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SYSTEMIZATION OF ACCOUNTING
AND TAXATION APPROACHES OF
COMMISSION OPERATIONS

O6’ckmom 0arnozo 00CAIONCEHHA BUSHAUCHO MEXANI3M 30TUCHEHHA KOMICIUHUX ONepauitl ma ynpasiinms Humu
AK THCMPYMenmom onmumisayii euxopucmanns Qinancosux pecypcie nionpuemcmea. Ipobiemnum € yiauil pso
nUMais, o6 s13anux 3 i0enmuikayicio Komicitnoi onepauii, it doxymenmyeanusim, cmamycom ii yuacnuxie (xo-
Micionepa ma Komimenma), Memoouxoio po3paxymKy niamu 3a KOMICIHIHI NOCiyzu ma GUSHAYEHHAM UiH0BOL
nonimuxu. A maxoxc nopsoxom eidodpascenns 6 byxearmepcokomy 00Ky ma 36IMmHOCMI CIMARY Ma Pe3yibmamis
soiticnenns exazanux zocnodapcviux onepauii. Kpim mozo, nompebyiomo eupiwenis npobiemu onooamxyeaniis
KOMICIHHUX ONePauitl npu Pisnux nooamrosUx CUCMemMax ma 00paniux nooamkax.

B x00i docridicennss uxopucmosysaiucs meopemudni ma emnipuuni memoou 00CiioNcenHs, ceped SKux
abcmpazyeanis ma KOMKDeMuU3auis, SKi 3a6e3neviunu SUSHAUCHHI MeXHC KOMICIHNUX onepayii ma npouedypu ix
doxymenmyeanis. s nobyoosu cucmemu CKAA008UX KOMICILHOT onepauii 3 memoio opzanizayii 061ikosux npouyecie
ix 6idobpasiceris 3acmocoeano memoou pynyeanis, anaiozii ma meopemuunozo y3azaivienis. Buxopucmanis
iHOYKMUEH020 NI0X00Y Ma MOOCI06AHS CNPUSILO PO3POOUT ANZOPUMMIE ONMUMI3AUTT 0NO0AMKYBANHA KOMICITIHUX
onepauii. Kpim mozo, 3acmocosani memoou nopiensmniis, anaiisy i cunmesy 6 NOEOHAnHI 3 CUCTREMHUM Ni0X000M
003601UNU GUSHAUUMU METOOUKY OYX2aimepcvKo20 00Ky KOMICIIHUX 0nepayiil.

Y pesynvmami docniocens cucmemamusosano nopsadox 06Ky KOMICHIHUX 0nepayiil y 060X Cmopin 6Ka3an0z0
y pobomi 002060py. OOnuM i3 HANPAMKIE YOOCKOHALEHIA UTHOB020 MEXANIZMY € MAKONC CKACYBAHS 0006’ A3K068020
nPogedeHHs ONePayiil YUinKku, 8 Pe3yJomami 40zo CKOPOMSMbCs 6UMPAMU UaCY HA OOKYMEHMATIbHE OPOPMIEHHS
ma 061K06ULL NPOYEC 3a3Hauenol onepayii ma nioeUUMbCs 3AUIKAGLCHICMb KOMIMENMIE i NOCAY2aX NOCEPEOHUKA.
3anpononosaio yoockonanenns pospaxynxy II/IB ¢ npoueci sditicnenns xomiciinux onepayiil. Ilpu yvomy 3ade3-
newyemvcs €0unUtl NOPAOOK Hopmyeanis nodamrosux 306068’13anp ma no0amKko80zo Kpeoumy Komimenmie ma
xomicionepis, a II/[B 6yode cniauenuil y 6100%cem MilvKu 3 KOMICHIHOT 6UNG20POOU, WO O0360LAE ONMUMIZYEAMU
BUKOPUCMANHS PeCypCie nionpuemcmed. Y nopieusamnii 3 iCHy0UUM nOpsaoKoM, ue Hadae MONCIUBICID ONMUMIZY-
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samu 00206ipny NOLIMUKY NIONPUEMCNEA Ma cmpamezivne NiAHYEanis OisibHOCMI NIONPUEMCMEA.
Kmouosi cnosa: Oyxzaimepcokuil 00K nionpuemcmea, npouec 00KYMeHmayii KoMicitinux onepauiil, Komiciina

BUNAZOPOOA, KOMICIIHA MOP2i6ist, 00206ip KOMICIL.

1. Introduction

In recent years, the Ukrainian economy has been charac-
terized by a trend of increasing competition, a decrease
in profits and a slowdown in the development of the
domestic market. In this regard, the leaders of Ukrainian
enterprises are in constant search for ways to improve the
profitability of their activities. One of these ways is the
effective management of inventory, based on the formation
of accounting information on commission operations. So,
it is necessary to pay special attention to the organiza-
tion of the account of the calculations of the enterprise
for commission operations in modern business conditions.

Today, commission trading occupies a particularly im-
portant place in the economy as a specific intermediary
between the spheres of production and consumption. The
effectiveness of the economic activity of an enterprise selling
goods on the terms of commission trading depends on the
organization of a mechanism for obtaining reliable and
complete accounting and economic information. For which
the role and importance of accounting for commission trade
is increasing as one of the particularly important func-
tion of managing the economic activity of an enterprise.
However, the existing system of organization of accounting

for commission operations at the enterprise is not able to
fully meet the growing needs of management. The inac-
curacy of presentation and frequent changes in legislative
regulation led to a distortion of the essence of commission
intermediation, a lack of understanding of the subject and
object of accounting. The latter led to a decrease in the
efficiency of commission operations and a decrease in the
use of this yield management tool. Thus, it is relevant to
study the essence of commission operations to determine
directions for improving taxation mechanisms.

2. The ohject of research
and its technological audit

The object of this research is the mechanism of com-
mission operations and their management as a tool to
optimize the use of financial resources of an enterprise.

Commission operation is an operation that is performed
by one of the parties (commission agent) on behalf of the
other party (committent) for a certain fee (commission).
Commission operations are carried out by functioning enter-
prises and banks. An enterprise that purchases or sells
goods on behalf of and at the expense of the principal
(secondary manager) is called a commission. The commission
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is set mainly as a percentage of the volume of sales or
purchases of goods.

The modern scientific and methodological base of ac-
counting and taxation of enterprises’ calculations for com-
mission operations does not fully satisfy management needs.
Economic activity of the enterprise involves making a profit,
depends on the range of goods, the sale of which provides
income. Therefore, the creation and operation of methods
and forms of accounting and optimization of taxation of
commissions of goods can be achieved through effective
management of commodity resources.

3. The aim and ohjectives of research

The aim of research is systematization of the approaches
to accounting and reporting in the taxation of commis-
sion operations.

To achieve this aim it is necessary to perform the fol-
lowing tasks:

1. To determine the elements of the commission opera-
tion as an object of accounting.

2. To systematize the set of documents drawn up when
performing commission operations.

3. To update the order of accounting reflection of cal-
culations for commission operations, taking into account
the clarification of the positions of the subject of the
commission operation.

4. To highlight points of attention to optimize the
calculation of the value added tax within the commission
operations.

4. Research of existing solutions
of the prohlem

Accounting and taxation of commission operations is
a direction, which is little studied in accounting scientific
thought. The study of the peculiarities of accounting for
commission operations, as a rule, occurs in educational lite-
rature. Moreover, questions of a methodological nature are
disclosed in the process version [1, 2]. Particular attention
is also paid to documenting transactions in commission
trade [3, 4]. In particular, the researchers consider in detail
the procedure for the formation of primary documents
to ensure the reliability and transparency of the actions
of participants in commission operations for the purpose of
effective internal control.

However, a study of scientific works shows that the
issues of commission operations are considered in terms
of the organization of trade relations [5, 6]. Researchers
are studying mechanisms for implementing commission
operations as an object of managerial influence. In fact,
these approaches are basic for organizing accounting records
of the state and results of a commission transaction. In
terms of accounting, attention to commission operations
is paid in a small number of works [7, 8]. The authors
systematize approaches to the formation of correspondence
accounts, but taking into account the peculiarities of the
norms of international law.

In scientific sources it is possible to find the consi-
deration of the organizational aspects of the commission
operations exclusively in the part of mediation. In par-
ticular, the peculiarities of the moral aspect of interme-
diary operations [9] are considered, indicating the need
to comply with moral principles when representing the

interests of third parties and financial evaluation of such
services. The most popular issues currently are identification
and assessment of obligations in intermediary operations
in electronic commerce [10, 11]. As a rule, this issue is
considered in the writings of the legal direction.

However, the issue of improving the efficiency of docu-
mentation and taxation systems for commission operations
in Ukraine requires further consideration and a compre-
hensive final decision.

5. Methods of research

The following research methods are used:

— abstraction and specification, which provided the
definition of the boundaries of commission operations
and procedures for their documentation;

— grouping, analogies and theoretical generalization is
applied to build a system of components of a com-
mission operation in order to organize the accounting
processes of their display;

— inductive approach and modeling contributed to the
development of algorithms for optimizing the taxation
of commission operations;

— comparison, analysis and synthesis in combination
with a systematic approach make it possible to determine
the method of accounting for commission operations.

6. Research results

In the course of business, enterprises carry out various
operations, including commission. Now in the scientific
literature there is no classical definition of commission
trading, which is considered mainly as a type of retail [5].
The study of the legal peculiarities of conducting trade
transactions on commission terms makes it possible to
determine commission trading as a form of trading acti-
vity. The basis is the relationship between the committent
and the commission agent, occurring on the basis of the
concluded commission agreement. The next element is the
commission agents’ relationship with the final buyer of the
goods, which occur on the basis of the contract of sale.
The identified stages and elements of commission trade
testify to the specific intermediary nature of the commis-
sion transaction and help to establish the legal aspects of
the relations between the parties, revealing the external
and internal features of these operations.

The commission form of trade has all the features in-
herent in such an activity, but it also has its own specific
differences. First of all, this is what commission trade
combines two important structural elements — it is trade
and the provision of services, hence its dual nature [6].

A commission operation is an operation that one of
the parties (commission agent) performs on behalf of the
other party (committent) for a certain fee (commission) [4].
Commission operations are carried out by functioning en-
terprises and banks. An enterprise that purchases or sells
goods on behalf of and at the expense of the principal
(secondary manager) is called a commission. The com-
mission is set mainly as a percentage of the volume of
sales or purchases of goods.

Commission is the fee that the company pays to the
seller in exchange for services at the conclusion of the sale.
Commission may be based on a payment plan, or (more
often) as a percentage of income received. The slightest
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distribution is a commission that is based on gross margin
or net profit from the sale [2].

According to the accrual method, it is necessary to
fix expenses and compensatory responsibility for the com-
mission in the same period as the sale.

It should be noted that commission operations have the
greatest value for enterprises in terms of occupying stable
positions both in the domestic and foreign markets. The
most used commission operations for the sale of exclusive
goods, inventory items, antiques, owned by the company. In
this case, the committent remains the actual owner of the
goods until the moment they are transferred to the buyer,
and the commission agent, in turn, is exempted from the
risks arising during the sale of this goods. However, the
main factor in the development of trade intermediation is
legislation that allows participants in commission opera-
tions to calculate the object of taxation on a cash basis.

Today, commodity operations and settlements with com-
mittents are the basis of the financial and economic activities
of the commission agent and, at the same time, is one of
the most labor-intensive areas of accounting in the general
system of organization of accounting in the enterprise.

Correspondingly organized information support of the
accounting system at commission trading enterprises is
provided by several components. Among them:

— clearly defined procedure for organizing the assembly

and processing of primary documents (starting from

the moment of their formation in the accounting de-
partment or receipt);

— mechanism of preservation with the subsequent ar-

chiving of these documents.

At the same time, an important decision at the present
stage of management is the choice of the form of documenta-
tion: paper or electronic. The latter allows to significantly
reduce the time and resources spent on organizational sup-
port of the operation.

An accounting document must not only officially con-
firm the actual conduct of a business transaction, but also
provide the user with economic information in a convenient
form. Here a number of difficulties arise (Fig. 1).

Difficulties in registration for commission

operations
R Bulkiness
| Complexity of filling
Not fully meet the infon.nation needs
of the enterprise

Fig. 1. Difficulties in processing primary documentation
for commission operations [1]

Because of this, additional material and labor costs are
generated.

Documentation of commission transactions begins with
the drafting of a commission agreement. A commission agree-
ment is a civil legal act whereby the commission agent un-
dertakes, on behalf of the committent for the corresponding
remuneration, to make transactions on his own behalf, but
at the expense of the committent. The use of a commission
agreement in trade relations is now quite common. Such

a business relationship scheme provides additional advan-
tages over a classic sales contract. In particular, it allows
the commission agent to enter the goods turnover at low
costs, the committee can expand the sales market for its
products, and also significantly optimize the costs of both.
The procedure for recording business transactions under
a commission agreement in accounting is largely determined
by the provisions of the agreement concluded between the
parties. And the extent to which transactions related to
the commission agreement in accounting are reflected cor-
rectly also determines the size of the tax burden of the
enterprise. As a rule, the implementation of commission
operations allows to influence the amount, the period of
occurrence of tax liabilities. Thus it turns out a reliable
tool for managing resources that are sent to pay taxes.

In the current business environment, a specific set of
various types of primary documents is applied for pro-
cessing commission operations (Fig. 2). In this case, the
base is a clear definition of the terms of the commission
transaction in the contract and regulatory documents that
accompany its implementation.

Documenting operations

receipt for acceptance of commission goods
(form No. 1-BT)

receipt merchant card for acceptance of commission
goods (form No. 2-BT)

product label (form No. 3-BT)

\| appraisal-acceptance list (form No. 4-BT) |

act of devaluation of commission goods (form No. 5-BT)

\| negotiable list (form No. 6-BT) |

\| revaluation act (form No. 7-BT) |

\i profit list (form No. 8-BT) |

Fig. 2. Documentation of transactions (3]

The main primary documents that are issued in the
implementation of commission operations are:

— receipt;

— product label;

— price tag;

— appraisal-acceptance list;

— sales receipt;

— cash receipt;

— register of sales receipts;

— register of copies of receipts;

— act of devaluation of the commission goods;

— revaluation act;

— act of withdrawal of commission goods from the sale;

— profit list. Negotiable list.

In accounting, which is carried out by the committent,
the commission transaction for the purchase of goods is
reflected in the same way as any other purchase. The only
difference is that the counterparty is not the supplier of
the goods, but the commission agent. The committent is
recognized expenses in the amount of commission.
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The committent takes into account the goods transferred
to the commission agent for sale on subaccount 283 «Goods
on commission». Moreover, analytical accounting is conducted
on the types of goods transferred and commission agents.
The committent who sold the goods that were intended for
sale to the commission agent reserves the right of ownership
of these goods until the time of their sale [12].

After the fact that the commission agent sells the goods
that are owned by the committent, the committent must
recognize the income from the sale. The specified amount of
income received is reflected in the credit of subaccount 702
«Income from the sale of goods». At the same time, accoun-
ting standards oblige to recognize expenses in the amount
of the initial cost of goods sold (debit 902, credit 283).
The amount of commission, the committent charges and
pays to the commission agent, is reflected in the debit of
account 93 «Distribution costs».

Table 1 shows the features of accounting of commission
transactions with the payment of services of the commis-
sion agent.

Tahle 1

Accounting of commission operations with payment of services
of the commission agent*

No. Business transaction Dehbit | Credit

1 | Goods transferred to the commission 283 | 281
Accrued tax liability for VAT with the subsequent

2 - 643 | 641
transfer of goods to the commission agent

3 | Sales of goods by a commission agent 361 702

4 | Beflects the tax liability for value added tax 702 | B43

5 Heflectg the cost of goods in the expenses of the 902 | 283
enterprise

6 | Credited proceeds from the sale of goods 311 361

7 | Expenses for commission agent services 93 631

8 Accrued tax t:r'e'dit for value added tax for commis- 641 631
sion agent services

9 | Transferred to the commission agent 631 311

Note: built by the authors on the basis of data [7]

The revenue of the sale of goods by the committent
takes into account on the date of the sale of goods by
the commission agent, indicated in the report of the com-
mission agent, writing off their cost price from the ba-
lance. According to the certificate of services rendered
by the commission agent, the principal in the amount of
the commission recognizes the cost of sales.

Table 2 shows the commission delivery of goods in
the accounting of the commission agent.

Goods accepted for sale are accounted for by the com-
mission agent on off-balance sheet account 024 «Goods
accepted for commission». At the time of sale of com-
missioned goods, income is recognized and the goods are
debited from the <off balance».

One of the most important tasks of financial manage-
ment in commission trading is the optimization of the
pricing mechanism. This optimization should occur due
to the improvement of the legal regulation of the issues
of value added tax payment, since it is this that causes
a significant overstatement of the selling price.

The tax base for the sale of products belonging to
payers of value added tax should be the total value of the
goods sold and commission; defaulters of value added tax —

the cost of services. This ensures a uniform procedure for
the formation of tax liabilities and tax credit of commit-
tents and commission agents, and VAT will be paid to
the budget only from commission. This allows to optimize
the selling price of the goods, reduce the tax burden of
the commission agent and leads to an increase in sales.
One of the ways to improve the pricing mechanism is
the abolition of the mandatory performance of markdown
operations, which reduces the time spent on documenting
transactions and increases the interest of committees in the
services of the commission agent. After all, the efficiency
and effectiveness of the accounting process of commis-
sion operations are primarily related to the procedure for
documenting financial and business transactions.

Tahle 2

Accounting of commission operations with payment of services of the
commission agent at the expense of revenue*

No. Business transaction Debit | Credit
1 | Goods transferred to the commission 283 281
9 Accrued tax liability for valuna. EE!E[Ed tax on the 643 641

transfer of goods to the commission agent
Sales of goods by a commission agent 361 702
4 | Beflects the tax liability for value added tax 702 643
5 Heﬂects. the cost of goods in the expenses of the 902 287%
enterprise
Maintenance by the commission agent of the sum
6 . . 377 361
of its remuneration from the revenue for the goods
Accrued tax credit for value added tax 641 644
Received revenue from the sale of goods 311 361
Expenses for commission agent services 93 631

10 Heﬂec?s t.he tax I:I"edit for valu.a added tax in the B44 631

commission agent’s remuneration

11 | Organization of netting of debts 631 377

Note: built by the authors on the basis of data [7]

The Tax Code of Ukraine (TCU) equates the transfer
of goods in the framework of the commission agreement
to the delivery operations. The taxpayer must accrue tax
liabilities on value added tax at the time of transfer of the
goods to the agent. The time of tax liability is determined,
taking into account the requirements of paragraph 189.4 of
the TCU, while the rule of the first event [13] works. Ac-
cording to the commission agreement, the first event for sale
is the shipment of goods to the commission agent, since the
committent has obligations on this date, and the commission
agent is accordingly entitled to a tax credit. The product
sales service provided by the commission agent is a sepa-
rate delivery operation. The «first event» rule also applies
here. The commission agent recognizes the amount of the
remuneration received as of the date that occurred earlier.

In the commission agent the tax is levied on the pro-
fits received from the provision of services on commission
trading. At the same time, it is obligatory to observe the
statutory mechanism for adjusting the financial result be-
fore tax. The corresponding value of the financial result
determined by the national or international accounting
(financial statements) regulations (standards) is adjusted
for the differences established by the TCU.

Funds or goods received in favor of the principal shall
not be included in the intermediary’s income, since such
revenues as «the amount of revenues under the commission

14
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agreement, agency and other similar agreements in favor of
the principal» are not recognized as income in accordance
with the legislation.

7. SWOT analysis of research resulis

Strengths. As a result of research, critical elements of
commission operations are revealed, and it is the basis for
developing models for their accounting and taxation. The
uniqueness of the mechanism of commission operations is
that the service is clearly defined and the profit is set in
advance. This makes it possible to predict the income of
the enterprise and all the costs associated with them. In
turn, it is determined that with this approach, it is com-
mission agreements that acquire the role of a flexible tax
optimization tool. The latter allows to predict the amount
of the tax burden and distribute it between periods.

Weaknesses. At the same time, an integrated approach
is needed in terms of reflecting the relationship between
contractual, administrative and primary documents of pro-
cessing commission transactions and their impact on the
results of tax transactions. An attempt to improve the
local mechanism of accounting display of a commission
transaction does not lead to simplification and transparency
of taxation procedures. In addition, only the combination
of accounting models with proper legal registration will
contribute to the effectiveness of the fulfillment of all
obligations under commission operations.

Opportunities. Further research should be devoted to
the development of integrated interdisciplinary models of
management of commission operations. In particular, models
are necessary, including accounting, legal regulation and
taxation mechanisms to avoid problems of tax administra-
tion and control of parties to a commission transaction.

Threats. The main threat to the implementation of these
studies is the need to rethink the role of commission ope-
rations in the economic mechanism and the presentation
of new approaches to taxation of a commission transaction
solely in terms of the net difference between income and
expenses in an operation.

1. It is established that the commission operation contains
the following basic elements as an object of accounting service
between the commission agent and the committent — the
essence of the contract — and the relationship between the
commission agent and the final consumer. The identified ele-
ments make it possible to simulate a commission transaction
and to ground financial plans, predicting future revenues.
In particular, this allows to select the gross component of
cash receipts, as well as part of the profit, which remains
in the composition of cash, which remain in disposal.

2. The existing system of documentary support of com-
mission operations with a detailed display of the stage
of the operation and the order of reflection in the docu-
ments is the basis for building the document flow for the
said operation. This is necessary for the development and
practical use of a standard set of documents that can be
prepared in electronic form. The latter, in turn, provides
increased efficiency in the use of resources and reduces
the time spent on documenting standard operations.

3. An accounting reflection of calculations for commission
operations at the commission agent is presented, on the basis

of various payment terms of the specified service. The use
of a unified accounting process for mapping a commission
transaction will avoid duplicating the turnover of income
and expenses in accounting. In addition, the clarity of the
mechanism for the formation of correspondence accounts
is the basis for improving the pricing mechanism.

4. Peculiarities of taxation of commission operations
with value added tax are determined. In particular, the
tax base for the sale of products belonging to VAT payers
should be the total value of the goods sold and the com-
mission; VAT defaulters — the cost of performed services.
This ensures a uniform procedure for the formation of tax
liabilities and tax credit of committents and commission
agents, and VAT will be paid to the budget only from
commission. This allows to optimize the selling price of
the goods, reduce the tax burden of the commission agent
and leads to an increase in sales.
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