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ORGANIZATION OF THE TAX MANAGEMENT PROCESS
IN HEALTH CARE INSTITUTIONS IN UKRAINE

Valentyna Ya. Kniazkova', Daria O. Huz?, Olena V. Rudinska®

The key to the success of any institution is ensuring proper management organization. The subsystem of management is tax
management, namely optimization of taxation aimed at achieving better business results. The medical industry is increasingly turning
into a business structure that functions according to the laws of a market economy, therefore the role of tax management in ensuring
the successful operation of health care institutions is growing significantly. This article analyzes the regulatory framework on taxation
and statistical data on the activities of health care institutions. The taxation systems provided for by the current legislation for medical
institutions of various forms of ownership and the possibilities of their application with the most beneficial effect for the institution are

considered. Peculiarities of the organization of tax management in health care institutions during martial law were studied.
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Formulation of the problem. Among the recent
legislative changes that affected almost all sectors of the
national economy, the medical sector occupies a special
place. Medical reform has created a powerful new industry
that is just emerging and growing rapidly. Medicine in
Ukraine has become a business and an opportunity to earn
and expand independently. Private medical clinics and
offices, massage salons, beauty salons, spa salons, which
also provide medical services to the population of the
country and attract the interest of tax authorities, join the
composition of purely medical institutions. The increase
in the number of private medical institutions in Ukraine is
recorded against the background of a general decline in the
volume of sales of goods and a decrease in the purchasing
power of the population. Therefore, the problem of
choosing a convenient taxation system for the provision
of medical services, that is, the optimal organization of
the tax management process in health care institutions, in
order to avoid excessive interference of regulatory bodies
in medical practice, logically arises.

Analysis of recent research and publications. The
research used the material of the Ministry of Health of
Ukraine, the National Health Service of Ukraine, the State
Tax Service of Ukraine, the State Statistics Service of
Ukraine from 2012 to 2021, research materials of scientists
on issues of management organization in health care
institutions. Research on the peculiarities of management
in medical institutions was carried out by such scientists as

V. Borshch, N. Kusyk, O. Rudinska [1], and others. At the
same time, insufficient attention is paid to the study of the
peculiarities of the organization of tax management in the
institutions of the health care system of Ukraine.

Highlighting previously unresolved parts of
the overall problem. Top-level managers of medical
institutions should focus on the correct selection of the
taxation system, because it is the optimization of taxation
in the medical institution that makes it possible to reduce
the tax burden on the health care institution, and direct the
freed funds to the development and improvement of the
quality of medical services, which will allow the medical
institution to occupy a reliable position on the market and
differentiate favorably from its competitors. However,
insufficient attention is paid in the scientific literature to
such issues as: organization of tax management in health
care institutions, optimization of taxation of medical
institutions, as well as peculiarities of their taxation during
martial law in Ukraine.

Formulation of the goals of the article. The purpose
of the article is to generalize the current norms of tax
legislation in the field of tax management organization and
to substantiate the possibilities of choosing the optimal
system of taxation by health care institutions in Ukraine
in conditions of economic instability on the basis of
sustainable development.

Presentation of the main research material.
Management in health care institutions is the direct
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management of a medical institution as an independent
financial and economic unit [1, p. 11], a separate and
integral component of which is tax management. The proper
organization of tax management in health care institutions
determines the correct choice of the optimal taxation
system, which directly affects the results of the activity of
a medical institution of any form of ownership, regulates
the amount of profit received, outlines the prospects for
the development of the institution, ensures the motivation
of medical personnel and increases the rating of the health
care institution health in the market of medical services.

The dynamics of the number of health care facilities
in Ukraine over the past ten years (Fig. 1) shows that
the number of hospital and medical outpatient polyclinic
facilities has remained at a relatively stable level,
while the dynamics of the number of medical personnel
(Fig. 2) shows a steady downward trend, with the statistics
of 2021 recorded the highest rate of decline of these
indicators.

Against the backdrop of a decrease in the total number
of hospitals and medical outpatient polyclinic institutions,
a decrease in the number of doctors and medical staff, it
is extremely important to make a decision to choose the
legal form of business relations of each individual medical
institution and organize the process of its tax management.

The most widespread form of taxation of private
medical institutions is the registration of a legal entity in
the form of a limited liability company. The choice of the
taxation system is influenced by the volume of medical
services that will be provided, the amount of medical

equipment that will be used, the types and specifics of
medical services, the amount of medicines, preparations,
and other consumables used in the process of work
by a medical institution to provide medical services.
The simplest and most convenient form of taxation for a
private medical clinic is a simplified system of taxation,
accounting and reporting, namely registration by the payer
of a single tax with the selection of the third taxation group.
In this case, the medical clinic as a legal entity is obliged
to pay a single tax in the amount of 5% of the received
income (all money received in cash or deposited into the
account), and will not be able to reduce the amount of tax
in case of expenses. If the medical clinic is registered as a
VAT payer, the single tax rate is 3% of the received income.
This type of taxation is very convenient for small health
care institutions that do not have large costs for renting real
estate, and the costs of paying for medicines and medical
preparations are insignificant. Staying in the third group
of the single tax also ensures minimal accounting costs.
The only limitation is the annual amount of income for the
previous calendar year, which is 1,167 times the minimum
wage established by law on January 1 of the tax (reporting)
year (in 2023, this amount is UAH 7,818,900).

If a medical clinic incurs significant expenses
during the provision of medical services, for example,
in connection with the rental of a large premises, the
purchase of a significant number of medical drugs,
and has a large number of hired workers, then in such
circumstances it is better to choose a general form of
taxation. This involves the payment of income tax by the
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Figure 1 — Dynamics of the number of health care facilities in Ukraine in 2012-2021,
at the end of the year, thousands of facilities

Source: State Statistics Service of Ukraine [2]
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Figure 2 — Dynamics of the number of doctors and medical personnel in Ukraine
in 2012-2021, at the end of the year, thousands of people

Source: State Statistics Service of Ukraine [2]

medical institution on a general basis, and according to
the Tax Code of Ukraine [3, Art. 133—-142] the payer can
use the right to reduce the amount of income tax by the
amount of expenses incurred.

Other forms of taxation are provided for private
doctors, the simplest of which is the registration of a doctor
as an individual entrepreneur. According to the norms of
the Tax Code, the provision of services to individuals
provides the opportunity to also take advantage of the
simplified taxation system and register as a single tax payer
of the second group with the payment of a fixed amount
of the single tax in the amount not exceeding 20% of the
minimum wage established by law as of January | of the tax
(reporting) year, which in 2023 amounts to 1,340 hryvnias,
and the single social contribution (USC) in the amount of
22% of the minimum wage — in 2023 — 1,474 hryvnias per
month. Given that the doctor provides medical services
specifically to patients — natural persons, he can use such
an alternative possibility.

A more complex form of taxation is provided for
doctors who cooperate with insurance companies and
receive full or partial payment for medical services from
insurance companies. Taking into account the fact that
the norms of the Tax Code prohibit natural persons-
entrepreneurs of the second group from cooperating with
legal entities (in particular, with insurance companies as
well), the doctor has the opportunity to choose only the
third group of taxation, for which it is necessary to submit
a corresponding report to the tax authority at the place of
registration statement The transition from one single tax
group to another is possible only from the beginning of the
new quarter, and the application itself must be submitted

15 days before the beginning of the next calendar quarter
[3, clause 298.1.3]. According to the rules of being in the
third group of taxation, the doctor will pay a single tax of
5% of the total amount of income received from patients.
In addition, doctors paying the single tax of the third group
separately pay a single monthly social contribution.

The third group of taxation is also very convenient
for doctors who serve legal entities in accordance with
contracts concluded with them and receive monetary
compensation from them for the medical services provided
to their employees.

An important aspect for the provision of medical
services by an individual entrepreneur and their taxation is
the availability of a higher medical education.

According to the current legislation of Ukraine,
entrepreneurs are allowed to provide medical services
without a higher medical education. For this, it is enough to
register a limited liability company or to provide medical
services by staffing the staff with medical and non-medical
workers in accordance with the declared specialties
[4, item 35]. In such a case, the individual entrepreneur
should enter into employment contracts with each of the
medical workers, calculate, withhold and pay from their
wages personal income tax and military levy, as well as
pay the unified social contribution (USC), based on the
amount of wages charged to each worker .

The issue of paying the value added tax (VAT) when
carrying out medical practice requires considerable
attention.

According to the provisions of the Tax Code of Ukraine
[3, item 197], as well as the Letters of the State Fiscal
Service of Ukraine [5;6], which reflect the official position
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of the SFS on this issue, health care institutions are exempt
from paying VAT if the following criteria are met:

1. The taxpayer — a legal entity or an individual
entrepreneur, in accordance with the provisions of the
current legislation, must have the status of a health care
institution.

2. A medical institution must have an appropriate
license to provide medical services.

3. The health care institution is obliged to provide
medical services that meet their definition.

4. The medical institution has the right to provide
only services, the list of which is not included in
paragraphs "a" — "o" of clause 197.1.5 of the Tax Code
[3, clause 197.1.5] (for example, cosmetology services,
massage, examination of persons with for the purpose of
issuing a medical opinion for obtaining a driver's license,
the right to carry weapons, etc. — subject to VAT).

At the same time, the legislation stipulates that medical
care of citizens at their request in medical institutions
with improved service should be subject to VAT.
Nevertheless, the concept of "improved service" is not
regulated by law, so it can be assumed that any medical
clinic of the VIP class or a clinic whose services are
expensive (much more than the average market price of
such services) can be classified as a medical an institution
with improved service. The definition of the concept of
"improved service in medical institutions" is given only
in the Letter of the Ministry of Health of Ukraine dated
12.03.99 No. 10.03.68/252 "Regarding the definition of the
term "improved service" in medical institutions", which
has lost its validity [7] . But in the absence of current norms
regarding the definition of the term "improved service in
medical institutions", it is advisable to take into account
its provisions:

"This term applies only to inpatient facilities and
departments of health care facilities, in which, in addition
to medical and necessary household equipment, the
wards for the stay of patients are additionally equipped
with televisions, telephones, air conditioners and other
household appliances, equipment, blankets, etc., intended
for increasing comfort of stay, and the payment of which
in determining the cost of such services, patients agree
to pay. The presence of medical equipment of any level,
the presence of a refrigerator in the ward and the number
of patients in it cannot be considered improved service.
Improved service also does not include equipping halls
and other common areas with refrigerators, televisions,
soft furniture, blankets, etc. in both outpatient and
inpatient facilities and departments of health care
facilities" [7].

In view of this, a medical institution that provides
VIP-class medical services is recommended to amend its
Charter and provide in it a definition of the terms "ordinary
service" and "VIP-service" or "improved-class service".
The term "ordinary service" can be defined as a complete
list of services provided by a medical institution and which
are in the greatest demand among patients. "Enhanced
service" services can be considered medical services that
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are planned to be provided very rarely, or perhaps not at
all. In the event of a conflict of interest, the tax authority
will be forced to agree with the charter of the health care
institution and recognize it, since the limited liability
company is guaranteed the freedom to choose the text of
the charter [8, Art. 11].

Current tax legislation for private doctors provides for
such a form of registration as independent professional
activity (self-employment).

The peculiarity of this form of activity is that the
doctor is not registered as an individual entrepreneur, but
is required to obtain permission from the regulatory body
(Ministry of Health) — a certificate, certificate, license,
permit or other admission to work, which confirms his
qualifications. An application for carrying out such activity
is submitted to the supervisory authority at the place of
registration. A doctor engaged in independent professional
medical activity pays tax on net income — 18%, military
levy — 1.5% and USC, and the amount of tax on net income
can be reduced by specifying expenses for carrying out
independent professional activity. All other taxes levied
according to the rules of the general taxation system are
also paid.

If the license is in the process of registration, it is
more profitable to choose a general taxation system or a
simplified one on the III group. For a working doctor with
small volumes without employees or with a small number
of them, it is enough to register as a payer of the single tax
of the second group.

It should also be taken into account that the advantage
of the simplified taxation system is the exemption of the
payer of the single tax from the obligation to calculate, pay
and submit tax returns for the following taxes and fees:

— corporate income tax;

— personal income tax;

— value added tax, except for taxpayers of the III group
at a rate of 3%;

— property tax in the part of land tax for land plots used
by taxpayers of the single tax for economic activity.

Nevertheless, regardless of the choice of taxation
system, health care institutions are obliged to pay all other
taxes provided by tax legislation, namely: tax on real
property other than land, land tax, and in some cases —
excise tax.

During the martial law, the Government of Ukraine
decided to introduce a number of temporary measures
aimed at economic support for business by reducing the
tax burden. Thanks to such measures, private doctors
working on the single tax of the second group have the
right not to pay the single tax. Exemption from payment
of USC applies to all private doctors working on both the
simplified and general taxation systems, or carrying out
an independent professional activity. Private doctors and
private medical institutions, which are payers of the single
tax of the second and third groups, are allowed not to pay
the USC for mobilized workers, these amounts will be
paid at the expense of the state budget. The opportunity
to use the single tax option will be significantly expanded
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for medical institutions — large business entities: the annual
income for them will be increased from UAH 10 million to
UAH 10 billion; tax payment at the rate of 2% of turnover
has been introduced; restrictions on the number of hired
workers and types of activities have been removed.
At the same time, the right to determine the tax payment
procedure remains with the Government [9].

The actions of the Government of Ukraine are aimed
at creating favorable conditions for the functioning of
small and medium-sized businesses, their support and the
ability to resist the consequences of Russian aggression.
The medical business also successfully wuses the
opportunities provided by the Government and organizes
the tax management process in accordance with the
requirements of today and its organizational features.

At the same time, the state and local self-government
bodies create state and communal health care institutions
that are fully or partially financed from the budget [10].
The main task of such medical institutions is to provide
free medical care to the population and paid medical
services that are not prohibited by law [11].

Such health care institutions, as a rule, do not pay
income tax as long as they have a non-profit status and use
the received income for the intended purpose.

According to the norms of the Tax Code of Ukraine, an
enterprise is non-profitable if it simultaneously meets the
following four requirements:

— formed and registered in accordance with the law
regulating the activities of relevant non-profit enterprises;

— 1is included in the Register of non-profit institutions
and organizations;

— has a statute prohibiting the distribution of income
between founders, members of management bodies, and
employees (except for wages and the calculation of a single
social contribution);

— provides for the transfer of assets to non-profit
organizations or their inclusion in the budget income in
case of termination [3, Art. 133.4].

The income of such an institution should be understood
not only as subsidies or funds from the National Health
Service, but also as income for paid medical services
provided for by the statute. Targeted use of income
involves spending it exclusively to finance expenses for the
maintenance of a medical institution, the realization of the
purpose and areas of statutory activity.

If a state or communal health care institution uses
funds for other purposes, it loses its non-profit status, is
excluded from the Register of non-profit institutions and
organizations and becomes a general income tax payer.

A state health care institution or a communal non-
commercial enterprise (CNCE) is subject to mandatory
registration as a value added tax payer only if the volume
of taxable transactions for the previous reporting year
exceeded UAH 1 million. Otherwise, VAT is not paid or
voluntary registration of the VAT payer is carried out. The
main VAT regimes for state or CNCE are the application of
the rate of 7% and tax credits, some medical services are
taxed at the rates of 0% and 20%.

The state or CNCE cannot be a single tax payer.
The single tax is not paid by legal entities in whose
authorized capital the share belonging to other legal
entities — non-payers of the single tax exceeds 25%
[3, clause 291.5.5].

In a state or communal enterprise, this share is 100%,
because it has a single owner — the state or territorial
community represented by an authorized body.

The specified health care institutions do not pay real
estate tax if they are established by the state or a local self-
government body; received real estate from the owner (state
or territorial community) for operational management;
financed from the state or local budget; have a non-profit
status.

The legislation exempts from land tax the state and
CNCE, which are fully financed from the state or local
budget [3, clause 282.1.4]. If such medical institutions
have other sources of funding, they pay land tax on a
general basis. But taking into account the fact that the land
tax is part of local taxes and fees, the local self-government
body has the right to establish additional land tax benefits
for territorial health care institutions [3, item 284.1;
12, p. 28, part 1, art. 26 ].

A health care institution that uses the labor of hired
workers is a tax agent in relation to them, which is obliged
to withhold and remit to the budget personal income tax
(PIT) at the rate of 18% and military levy at the rate of
1.5% [3, p. 162.1.3, p. 168.1].

All state and CNCE that use the labor of hired
workers on the basis of labor contracts (contracts), civil
law contracts or on other terms stipulated by legislation
are USC payers [13, Article 4]. The medical institution
pays the USC under civil law contracts, if the executor is
not registered as an individual entrepreneur or a person
engaged in independent professional activity. The size of
the USC is 22% of the single contribution calculation base.

Therefore, for all taxpayers, including health care
institutions, the current tax legislation regulates an
alternative option of choosing a taxation system [14].
The amount of taxes that must be paid to the budget, the
price of medical services, the amount of profit received
and further prospects for the development of the medical
institution will depend on the decision of the head of the
medical institution.

Conclusions. Properly organized tax management in
health care institutions ensures their tax optimization, which
is implemented by implementing certain organizational
measures within the limits of current legislation, related
to the choice of legal registration of economic relations
of each individual medical institution, time, place and
types of medical services, creation and supporting the
most optimal and effective schemes, choosing contractual
relations, with the aim of increasing the cash receipts of
the health care institution at the expense of minimizing tax
payments. Optimization of tax management involves the
correct selection of the taxation system, strict compliance
with tax legislation and the prevention of any fines from
the control authorities.
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OPTAHIBALIS ITPOUECY INOJATKOBOI'O MEHE/KMEHTY
B 3AKJVIAJIAX OXOPOHM 3/10POB’s1 B YKPAIHI

Banentuna fIkiBna Kusasekosal, lap’a Oaexcanapisua I'y3n?, Onena Bosogumupisna Pyaincobka’

3anopykoro ycnixy 6yo0vb-axoeo 3axknady € 3a0e3nedeHHs HANeNCHOI opeawnizayii menedscmenmy. Iliocucmemoro menedsxcmenmy
BUCIYNAE NOOAMKOBUL MEHEONCMEHN, a came ONMUMI3ayis ONOOAMKYBAHHS, CHPAMOSAHA HA OOCACHEHHs KPAWUX pe3yabmamie
oisitbHocmi. Meoduuna eanysw éce Oinvbuie nepemeopioEmvCst Ha OI3HeCo8y CMPYKMYPY, KA (DYHKYIOHYE 30 3aKOHAMU PUHKOBOL eKOHO-
MIKU, MOMY POb NOOAMKOBO20 MEHEONCMEHMY 8 3aDe3neueHHi YCniuHoi OianbHoCmi 3aK1a0i8 0XOPOHU 300P08 sl 3HAUHO 3POCIAE.
B meouunux 3axnadax xepieHuku 6epxHb020 piGHs YNpaeiiHHa NOGUHHI KOHYEHMPYsamu yeazy Ha NpAsuibHOCHI 00panHs cucmemu
onooamxyeants, 60 came OnMUMI3ayisi ONOOAMKYBAHHS 6 MEOUYHIL YCMAHOGI 0A€ MOJICTUBICIb 3HUUMU 1T NOOAMKO8e HABAH-
maoicents. Mema cmammi nonizac 8 y3a2anbHeHHI YUHHUX HOPM NOOAMKOB020 3AKOHO0A8CMEA 6 chepi opeanizayii noOamKo802o
MeHeOHCMEHMY Ma OOIPYHMYSAHHI MONCIUBOCHEN OOPAHHA ONMUMANLHOL CUCTEMU ONOOAMKYB8AHHA 3aKIA0AMU cPepu OXOPOHU
300p08’s 8 Yrpaini 6 ymosax eKoHOMIUHOI HecmabilbHOCMI HA 3acadax cmanoeo po3sumky. Bupiwenns nocmaenenux y cmammi
3a60aHb 30IUCHEHO 30 O0NOMO20I0 MAKUX 3A2ATbHOHAYKOBUX | CHeYianbHUX Memooig 00CIi0NHCeH A, MOHO2padiune 0OCmediCceH s, Y3a-
2AIbHEHHS, CUCMeMAMU3ayis, eKOHOMIKO-CIMAamucmudnuil ananis. B oocnioowcenni sukopucmanuti mamepian Minicmepcmea oxoponu
300po6’s Vkpainu, Hayionanvroi ciayocou 300pos’s Vrpainu, Jepoicasnoi nodamkoeoi cayocou Yrpainu, [epocasnoi cuyscou cma-
mucmuku Ykpainu 3 2012 p. no 2021 p., mamepianu 00criodiceHb HAYKOBYIE 3 NUMAHbL Op2aHizayii ynpasuinHa 6 3aK1a0ax OXOPOHU
300p08’s1. B oaniti cmammi npoananizo8ano HopMamuery 6aszy 3 numans On00AmKY6aHHs Ma CMamucmudHi 0ami OisibHOCI 3aK1A0I8
OXOpOHU 300p08’s. Posensinymo cucmemu onodamkyeéanns, nepeddaueni YuHHUM 3aKOHOOABCMEOM Oisl MEOUYHUX 3aKAA0I8 PIZHUX
¢Ghopm enacrocmi, ma MONCIUBOCII IX 3ACMOCYBAHHS 3 HAUBULTOHIWUM 0151 YCMAHOB8U eheKmom. JocniodceHo ocodiusocmi opeanisa-
Yii' NOOamMKOB020 MEHEOHCMEHMY 6 3aKNA0AX OXOPOHU 300P08 5 Ni0 YAC B0EHHO20 CMAHY. 3aNpONOHO8AHO ONMUMIZAYII0 NOOAMKOB020
MEHEOHCMEHMY MeOUYHUX 3aKIA0I6, KA HAOACb MOICTUBICIb 3HUSUMU NOOAMKO8E HABGAHMAICEHHS. HA 3AKAA0 OXOPOHU 300P08 5, a
3GIIbHEHI KOWMU CRPAMYSAMU HA PO36UMOK Md NOKPAWEHHS AKOCII MEOUUHUX NOCTYe, WO 003601UMb MEOUUHIl YCMAHO8I 3aiHAMU
HAOIIHY NO3uYiro Ha PUHKY MA U2IOHO GIOPIZHAMUCH 8I0 C80IX KOHKYDEHMIB.

Knrouosi cnosa: menedsicmenm, no0amroguil MEHeONCMeHN, MEOUUHI YCIMAHOBU, OXOPOHA 300P08 I, CUCEMA ONOOAMKYEAHHSL.
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