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2.9.2. The Value-added tax
This tax is regulated by the Law of Ukraine on the value-added tax No168/97-ВР dated 03 April 1997 with amendments and supplements.
A tax payer is an entity, that: 

1. undertakes or plans to undertake business activity and registers as a payer of this tax on a voluntary basis; 

2. is subject to compulsory registration as a payer of this tax (when total supplies of goods and services exceeds 300,000 UAH during the last twelve months excl. VAT); and,
3. imports goods (relevant services) with volumes subject to this tax under law norms. 

The objects of taxation are operations of the tax payers, i.e.: 
· supply of goods and services on the customs territory of Ukraine; 

· import of goods (relevant services) under import and re-import customs procedures (hereinafter the “import”). 

The VAT basis for goods (services) supplies is assessed on the basis of their contract value charged at free prices but not lower than the customary prices including the excise tax, customs and other public taxes and dues (compulsory payments). The contract value is to include all amounts of funds, cost of tangible and intangible assets that are transferred to the tax payer directly by the buyer for receiving of payment (indemnity) of goods (services) cost.
When the customary price of goods (services) exceeds the contract price of such goods (services) over 20% the tax base of such goods (services) supplied is assessed according to the customary prices. The law contains detailed explanation of how the customary prices of goods (services) are set.

Tax rates 
The objects of taxation except for operations exempted from the tax under article 5 of the Law and operations taxed at zero rate under this Law are taxed at 20% rate. 
The tax makes up 20% of the taxation base defined by article 4 of this Law and is added to the price of goods (works, services).
In exports of goods and relevant services the tax rate makes 0% of the taxation basis.
The tax credit is assessed based on contract value of goods (services) and is made up by tax amounts imposed (paid) by the tax payer as a result of: 

· purchase or production of goods (also when imported) and services for the purpose of their further use in taxed operations of the taxpayer’s business activity (that is amounts of the value-added tax paid by the payer within the goods (services) price bought from suppliers provided the suppliers give a tax roll, i.e. a special document evidencing the fact of VAT’s presence in the price of goods supplied. In case of imports VAT is paid during customs registration of goods and tax credit is opened on the basis of the customs declaration with a note confirming VAT payment at the customs of registration. A necessary condition for the tax credit is that the tax payer has to use the goods (services) purchased in his/her business activity;
· purchase (construction, erection) of fixed capital stock (key assets, including fixed tangible assets and incomplete capital investments into fixed capital assets), also when they are imported with the object of further use for production and/or supply of goods (services) for taxed operations in business activity of the taxpayer. 

The tax sums paid in the tax period are assessed as a difference between tax liabilities of the payer (assessed from the tax base in the tax period) and the tax credit of this tax period (that is sums of budget refunds the taxpayer is entitled to in accordance with the law). 
The balance assessed in the way described above not always provides a positive result, i.e. taxpayer’s liabilities of tax payment into the budget. Usually, a negative VAT balance occurs at export oriented companies that export goods at 0% rate, but buy components, raw materials and receive services in Ukraine paying 20% VAT in the price of goods purchased acquiring right to tax credit. However, it is worth to mention that those entities have no right to budget refund that:

· were registered as VAT payers less than 12 calendar months before submitting an application for budget refund and/or had less volumes of tax operations than the refund amount claimed from the budget (besides, tax credit as a result of purchase or building of fixed capital stock;
· had no activity during the recent 12 calendar months; and, 

· entities that are payers of single tax under simplified system of taxation, accounting and reporting that provides for another method of this tax assessment different from that established by this law or are exempted. 
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