary examination.
The application of such a system for assessing the quality of
conducting a tax audit will also increase the efficiency of tax
control in Ukraine through the development of competence
of tax auditors.
In general, it should be noted that the author's algorithm
for conducting a tax audit on risky taxpayers fully complies
with international practice (Risk-based tax audits) and tax
risk management standards, approved by various
international organizations and the OECD member
countries. According to these standards, the process of tax
risk management involves detecting risk, its assessing and
prioritizing, on the basis of which the nature of the
individual tax behavior of the subject is determined, a set of
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measures to minimize or counteract the risk and a plan for
their implementation can be formulated, which makes it
possible to monitor the implementation of the action plan
and assess the impact (Compliance Risk Management, 2004).
Also, the Tax Risk Management Guidebook prepared by the
OECD Tax Committee (Compliance Risk Management, 2004)
states that in the conditions of limited resources, the
functioning of the tax control system under such a scheme
allows the tax authorities:1) to respond quickly to changing
circumstances; 2) to be confident that countermeasures are
applied to the highest priority risks and that these measures
have a high probability of success;3) to increase the
influence of measures;4) satisfy their own interests in
optimizing the level of tax revenues to the budget while
maintaining the community's confidence in the system.
Conclusions
As a result of the generalization of international
practices and standards of tax risk management, taking into
account the existing practice of conducting control and
verification measures of the fiscal authorities of Ukraine, the
author proposed a new risk-oriented model of tax control,
which is flexible, adaptive to the implementation of control
measures and provides the systematic use of the developed
information infrastructure. The development of this model is
only one of the steps of a broad scientific research in the
field of building an effective tax risk management system in
Ukraine, but the value of the results of this study is to
develop scientific and practical recommendations that will
increase the efficiency of using preventive tools by the fiscal
authorities of Ukraine to identify and discontinue the use of
tax deductibility schemes, in order to increase the level of
fiscal security of the country.
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