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Abstract — The ways of raising the efficiency of taxation
become increasingly important at the present stage of
development of the Russian Federation. Existing calculating the
tax base methods, the rate of tax revenues to the budgets, the
relationship between taxpayers and tax authorities have a direct
impact on the development of the country and regions. Through
effective tax administration, redistribution process of monetary
resources into social, defense, environment protection sphere
occurs. Thus, a high degree of tax efficiency creates the basic
conditions for social and economic development of Russia and its
regions.

In order to increase regions income, to encourage the
conditions to compete for Russian companies on national and
world markets, to develop socio-economic sphere of the country,
the concept of a consolidated group of taxpayers was introduced
with Russian Federal Law of November 16, 2011 N 321-FZ "On
Amendments to Parts One and Two of Russian Federation Tax
due to creation of Consolidated Group of Taxpayers”. This law is
to simplify the payment of income taxes by large taxpayers.

The Consolidated Group of Taxpayers (CGT) is a voluntarily
tax profits association of taxpayers on the basis of the
establishment of a consolidated group of taxpayers agreement
with the aim of corporate income tax calculation and payment,
taking into account the total financial result of these taxpayers’
economic activity.

Keywords—consolidated group of taxpayers, corporate profit
tax, assets, revenue.

l. INTRODUCTION

The decision on establishment of Consolidated Group of
Taxpayers by large holdings and companies is affected by
several important factors. Firstly, the possibility of
redistribution of funds within the CGT increases, the
possibility of the tax base reduction through consolidation of
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both profits and losses of the companies-members of a
consolidated group of taxpayers appears. CGT is also exempt
from the tax administration of transfer deals. Holding starts
operating more efficiently by a synergetic effect.

The profit share of each CGT participant equals the
arithmetic mean of labor resources indicator (amount or wage
fund) and non-current assets (net book value of assets) as
follows:
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Where
d - the profit share of each participant CGT,

Ti- or the average number of labor remuneration fund of
the i-th company - member CGT,

N - number of members CGT,

Ali - residual value of depreciable property the i-th
member company CGT.

According to this method, CGT creation led to the
redistribution of tax revenues between the budgets of the
regions, where the main CGT production facilities and human
resources are, and regions with holdings management.
Precisely, there is a tax revenues reduction to the regions in
which the parent companies are focused (mainly in Moscow
and St. Petersburg).

In order to reconcile the government and taxpayers’
interests, it is necessary to develop a model based on the
principle of social and economic efficiency, and change the
taxable income formation and distribution mechanism.



Il.  MAIN PRINCIPLES OF GOVERNMENT AND TAXPAYERS
INTERESTS’ COORDINATION MODEL WITHIN THE CGT
CREATION

The new government and taxpayers interests’ coordination
model within the CGT should comply with the following
principles:

1) interests harmonization of the cooperating parties;

2)  budget predictability;

3)  equity, while equity is understood as:

e  social and environmental equity;

e fiscal and legal horizontal equity;

e  social and fiscal equity;

4)  joint responsibility;

5)  unity of approaches to the formation of tax liabilities;
6) organizational simplicity of the tax system;

7)  transparency.

Socio-economic focus in the allocation of income tax
between regions is the least implemented CGT principle in
existing system of consolidated taxation in Russia. The
suggested government and taxpayers interests’ coordination
model within the CGT creation consists of three phases at this
stage. These are:

Firstly, it is necessary to take into account the contribution
of each region to the economic development of the country
through the creation of a system of indicators characterizing
its significance;

Secondly, the coefficient approach application of

establishing the value of each indicator for different sectors;

Third, in order to strengthen the principle of social justice
the degree of depression of the regions, in which it operates
consolidated group of taxpayers, should be taken into account
the degree of depression of the regions in which it operates
consolidated group of taxpayers.

IIl.  THE FORMING STAGES OF GOVERNMENT AND
TAXPAYERS INTERESTS’” COORDINATION MODEL WITHIN THE
CGT CREATION

II.I. THE FIRST STAGE - TAKING INTO ACCOUNT THE EACH
REGION CONTRIBUTION IN THE COUNTRY'S ECONOMY

Tax revenue functionality of each region from the
company, including the CGT can be described in the
following model:

Jexp(-a0) (1) X(0)~2(t)-w(t)L ({0
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v(t)

where

T -time planning horizon t,
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O — discount coefficient,

X (t) —output,

p(t) — market price of the product,
z(t) - production costs,

w(t) — Wage rate,

L(t) - number of working employees,
v(t) — taxrate.

Thus, the suggested model would reflect not only used
labor resources of the region and located on the territory assets
(as in the current method), but also other factors which have
contributed to the interest of regional authorities in improving
the enterprises functioning, to the conditions creation for the
development of large (anchor) companies.

One of these indicators is value-added. In economic
theory, the system of views on value-added has a number of
directions. In the evaluation of the regional value-added theory
is expressed as an index of GRP, which is one of the main
characteristics reflecting the socio-economic situation in the
subject of the Russian Federation. Innovative Development
Strategy, currently implemented by the Russian Government,
also requires the increase in product share with higher value-
added for the period until 2020.

Therefore, we consider it to be appropriate to put regions
tax revenues in terms of income tax by CGT in dependence on
the value-added amount of the company- CGT member, which
is located on the territory of the region.

In general value added includes:

* Fund for compensation of employees
contributions and extra-budgetary funds)

(including

* Profits of the enterprise,
» Consumption of fixed capital [7].

In the existing methods of distribution of taxable income
only the first and last component is used: the wage fund of
workers and the residual value of depreciable property, which
characterizes the consumption of fixed capital. That is why we
offer to complement existing distribution from the taxable
base of participants CTG another - "profits of the enterprise."

1) In determining the mechanism of calculation of this
indicator should be guided by the following
requirements:

2) it should characterize the economic result of the
company,

3) comply with the current Russian Federation Tax Code
(Chapter 25), as it will be used in income tax
distribution,



4) avoid values duplication,
5) be simple and clear definition or calculation.

Typically, the calculation of value added includes the net
profit of the enterprise, which may correspond to the concept
of the tax base (TB) for income taxes (excluding income tax
itself). At the same time, the TB includes the taxable profit
from the main activity, as well as non-operating income and
expenses. The composition of the latter includes different
types of income and expenses, including those that do not
generate enterprise gross value added in the economic sense of
this indicator. Such income and expenses will distort the real
contribution of the company to the formation of the region's
GRP. The structure of the gross regional income (GRI)
includes the gross value added by OKVED, that is, by type of
primary activity companies, which for tax purposes the figures
of revenue from sales and the cost of production and sales.

Therefore, it is proposed to determine the indicator
"business profits" as the profit from the principal activity of
the enterprise in accordance with Chapter 25 of the Tax Code
for the purpose of economically sound allocation of income
tax between the parties CGT. It will be equal to the difference
between the proceeds of sale (article 249 RF TC) and the cost
of production and sales (article 253 RF TC).

II=J-P 3)

Where ]I - income from sales (excluding VAT and excise
tax), which are determined by the rules of article 249 of RF
TC and consistent line 010 of the sheet 02 of the Declaration
for profits tax;

P — production and realization costs, which are determined
by the rules of the Tax Code article 253 RF TC and match line
030 of the sheet 02 of the Declaration for profits tax.

Thus, the income tax distribution model between regions
in general will look like:

[e 1)+ A)+ 17,(0] - mx
0 4)

Transformations in the formula for calculating the share of
taxable profits enable to assess the contribution of each CGT
participant in the development of entire consolidated group.

Understanding these changes importance would give
impetus to the adoption of decisions aimed at the increase of
value-added of companies not only on the part of
management, but also to the conditions creation for the
development of enterprises by the regional authorities, as their
tax revenues from CGT depend on the effectiveness of the
company to the region. At the same time, this would boost the
socio-economic situation of the regions and the well-being of
the population.

Then we consider it is necessary to improve the model by
establishing the relevance of each factor. This would let take

into account the value-added of each company and the gross
value-added areas more accurately.

I1.11. THE SECOND STAGE - THE APPLICATION OF A COEFFICIENT
APPROACH.

This method involves the establishment of the importance
of each indicator for the various sectors.

The basis of the proposed model should be based on the
principle of social and economic orientation, so it should be
installed:

1. Factors for determining the significance of each of the
indicators based on the branch structure (economic value),

2. correction factors that take
efficiency.

into account social

Thus, the general formula for the distribution of the
consolidated income tax between regions will be:

-1
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d — share of the profits of each participant CTG, %

K.1, Koo, K¢ - coefficient of economic importance for each
indicator

K - social significance coefficient (therefore set only for
the value of the indicator "number").

N — number of CGT participants.

In order to determine the coefficients of the first group the
indicators reflecting the efficiency of the factors that must be
distributed in proportion to the CGT tax income have been
chosen:

TABLE | EFFICIENCY INDICATORS

Ne | Factors distribution of income | Indicators achieved
tax efficiency

1 The residual value of fixed assets Productivity of capital

2 The number of employees Working efficiency

3 Operating profit Profitability of production
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To take into account industry-specific indicators we will
analyze progress made in the CGT. By the end of 2014 17
groups CGT were created, 47% of which belong to the oil and
gas industry (307 companies). The second place is occupied
by metals: 29% or 5 members (51 companies), the third place
- telecommunications (12% or 2 players), in the banking and
energy sectors - 1 member CGT (Figure 2).

The figure shows the performance of the companies that
make up the various CGT.

The calculations of the basic indicators of enterprises
activity are presented in Table 2.



TABLE Il THE CALCULATED DATA OF PERFORMANCE INDICATORS

d =0,24.§ K ~TiT-Ksi T +O,40-{§:Ai}l A +o,37-§ni]ni Q)

Company Productivity | Working Profitability
of capital efficiency, of
n:'ﬂ-rub-/peo production We carry out the same calculations for other industries.
ple i
15C "NK" Rosnefc™ 0.9 53,06 oL Summary results are shown in Table 4.
JSC "Surgutneftegas" TABLE IV THE CALCULATED AVERAGE VALUES OF PERFORMANCE
122 13,36 0,12 INDICATORS FOR OTHER BRANCHES
JSC "AK" Transneft "
045 9,00 0,30 Branch Value ratio - the proportion of index
JSC "Tatneft” 0,94 22,92 0,26
SCN v ! ! ! Productivit Working Profitabilit
ovate 1,23 52,98 0,36 y of capital efficiency yof
JSC "Gazprom Neft" 131 29 40 0.13 production
JSC "NK" LUKOIL " 177 7373 005 The steel branch 0,41 0,24 0,35
JSC “"Mechel" icati
1,62 3,08 0,02 Telecommunicatio 0,37 0,31 0,32
.. m ns branch
JSC "Severstal 2,45 6,04 0,19
JSC "Novolipetsk Banks and other 0,31 0,38 0,31
Steel” 1,77 16,43 0,14 branches
JSC "Oskol Electric n —
Steel Works" 315 3.97 0,32 Thus, we can conclude that the most important indicator of
JSC "MIMC" Norilsk economic terms in oil and gas, iron and steel industries is the
Nickel " 1,16 6,42 0,40 efficient use of fixed assets, due to the specifics of industries
JSC "MegaFon® 1.40 2492 0.26 where there is a need for a large volume of fixed assets. In
JSC "Rostelecom” 091 196 013 other areas, all three index almost equal. The use of computed
CISC Bank VTB 24 6.32 813 013 ratios will also contribute to the implementation of the
TOTAL 108 15.63 013 principle of social and environmental equity, as a preferential

Using the method of multidimensional comparisons as a
basis, we give the total value of comparable indicators, taking
into account the dispersion.

TABLE 3 THE CALCULATED AVERAGE VALUES OF PERFORMANCE
INDICATORS FOR THE OIL AND GAS BRANCH

Company Productivity of Working Profitability of

capital efficiency production

JSC "Gazprom™ 0,113 0,016 0,418

JSC "NK" Rosneft " 0,294 0,105 0,093

JSC "Surgutneftegas"” 0,478 0,033 0,112

JSC "AK" Transneft " 0,066 0,015 0,711

JSC "Tatneft" 0,281 0,097 0,531

JSC "Novatek" 0,480 0,516 1,000

JSC "Gazprom Neft" 0,545 0,159 0,124

JSC "NK" LUKOIL * 1,000 1,000 0,019

TOTAL 3,257 1,940 3,008

The coefficient specific weight indicator 0,40 0,24 0,37

Thus, for the oil and gas industry the cost of fixed assets
used plays a crucial role in assessing the effectiveness of the
company. The general formula for the allocation of
consolidated income tax between the budgets will be as
follows:
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tax revenues in those subjects of Russian Federation, where
the main production assets of enterprises are, will compensate
for environmental damage and the removal of non-renewable
natural resources.

I1.111. THE THIRD STAGE IN THE CONSTRUCTION OF
GOVERNMENT AND TAXPAYERS INTERESTS’ COORDINATION
MODEL WITHIN THE CGT CREATION.

Accounting degree of depressive in  which

consolidated group of taxpayers operates.

regions

For the implementation of the social component of the
proposed methodology, the degree of depression of the regions
in which it operates consolidated group of taxpayers should be
taken into account.

Assessment of the degree of depression of the region has a
weighty significance in the analysis of socio-economic equity.
There is a method of funds distribution intended for the
additional financial support to depressed areas, which was
approved by Resolution of the Russian Government dated 19
September 1998, Number 1112. The basis of calculation was
adopted by the budgetary income-expenditure on socially
significant items including funds not backed by funding
sources for the reporting financial year, as well as accounts
payable. In this case, the main criterion for determining the
depression of the region is the estimated excess of expenditure
over income in the budget amount (ITp), which is determined
by the following formula:

Ip=[P]*-(P-7)-100%,

where

€]



P — socially significant costs to the budgets of Russian
Federation subjects, increase of accounts payable, grants
housing - communal services, etc.

I1 - revenues of Russian Federation subjects in view of the
financial assistance allocated from the federal budget,
increased by a source to cover the budget deficit in the form of
20 per cent of the arrears.

In 2013, the draft of Federal Law N 91010-3 “About bases
of federal support for depressed areas of the Russian
Federation” was prepared where the criteria for inclusion in
the region to this number got more accurate understanding and
formal vocation. Some experts believe the criterion for
depressive individual territories of Russia are the repeated
decline in production in key sectors of the territories economy,
which occurred during the last 15 years, the presence of
unemployment in excess of the all-Russian level and lagging
household income of the subsistence minimum. This is most
evident in company towns through all over the economy
activities [19].

According to the draft of the Federal Law N 91010-3 from
12.03.2003 criteria for inclusion of certain territories of
Russian Federation to depression are the simultaneous
combination of the following basic conditions:

1) Location within the administrative boundaries of one or
more neighboring administrative units (including those,
which are composed of one or more neighboring
Russian Federation).

2) Uniformity economy of depressed areas (similar
sectoral structure, level of development, the status of
fixed assets, etc.) in each administrative unit (region,
city), which is part of the territory.

3) Multiple (3 times or more) decline in production of key
sectors of the economy that occurred in the territory
over the past 12 years.

4) A significant (more than 1/4) lagging behind the
average in Russian Federation indicators during the last
3 years: the unemployment rate (as a percentage of the
economically active population); the ratio of cash
income and subsistence level of the population.

The classification of depressive territory of the whole
Russian Federation subject is permitted in exceptional cases,
the following conditions taking place at the same time:

e it occupies an area no more than 40 thousand square
kilometers;

o population is less than 500 thousand people;

e there is no more than two major industries, each of
which undergoes multiple (3 or more times) decline in
production over the last 12 years, in the territory of the
entity;

o the share of subsidies given to the subject of Russian
Federation should be at least 50 percent in the past 3
years in its consolidated budget.

Described methods are used for evaluation and formation
of inter-budgetary relations. We offer to finalize the
assessment of the level of depressive regions for taxation
purposes. The value of the coefficient will depend on its size.
The degree of depression is necessary to define by four levels:
extremely depressed region (Ks = 4), above average depressed
region (Ks = 3), below average depressed region (Ks = 2) and
not depressed region (Ks = 1). Basic principles and
methodology should be fixed at the legislative level.

Thus, the assignment of any of the regions depressive tax
status will increase the income of the budget of CGT
participants and thereby it will improve their socio-economic
status and well-being of the population.

IV, THE EFFECTIVENESS OF THE PROPOSED MODEL
EVALUATION.

Based on the financial statements for 2014 the group of
companies JSC "Oskol Electric Steel Works", which joined
the CGT in 2016, it could have been told about the next target
of calculated income tax in the regional budgets in 2015.

TABLE V ANALYSIS OF CHANGES IN INCOME TAX REGIONS (THESE

CALCULATIONS ARE MADE WITHOUT TAKING INTO ACCOUNT ASSESSMENT OF
DEPRESSIVE REGIONS, KS = 1)

Names of Planned tax Planned Planned | Region
major to the tax to the tax to paying
companies regional regional the the tax

CGT budget to the budget regional

CGT after the budget
(In creation of | after the
thous.rub.) CGT creation
(In of KGN

thous.rub.) (new

method)

Thous.

roubles.

JSC Oskol 1433588 6 470 685 5435 Old
Electric Steel 550 | Oskol
Works (JSC (Belgor

OEMK) od
region)
JSC Holding 3861309 - 1949 | Mosco
Company 330 w
"Metalloinvest"

JsC 12 695 358 6268 476 6930 Gubkin
Lebedinsky 955 (Belgor
Mining and od
Processing region)
Plant (JSC
Lebedinsky

GOK)

JsC 3649 247 3684 696 4076 | Zhelez
Mikhailovsky 491 | nogors
GOK (0JsC k
Mikhailovsky (Kursk

GOK) region)
JSC Ural Steel 828 155 6 043 800 4075 | Novotr
330 oitsk
(Orenb
urg
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region)

TOTAL 22 467 656 22 467 656 22 467

656

The new model allows to level the regions budget losses
with the creation of CGT, where the enterprises with high
performance are; more economically redistribution of tax
revenues between the regional budgets takes place, as well as
increase in social equity in tax revenues formation from
different regions (Fig.1).
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Fig. 1. Analysis of the effectiveness of the proposed model distributions of
income tax CTG participants.

V. CONCLUSION

In our opinion, the proposed government and taxpayers
interests’ coordination model within the CGT creation model,
based on the principle of social and economic equity, will lead
to the unification of common efforts between management
companies and regional authorities in order to improve the
efficiency of enterprises, expressed in the creation of new
jobs, attract investment, and benefits from development
investments. It will also contribute to the development of
regions social and economic situation and the welfare of
society.
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