UDC: 336.225

Grona Andrew Vadimovich,
entrepreneurship and business department’s
post-graduate student, Kyio National Univer-
sity of Technologies and Design, 01011, Kyiv,
Str. Nemyrovycha-Danchenka, 2, tel.: (050)
957 94 96, 2, e-mail: ondruleg@gmail.com
ORCID: 0000-0002-6050-6500

Ipona Anopiii Baoumosuw,

acnipanm xagedpu nionpuemmuymea ma

Gisnecy, Kuiscvkuii Hayionanvnuii ynisepcu-

mem mexnonozii ma ousaiiny, 01011, Kuis,

sya. Hemuposuua-/lanuenxa, 2, men.: (050)

957 94 96, e-mail: ondruleg@gmail.com
ORCID: 0000-0002-6050-6500

Ipona Anopeii Badumosuu,
acnupanm Kapeopol NPeOnPUHUMAMENb-
cmea u ousmneca, Kuescxuii Hauuonanvivii
yHusepcumem mexnonozuil u ousatina, 1011,
Kues, yn. Hemuposuua-/lanuenxa, 2, mea.: (050) 957 94 96, e-mail: ondruleg@gmail.com
ORCID: 0000-0002-6050-6500
DOI https://doi.org/10.31618/vadnd.v1i11.18

WAYS TOWARDS ADVANCED AUTOMATIC
MEASURES TO PREVENT VAT EVASION

Abstract. This paper intends to bring a view on possible measures, which
the Cabinet of Ministers and Finance Department of Ukraine are authorized to
implement. These measures concern introducing new criteria for evaluating the
level of risks, sufficient for stopping a registration of tax invoices/adjustment
calculations, depending on a kind of the stated goods’ issue. Both the criteria
and implementation of those are based on the information, received from an au-
tomated VAT payers’ inventory accounting system, necessary for creationas a
component of VAT electronic administration system. The paper brings a view on
measures, intended to automate a processof reviewing tax payers’ written expla-
nations by the SFS committee, established in accord to FDU’s order # 566 on
13.06.2017. In addition, some automatic measures to prevent realizing the “twist-
ing” operations have been proposed in the paper. It was noted that the procedure
for stopping the registration of risky tax invoices was introduced as a means of
automatically preventing such a widespread VAT avoidance scheme as a “twist”
for all goods, and not just for fuel. In this article, under the risky tax billing/
adjustment calculations, it is proposed to understand such tax invoices/adjust-
ments calculations that satisfy the approved criteria of the Ministry of Finance
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to assess the degree of risk sufficient to stop their registration. It is noted that
the principle of indiscretion has already been established in Ukraine. It is estab-
lished prematurely, since it is not yet backed up by effective automatic measures
to prevent VAT deviations. The real implementation of this principle is one of the
key points in improving the investment climate and implementing economic re-
forms in Ukraine. It will sharply increase the level of freedom of doing business in
Ukraine, will open the way for an automatic VAT refund procedure and deprive
enterprises of unreasonable checks that are carried out in connection with the
detection of tax breaches by their counterparties (and, more often, counteragents
of their counterparties).
Keywords: stoppage of tax invoice registration, electronic governance.

HAIIPAMM YTOCKOHAJIEHHA ABTOMATHYHHUX 3AXO/IB
IOIIEPE/KEHHA YXW/IEHD BIJI CILVIATH II/IB

Anotanisi. Bukiazeni MOKJMBI 3aX0/M, Ha BCTAHOBJIEHHS SKUX YIOBHO-
Bakenuii Kabiner Minictpis ta MinicrepctBo Dinancis Yipainu. 11i 3axoan
CTOCYIOThCST BIIPOBA/PKEHHS HOBUX KPUTEPIiB OIIHKU CTYIEHS PU3UKIB, JOCTAT-
HIX JI7I 3yITUHEHHST PEeECTpallii MoJIaTKOBUX HAKJIAJHUX,/PO3PaXyHKIB KOPUTY-
BaHHS 3aJI€5KHO BijI BULy TTOXO/IKEHHSI TOBApiB, BKa3aHUX B HUX. Kpurepii Ta 1x
3aMpoOBa/)KEHH 3aCHOBaHI Ha iHdopMallii, OTPUMYBaHill i3 aBTOMATU30BAHOI
cucrteMu 00Ky ToBapHMX 3amaciB tatHukiB [1/[B, siky HeoOxigHO cTBOpUTH
SIK CKJIQJIOBY CUCTEMU eJIeKTPOHHOTO afMinicTpyBanu4 [1/IB. Y crarTi Bukianeni
3aXO0/[1, CIIPSIMOBAHI HA aBTOMATHU3AIII 0 MPOTIEYPH PO3IJISILY THCHbMOBUX TI0SIC-
HEeHb IJIATHUKIB 1o1aTky Komicieio [[DC, crBopenoro 3rijiHo 3 Hakazom MDY Bix
13.06.2017 p. 3a Ne 566. Kpim Toro, B cTaTTi 3aIipOIIOHOBAHO aBTOMATHYHI 3aX0/I1
nonepe/IPKeHHs 3/[INCHEeH s ortepalliil “ckpyTku”. BijiI3HaueHo, 110 1poleaypa 3y-
ITHKU PEECTPAIlii PU3UKOBAHUX TIOJaTKOBUX HAKJIA[HUX OyJIa 3alIPOBa/KeHa sIK
3acib6 aBTOMATUYHOTO TOMEPEKEHHST TaKOi PO3MOBCIO/IKEHOT CXEMU YXUJIEHHST
Biz crutatu I1JIB, sk “ckpyTka”, pJist BciX TOBapiB, a He TIJIBKU /Ui MTaJIbHOTO. B
i CTATTI il PU3UKOBAHUMU TI0JJATKOBUMHU HAKJIQJHUMM /PO3PAXyHKAMU KOPH-
ryBaHH 3alIPOTIOHOBAHO PO3YMITH TaKi MOATKOBI HAKJIA/IHI/PO3PAXyHKU KOPH-
TyBaHH4, SKi 33/I0BOJIBHSIIOTH 3aTBeP/XKeHUM MiH(hiHOM KpUTEPIsIM OIlIHKHU CTY-
MeHs PU3UKIB JIOCTATHIX /119 3yITUHEHHS 1X peecTpailii. 3ayBaskeHo, 10 TPUHITATT
Ge33arepevHoCTi BKe BCTAHOBJIEHII B YKpaiHi. BiH BcTaHOBJIEHNI TIepeuacHo,
OCKUJIBKH T1Ie He MiJIKPiTieHnid e(heKTUBHUMM aBTOMAaTUYHUMU 3aX0/IlaMU T10TIe-
pemskerHs yxusienb Bij ciiat [1/1B. Peasbae 3anpoBaizkeHHS 1[bOTO TPUHITUITY
€ OJIHUM i3 KJIFOYOBUX MOMEHTIB TIOKpAIIeHHs IHBECTUIIITHOTO KJIiMaTy Ta 3/1iiic-
HEeHHsT eKOHOMIYHMX pehopM B YKpaini. BoHO pi3ko migBUIINTE piBeHb CBOOOIN
Be/leHHs1 Oi3Hecy B YKpaiHi, BiIKPUE MIJISIX 10 BCTAHOBJIEHHST aBTOMAaTUYHOI TIPO-
nieaypu nosepHennst [1/[B Ta mo36aBuTh mignpreMcTBa Bifi HEOOTPYHTOBAHUX
MePeBiPOK, K1 3/1IMCHIOITHCS Y 3B’5I3KY 3 BUSIBJICHHSIM MOJIATKOBUX IMOPYIIEHb 1X
KOHTPAreHTiB (a yacTiie, KOHTPAreHTiB IX KOHTPAreHTiB).

KmouoBi cioBa: 3ynmHKa peecTpaiiii MOAATKOBUX HAKJIAJIHWUX, €JEeKTPOHHE
BpS/LYBaHHSI.
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yTH COBEPIIEHCTBOBAHUSI ABTOMATUYECKHUX METO/I0B
NPEAYHNPEXKIAEHNA YKJIOHEHUHN OT VIIJIATbBI H/AC

AnHotanms. V13710KeHbl BOSMOKHbBIE MEPBI, HA YCTAHOBJIEHNE KOTOPBIX YITOJI-
HomoueHbl KaGutner MunuctpoB u MuHucteperBo (pUHAHCOB YKpawHbl. ITH
MePbI KacaloTCsl BHEJPEHUST HOBBIX KPUTEPHUEB OIEHKU CTETIeHW PUCKOB, /I0CTa-
TOYHBIX JIJIST OCTAHOBKM PETMCTPAIIMH HAJIOTOBBIX HAKJIQIHBIX/PAcyeTOB KOPPEK-
TUPOBKHU B 3aBUCUMOCTH OT BH/IA ITPOUCXOK/IEHUST TOBAPOB, YKAa3aHHBIX B HUX.
Kpurtepun n ux BHe/peHre OCHOBaHBI HA MH(OPMAITNH, ITOJTyIaeMO 13 aBTOMa-
TU3WUPOBAHHOI CHCTEMBI y4eTa TOBapHbIX 3anacoB miatesnbikoB H/[C, kotopyto
HEeOOXOMMO CO3/IaTh KaK COCTABHYIO YaCTh CHCTEMbI 3JIEKTPOHHOTO a[MUHUCT-
puposanusg H/[C. B craTbe n3sokeHbl MePbI, HallpaBJIeHHbIE HA aBTOMATU3AIIHIO
TPOIELYPhI PACCMOTPEHNS TUCbMEHHBIX OOBSICHEHHIT HAJIOTOILIATEBIIUKOB KO-
muccueit JOC, cosnannoii corsacuo nmpukazy MDY ot 13.06.2017 Ne 566. Kpome
TOTO, B CTaThe MPEJIOKEHBI aBTOMATHYECKUE MePhI MPeIyTPEKIEHUST OCYIIeCT-
BJIeHU oniepannil “ckpyTku’”. OT™MedeHo, 4TO IPOIeypa OCTAHOBKU PETUCTPAIIUN
PHMCKOBaHHBIX HAJOTOBBIX HAKJIAJHBIX Obla BBEIEHAa KaK CPEACTBO aBTOMATHYe-
CKOTO TIPEeyTIPEKIEHUST TAKOH PACITPOCTPAHEHHOI CXeMbI YKJIOHEHUS OT YIIJIAThI
HAC, kak “ckpyTka”, jid BceX TOBApOB, a HE TOJIBKO JIJIs Toptovyero. B aToii cra-
The TI0JI PUCKOBAaHHBIMM HAJIOTOBBIMU HAKJIQJIHBIMU /pacyeTaMid KOPPEKTHUPOBKH
MPE/JIOKEHO IOHUMATh TaKKie HAJIOTOBbIE HAKJIAIHbIE,/PAacueThl KOPPEKTUPOBKH,
KOTOPBIE YIOBJIETBOPSIOT yTBEPKAeHHBIM MUH(DUHOM KPUTEPUSIM OIEHKU CTeTie-
HU PUCKOB JIOCTAaTOYHBIX [IJIT OCTAHOBKU MX PETUCTPAIMK. AKIIEHTHPOBAHO, YTO
HPUHITNATT GECITPUKOCIOBHOCTH YoKe YCTaHOBJIEH B Ykpante. OH yCTaHOBJIEH TIpe-
JKJIEBPEMEHHO, TTOCKOJIBKY ellle He TIOAKperieH 3 (MeKTUBHBIMU aBTOMATUYECKH-
MU MepaMu TIpeynpexaenns yrkaonerauit ot yiatel H/[C. PeanbHoe BHepenme
ATOTO TPUHITUTIA SBJISIETCS OJIHUM U3 KJIIOYEBBIX MOMEHTOB YJTyUIIIEHUST MHBECTH-
IIMOHHOTO KJIMMaTa M OCYIIECTBJIEHUST SKOHOMUYECKUX peopM B YKpauHe, uyTO
PE3KO MOBBICUT YPOBEHb CBOOOIBI BeleHUsT OM3Heca B YKpaWHe, OTKPOET My Th K
YCTAHOBJIEHUIO aBTOMATHUECKO#T Tiporteypbl Boepata H/IC 1 usbaBut mpeamnpu-
SITHST OT HeOOOCHOBAHHBIX TPOBEPOK, OCYIIECTBIISIEMBIX B CBSI3M C BBISIBJIEHUEM Ha-
JIOTOBBIX HAPYIIEHWT IX KOHTPAreHTOB (a yalile, KOHTPareHTOB UX KOHTPAreHTOB ).

KimoueBbie cioBa: OCTaHOBKA PErMCTPAIlMKM HAJOTOBBIX HAKJIAIHBIX, HJIEK-
TPOHHOE TOCY/TaPCTBEHHOE YIIpaBJIeHNE.

Target setting. One of the key
mechanisms for distorting the econom-
ic proportions in Ukraine is the viola-
tion of the national legislation in terms
of VAT. From 01.07.2017, as one of the
methods of combating tax offenses, the
procedure for automatic monitoring of
tax invoices and the stopping of their
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registration was introduced. The first
months of such monitoring showed its
imperfection. At present, an attempt is
being made to improve the monitoring
mechanism by various authorities: the
Verkhovna Rada is preparing amend-
ments to the laws regulating the moni-
toring of tax bills, the Cabinet of Mi-




nisters and the Ministry of Finance are
preparing amendments to the monitor-
ing procedure. All these attempts relate
to the legal aspects of this case. There-
fore, now there is a need for a scientific
analysis of the procedure for monitor-
ing tax invoices in terms of information
and economic aspects.

Analysis of recent research and
publications. Problems of automa-
tion of tax control were investigated
by many authors. First of all, note the
monograph M. I. Melnik and 1. V. Le-
schukh [1], where the current state of
the problems of tax control automation
in Ukraine is most fully considered and
numerous bibliographies on this topic
are provided. All these publications are
devoted to problems of automatic de-
tection of business entities that violate
tax legislation.

The purpose of the article is to
study, define and justify the ways of
improving such a mechanism for moni-
toring tax bills, which will help to make
tax breaches either economically un-
profitable or impossible. The final re-
sult of such research should be the de-
velopment of automatic mechanisms
for preventing tax offenses, which will
replace the mechanisms for their auto-
matic detection.

The statement of basic materials.
From 2015, Ukraine has chosen to set
the automatic prevention of evasion
from payment of VAT in addressing the
issue of evasion from payment of VAT.
The end result of such reforms should
be the rejection of the principle of joint
responsibility of the buyer and seller
for the evasion of payment of VAT and
the real introduction of the principle of
indisputability of the tax credit. Note,
that the principle of indisputability has

already been established in Ukraine |2,
p. 3 cl. 201.10 art. 201]. According to
the author, it is set precociously, since it
is not backed up by effective automatic
measures to prevent evasion from pay-
ment of VAT.

The real implementation of this
principle is one of the key points in
improving the investment climate and
implementing economic reforms in
Ukraine. It will sharply increase the
level of easiness of doing business in
Ukraine, will open the way for an au-
tomatic VAT refund procedure and
deprive enterprises from unreasonable
checks that are carried out in connec-
tion with the detection of tax breaches
by their counterparties (and, more of-
ten, counterparties of their counterpar-
ties).

The history of setting up automatic
measures to prevent evasion from pay-
ment of VAT has not yet been com-
pleted, and so far, it consists of three
important steps, that set the direction
of development in this matter.

The first step was taken on
01.07.2015 [3, cl. 48]. An electronic
system for administering VAT was
introduced, which made it impossible
to register fictitious tax invoices (fake
bills refer to such invoices, for which
the corresponding tax obligations are
not paid to the budget). Note, that in
the EU, so far, non-payment of VAT by
taxpayers (output tax) is widespread.
In particular, such non-payment is the
basis of the “carousel” scheme.

After this first step, there was an
exhaustive list of possible offenses. All
of them are based on the purchase of
documents for a product, that is not ac-
tually available (it was sold for cash, in
violation of the rules of using payment
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transaction registrars, without reflect-
ing in the seller's accounting) and use of
the tax credit accrued for these or other
purposes. Here is a list of such goals.

1. For the simultaneous sale of docu-
ments for virtually absent other pro-
duct (this type of offense is called
“twist” (goods)[5]);

2. For fictitious (unreal) delivery of
services;

3. To reduce own tax liabilities;

4. To receive a budget reimburse-
ment (an analogue of the Carousel
scheme circulated in the EU countries).

The second important step was ta-
ken on March 1, 2016 [6, p. 58, section
I]. An electronic fuel injection admini-
stration system was introduced, which,
in addition to administering the excise
tax, made it impossible to “twist” ope-
rations with fuel. This system is based
on inventory accounting of fuels, which
the registered payer of the excise tax on
fuel received from another registered
payer (or imported into the customs
territory of Ukraine) and has not yet
been written off from the balance sheet.
This system has led to the fact that the
operation of fuel twisting will result in
the automatic occurrence of excise tax
obligations (the impossibility of rea-
lizing any quantity of fuel of unknown
origin without additional excise duty
obligations).

The third important step was taken
on 01.07.2017 [7-9]. The procedure for
stopping the registration of risky tax
invoices (hereinafter — stopping proce-
dure) was established. This procedure
has been introduced as a means of au-
tomatically preventing of such a wide-
spread scheme of evasion from payment
of VAT as “twist” for all goods, and not
just for fuel. Unlike the first two suc-
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cessful steps, this step was unsuccessful,
as it has a number of significant draw-
backs listed below:

1. The stopping procedure does
not prevent the fictitious supply of
services and other major VAT evasion
transactions, that are carried out
by purchasing a fictitious tax credit
(purchasing documents for goods with
a VAT charge without a real purchase of
goods);

2. The system of electronic admi-
nistration of VAT is configured in such
a way that, in addition to the “twist”
operations, it considers doubts as to
the fairly large volume of operations
of law-abiding VAT payers (for exam-
ple, it considers as “twist” the sale by
the producer finished goods, since the
producer sells not the product, that
he has purchased (raw materials ); the
same applies to operations for obtain-
ing a prepayment for one commodity
with the simultaneous implementation
of a prepayment for another commo-
dity which the system also considers as
“twist”);

3. The system of electronic admi-
nistration of VAT is configured in such
a way, that it captures all the twist ope-
rations, but only stops the violation in
large volumes.

The first lack leads to the fact, that
the principle of indisputability of the
re-ceived tax credit began actively
using by violators of tax legislation,
carrying out fake supplies of services,
since according to this principle it is
impossible to bring the perpetrator of
counterparty to justice.

The second lack leads to the fact
that, in addition to automatic stopping
of registration of doubtful tax invoices,
it is necessary to establish a separate




procedure for registration of suspen-
ded tax invoices (or refusals to register
them), which should not be carried out
automatically (with the participation
of a large number of employees of the
SFS). At the present time, especially
the lack of the number of SFS employ-
ees who must implement the proce-
dure for registration of suspended tax
invoices, led to the appearance of the
Draft Law Ne 7115 dated 15.09.17. The
draft Law abolishes the automatic stop
of the procedure and the principle of in-
disputability of the received tax credit
(p. 571.7 of the Draft Law).

The third lack has led to the perpe-
trators learning quickly to avoid stop-
ping the registration of tax invoices
(offending firms simply reduced their
monthly volumes and, at the same
time, offenders increased the number of
firms).

The presence of the above men-
tioned lacks led to The Verkhovna
Rada of Ukraine having amended the
Tax Code of Ukraine 06.12.2017 in
which the article 201.16 was recited
in new version under which the stop-
page of tax invoice registration should
be performed in the course and on the
grounds developed by Cabinet of Mi-
nisters of Ukraine [10]. Thus, the prob-
lem of creating automated measures of
prevention has become contemporary
most important.

In the paper [11], the author pro-
posed the introduction of the new elec-
tronic system for administering VAT,
with the help of which in the automatic
mode, will be warned almost all of the
above schemes of evasion from VAT.
The proposed system is based on the
same principle as the system of elec-
tronic administration of fuel sales — on

the automatic accounting of invento-
ries of goods, received by the taxpayer
from another VAT payer or imported to
the customs territory of Ukraine and
have not yet written off from the ba-
lance sheet (hereinafter — automatic
inventory accounting )

The main advantage of the proposed
new system of measures for preventing
of evasion from payment of VAT is that
it can be based on the same software
as the current system of monitoring of
tax invoices, used in the procedure for
stopping their registration. The intro-
duction of the new system of measures
requires changes to the legislation re-
garding the obligations and rules for
tax payer of VAT (in detail [11], it is
described in detail, that these changes
consist of 20 measures and are imple-
mented in three stages).

In this article, measures are taken
at the first stage of the implementation
of such a system, which are somewhat
different from the similar measures
outlined in the paper [11]. The main
cancellation of the measures outlined
in the article is that their implementa-
tion is possible within the competence
of the Cabinet of Ministers and the Mi-
nistry of Finance of Ukraine and does
not require changes to the Tax Code of
Ukraine.

1. Proposals for changing the
form of tax invoices/calculations of
correction and the order of their filling
in the first stage of the formation of
an automated accounting system for
inventories of VAT payers.

In this part, the ways of creating the
automatic accounting system for inven-
tories of VAT payers will be considered.
The solution of this task is possible. It
was shown in the paper [11]. Note, that
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such accounting system is based on
the system of electronic administration
of fuel sales (SEA of FS).

As already noted in the introducto-
ry part, the procedure for stopping the
regis-tration of risky tax invoices (here-
inafter referred to as the stopping pro-
cedure) was introduced as a means of
automatically preventing such a wide-
spread scheme of evasion from payment
of VAT as a “twist” for all goods, and
not just for fuel. In this article, under
the risky tax invoices/ calculations of
correction (hereinafter — TI/CC) con-
sidered such TI/ CC, which satisfy the
criteria approved by the Ministry of
Finance to assess the degree of risk suf-
[icient to stop their registration (herein-
after — Criteria). Operation of “twist”
of goods schematically outlined in the
paper [11].

In the language of demand and sup-
ply, the scheme of “twist” can be de-
scribed as follows. In Firm F3, there is
a need to implement with a minimum
tax burden of goods of unknown ori-
gin, which it acquired in the shadow
market for cash, without reflecting it
in accounting. At Firms F1, in turn,
there is a need for a write-off from the
balance of the officially acquired pro-
duct, which it actually has already rea-
lized for cash and which is actually no
longer on the balance sheet. The firm
F2 satisfy the needs of both firms, hav-
ing provided documents for the desired
product to the Firm F3 and acquiring
documents on the actual absence in the
balance sheet of the company F1 goods.
Thus, the needs of both firms are satis-
fied. In this case, each of the three firms
will have to pay VAT to the budget only
from a certain minimum percentage of
turnover.

According to the author, the soft-
ware for monitoring of the TI/CC is
not the basis for the shortcomings of
the stopping procedure. It has informa-
tion that is analyzed during monitor-
ing — the system should analyze some-
what different data set, presented in
the TI/CC of VAT payers. The main
reason is that the SEA of VAT does not
distinguish, whether the VAT payer has
received the goods, or he has only paid
a prepayment of goods/services.

In this article, it will be proposed,
that the stopping procedure will be
based on the automatic accounting
of VAT payers’ inventories. Under
this accounting, have in mind, that
the accounting of quantity (volume)
of goods of the certain nomenclature
(according to the first four digits of
the code of the Ukrainian Foreign
Ministry) and the certain unit of
measurement.

In order to keep such records, the
SFS bodies, according to the author,
require additional information from the
payers, the main thing — information
about:

1. Had the VAT payer received the
goods, or he only paid the prepayment
of goods/services;

2. Are the commodity stocks used
as a raw material for work, services,
or other goods (including on tolling
terms)?

According to the author, such ac-
counting should be the basis for the
develop-ment of new Criteria. The pos-
sibility of conducting such accounting
was proved in the paper [11]. The pos-
sibility of gradual formation of such ac-
counting was also proved. It is worth
emphasizing, that creating conditions
for obtaining information of the first
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type is enough only at the expense of
the normative acts of the Cabinet of
Ministers and the Ministry of Finance
of Ukraine. That is, the introduction of
such accounting at the first stage is pos-
sible due to actions of only the Cabinet
of Ministers and the Ministry of Fi-
nance. However, in order to create the
conditions for obtaining information of
the second type, changes will be neces-
sary to the Tax Code of Ukraine, which
imposes the creation of such conditions
for the next stages of the formation of
the necessary accounting system.

Let’s formulate measures that, in our
opinion, should be taken by the Cabi-
net of Ministers and the Ministry of
Finance of Ukraine (in the framework
of the powers granted to it, according
to p. 201.2 art. 201 TCU) regarding the
modification of the form and procedure
for filling the T1/CC in the first stage of
the formation of the automated system
for accounting for inventories of VAT
payers.

1. To supplement Section B of the
form of the TI, approved by the order of
the Ministry of Finance of 31.12.2015
Ne 1307, by the graph 3.4 with the
conventional name “the type of goods,
depending on the reasons for its acqui-
sition”. If the tax liability arises in con-
nection with the receipt of the advance
payment for the goods, this graph is
not filled. Subsequently, this article
will show that all goods that are in the
customs territory of Ukraine on the ba-
lance of VAT payers, by their origin, can
be classified into the 13 types. Thus,
when shipping the goods, in this graph
it is needed to put the correspond-
ing code from 1 to 13, depending on
the type of shipped goods. The line, in
which the graph 3.4 is not filled, herein-

after will be called as an “advance row”.
The row, in which the code is the type
of the shipped product, hereinafter will
be called as a “shipping row”.

2. Similarly, add section B of the
forms of the CC (Annex 2 to the form of
the TT) by the graph 4.4 with the same
conditional name.

3. For the case when the seller ships
the goods after receiving a prepayment,
to introduce mandatory compilation of
the CC to TI, which was made in con-
nection with the receipt of prepayment.
In the revised row, the volumes of sup-
ply of goods that should have been put
in the future are reduced (graph 13 of
section B of the CC)'. At the same time,
one or several shipping rows are creat-
ed in the CC, in which the volumes of
supply of the good(s) that are already
shipped (graph 13 of section B of the
CC) are increasing. Note that in this
way, when adjusting the one advance
row of the TI, in the corresponding CC
can be contained from two to 14 rows
under the one number (one row is ad-
vanced, and the other — shipping). In
the overwhelming majority, in the CC,
there will be one advance and one ship-
ping rows.

Measures 1-3 are the key proposi-
tion of our work.

The purpose of these changes
is to make the information on the
shipment of goods subject to VAT paid
to the electronic database of the VAT
administration system. The information
about the type of goods shipped is
necessary for the implementation of
the new Criteria for monitoring of the
TI/CC, drawn up in connection with

! This can be done either by changing the quan-
tity of the product or its price.
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the shipment of goods to be offered in
the following sections of the article.
According to the author, the monitoring
of the TI/CC, made in connection
with the receipt of prepayment is not
necessary.

In addition, it is proposed to enable
for VAT payers electronically inform
the system of changes in the quantita-
tive indicators of goods contained in
them on the balance due to the change
in their unit of measurement.

As a result of these measures, the
SEA of VAT will allow the VAT payer
to automatically record stockpiles of
goods that they have either received
from other VAT payers or imported
into the customs territory of Ukraine,
and have not yet been shipped to ano-
ther country (hereinafter — automatic
inventory accounting).

Note, that the Cabinet of Ministers
and the Ministry of Finance does not
have the authority to introduce special
sanctions for failure by VAT payers the
mentioned above measures. Moreover,
the introduction of these measures will
significantly increase the workload for
accounting by VAT payers. But despite
the possibility of non-fulfillment of the
above-mentioned measures, the VAT
payers will be interested in their im-
plementation, since it will be further
shown that the new criteria for detect-
ing of the risky TI/CC in the work be-
low will be such, that the recipient of
the goods will be forced to inform the
SEA of VAT on the fact, that the goods
available in its stocks were indeed re-
ceived from other VAT payers. The
seller of the goods, in turn, will be in-
terested in the correct indication of the
code of the type of the shipped goods to
reduce the risk of stopping his TI/CC.

2. Measures for the ranking of
the shipped goods, depending on the
grounds of their origin.

Simultaneously with the changes to
the form of the TI/CC, it is proposed
to enter the registration of producers
of goods in the SFS bodies. Within the
framework of these proposals, volun-
tary registration of manufacturers of
goods is foreseen under a special appli-
cation (for each type of goods accord-
ing to the UKT ZED code, including
the nomenclature of wastes that arise
on a permanent basis as a result of their
activities), which, in the first order,
specifies the table of data of the VAT
payer, according to the annex to the
Order of the Ministry of Finance from
13.06.2017 Ne 567, as well as other data,
the full list of which is indicated in the
work [11, p. 29]. In addition, it is pro-
posed that such producers should be
able to provide information in electro-
nic form about shipped goods made from
customer's raw materials to the SFS au-
thorities. This document will indicate
the nomenclature, the unit of measure-
ment and the quantity (volume) of the
shipped goods according to the rules for
indicating similar information in the
tax invoices. After the introduction of
such measures, all goods that are in the
customs territory of Ukraine on the ba-
lance of VAT payers, on the basis of their
origin can be classified as follows:

1. produced directly by the taxpayer,
which is registered by the manufacturer
of this nomenclature of goods;

2. made by the registered producer
of this nomenclature of goods from the
cus-tomer’s raw materials of the VAT
payer (who is the first owner of the
goods), provided that the manufacturer
informed the SEA of VAT about this;
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3. waste of economic activity of the
taxpayer, which is registered by the
producer of the goods (services);

4. produced directly by the taxpayer,
which is not registered by the manufac-
turer of this product;

5. made from the customer’s raw ma-
terials of the VAT payer (who is the first
owner of the goods) by the person who
is either not registered with the manu-
facturer of this nomenclature of goods
or did not inform the SEA of VAT on
the shipment of such goods;

6. waste of economic activity of the
taxpayer, which is not registered by the
producer of the goods (services);

7. received from other VAT payers
after 20 % (subject to re-
gistration by such TI/CC payers,
which specify the fact of shipment of
the goods, or the availability of other
documents, which, according to p.
201.11 p. 201, is the basis for calculat-
ing tax amounts, related to a tax credit
without obtaining a tax invoice);

8. received from other VAT payers
after 20 *without registra-
tion by them of the TI/CC, in which
the fact of the shipment of goods (in the
presence of documents, confirming the
acquisition of these goods)?;

9. acquiring by the person before
the moment of its registration by the
VAT payer (if there are documents, con-
firming the acquisition of these goods);

10. Acquiring by the tax payer be-
fore 20 2(if there are docu-

The date from which the changes to the legis-
lation proposed in this article come into force
must be set.

Including, in the case of receiving goods with-
out the consent of its owner when charging
them.

ments, confirming the acquisition of
these goods);

11. Receiving from the non-payers
of VAT after 20 2(if there
are documents, confirming the acquisi-
tion of these goods);

12. imported by the taxpayer to the
customs territory of Ukraine after

20 %

13. all other goods for which there
are no documents, confirming their ac-
quisition from other persons®.

Such a list of types of goods, depend-
ing on their origin, is exhaustive. In the
first stage of the formation of the auto-
matic inventory accounting system, the
SEA of VAT will only account the goods
of types 2, 7 and 12.

All goods, in their turn, in terms of
the risk of possibility of conducting the
“twists” operation, can be classified for
products with no risk (1); goods with
low (2), goods with middle (3) and
goods with high-risk degree (4). Com-
bining both classifications it comes that
in the degree of risk, the types of goods
are groups of types of goods on the basis
of acquisition. In such case:

1. Category 1 belongs to goods of
types 2, 7 and 12, since, after introduc-
ing of accounting of th inventory of
payers in the system, it will identify all
facts of shipment of goods to volumes
larger than the available stocks of these
goods on the balance of the payer;

2. The second group includes goods
of types 1 and 3, since the purchase
of ficti-tious goods as raw materials
for further fictitious production of
finished products is widespread among
manufacturers;

4 Including finds, treasures, goods acquired by
prescription.
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3. Group 3 includes products of
types 9 and 10;

4. The fourth group includes goods
of types 4, 5,8, 11 and 13;

Products of the 6" type can be both
moderate and highly risky. Everything
de-pends on the grounds for acquiring
liquidated goods (from which waste is
generated).

3. New criteria for assigning the
TI/CC to the category of risky and
automat-ing their verification, de-
pending on the type of origin of the
shipped goods.

In this article, under the procedure
for checking risky TI/CC is the proce-
dure for registration or refusal to regis-
ter the suspended TI1/CC, which is car-
ried out by the commission of the SFS,
established in accordance with the or-
der of the Ministry of Finance from
13.06.2017, Ne 566. The main proposal
of this part of the article is establish-
ment of the new Criteria for the TI/
CC, depending on the type of shipped
goods. In addition, suggestions are
made for the automation of checking
of the stopped TI/CC. Also, the iden-
tification of signs, that TI/CC is not
monitored depending on the types of
shipped goods.

At first, let’s consider establishment
of the Criteria for the TI/CC, drawn up
as a result of shipment of goods of the
type 12. It is proposed that all TI/CC
of this type will be a subject to moni-
toring, including those TI/CC, which
according to the current edition of the
Order of the Ministry of Finance dat-
ed 13.06.17 Ne 567 (p. 5), are exemp-
ted from monitoring. It is suggested
to consider as risky that TI/CC, in
which the quantity of shipped goods
does not correspond to the quantity of

112

goods, that are accounted in the SEA
of VAT (the goods shipped more than
they were imported into the customs
territory of Ukraine). For a charit-
able VAT payer there are two possible
reasons for assigning such TI/CC to a
risky one:

1. Error in filling the TI/CC, espe-
cially in section 3.4 of Section B of the
TI (graph 4.4 of the Section B of the
CC);

2. Information on the import of
goods, for some technical reasons, is not
available in the SEA of VAT.

It is suggested to configure the soft-
ware, with which the TI/CC are com-
posed, so that it has the opportunity to
receive information on the availability
of goods of the type 12 (and types 2, 7)
that are accounted in the SEA of VAT.
Within the framework of the proposal, it
is envisaged to indicate to the VAT payer
that he may have made a mistake in as-
signing the shipped goods to the type 12
and informing him before registration
of the TI/CC about possible threats to
stop the registration of this TI/CC.

It is suggested that the procedure
for stopping and checking the stopped
TI/CC will be adjusted in such way,
so that the VAT payer, upon receipt of
such information, was interested not to
register the problem TI/CC, or either
to correct his own error, or to eliminate
the reason that information on the im-
port of the goods is not present in the
SEA of VAT. This principle will apply
to the stopping procedure and checking
of stopped TI/CC, drawn out due to the
shipment of goods of all other types.

If the VAT payer registers a problem
TI/CC (which automatically falls un-
der the risk rating criterion), the SEA
of VAT stops the registration of this




TI/CC, and in electronic form sends
to the taxpayer the amount of goods in
this nomenclature, which is accounted
for in the SEA of VAT as a commodity
of type 12, from indicating the details
of customs declarations, according to
which this product was imported. Al-
so, the system sends the details of the
TI/CC, according to which the goods
of this nomenclature have been shipped.
The system provides the taxpayer with
an offer to verify the correctness of fill-
ing the TI/CC and informs him, that he
has the right not to apply for verifica-
tion, and to register a new T1/CC with-
out errors. In case of receiving from the
payer the application for verification,
the system asks the payer to provide:

1. All documents concerning the ori-
gin of the goods, which are indicated in
the stopped TI/CC;

2. Documents sufficient to verify the
real availability of inventories, recorded
in the SEA of VAT. The requirement for
such documents is a universal measure
for the detection of the “twist” opera-
tions with goods of all other types. This
is explained by the fact that at the en-
tities, conducting the operation of the
“twist”, the availability of inventories
is not real, but fictitious. That means,
they only have documents on the speci-
fied goods.

Note, that the stopping procedure,
established by the legislation at the
present time, does not focus on checking
the actual availability of inventories.

If the taxpayer will provide all the
documents correctly, but his only mis-
take will be the incorrect filling of the
type of shipped goods in graph 3.4 of
Section B of the TT (graph 4.4 of Sec-
tion B of the CC), the commission itself
either decides to register the TI/CC or

has the right to refuse the registration
of such TI/CC, due to the fact, that the
provided documents are not sufficient
for the classification of the goods to
the type 12 and thus are not sufficient
for the decision of the Commission to
register such TI/CC, in accordance
with the Resolution of the Cabinet of
Ministers of Ukraine dated 29.03.2017
Ne 190. Note, that in the vast majority
of cases the information provided by
the taxpayer is the basis for carrying
out unscheduled inspections of its ac-
tivities.

The establishment of the Criteria for
T1/CC,drawn up as aresult of shipment
of the goods of the type 2 and 7, and
the procedure for their verification,is
proposed to be similar to the goods of
the type 12, since the excess of volumes
of the shipped goods of these types
correspond to the volumes, that are
accounted in the SEA of VAT, as well as
in the previous case, is only possible as a
result of incorrectly filling in graph 3.4
(4.4) of the TT (CC) or a technical error
in the SEA of VAT. It is proposed that
all the TI/ CC with products of this
type should be monitored.

Let’s consider now the establish-
ment of the Criteria for goods of the
types 1 and 3. For manufacturers of
goods, reasons for stopping the regis-
tration of the TI/CC are:

1. The product does not belong to
the nomenclature, the production of
which it has registered;

2. The product does not meet the
special criteria, set for manufacturers
of this nomenclature. Consideration of
such special criteria goes beyond the
scope of research of this article.

In the case where the reason for stop-
ping the registration is the first one, it is
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suggested to set the procedure of stop-
ping and checking the stopped TI/CC,
also in the same way as for goods of the
type 12.

The range of the TI/CC made in
connection with the shipment of goods
of the type 1, which are subject to moni-
toring, is proposed to be narrowed as
follows: to exclude from monitoring the
TI/CC, compiled by those enterprises,
the volume of deliveries of which are
equal, or less than 2.5 million UAH per
month.

For goods of the type 11 (the most
common type of goods used in the
“twist” operations) is proposed to
reduce significantly, the range of the
TI/CC, which are not monitored.
The peculiarity of goods of the type
11 is that all the TI/CC (with such
goods) are considered as risky. Gron’s
paper (2016) proves, that operation
of buying by the VAT payer of goods
from the non-payer of VAT with a view
to their subsequent resale is possible
from a legal, but questionable from an
economic point of view. First of all, it is
proposed to apply a stopping procedure
for all operations on the shipment of
goods of this type, the volume of which
exceeds the amount of 85 thousand
UAH per month. In addition, it is
suggested that the payer to fill out the
application with the conventional name
for each such TI/CC: “Information
on the acquisition of the shipped
goods” (hereinafter, Annex 3). Such
application is needed to automate the
procedure for checking the stopped TI/
CC. It should contain the codes of the
EDRPOU for suppliers of goods and
the details of the documents, confirming
the actual acquisition of these goods.
Also, for automation, it is proposed

that, at stoppage, such documents be
submitted in electronic form of scan
copies, and the only reason for refusal
to register was untimely submission
of scan copies of the documents, or
submission of those, that do not confirm
the actual receipt of goods. The discre-
pancy of the submitted documents with
the legislation should be the sole basis
for appointment of the unscheduled
inspection or initiation of the criminal
case. Note, that as for all stopped TI/
CC, in the case of goods of the type 11,
the actual availability of inventories is
subject to inspection.

For goods of the type 9, 10 the range
of the TI/CC, which are subject to
monitoring, it is proposed not to ex-
pand (leave the volume of deliveries
up to 500 thousand UAH per month).
It is proposed to oblige taxpayer to fill
in the Annex 3 to each registered TI/
CC. At the stoppage of registration,
VAT payers must provide scan copies
of documents, the details of which were
specified in Annexes 3. The procedure
for denial of registration or authoriza-
tion for registration is the same as for
the type of the goods 11.

For products of the types 4, 5, 8, 13
(high risk), it is also proposed to ex-
pand the scope of the TI/CC which are
the subject to monitoring, similar to the
measures for the type of goods 11. But
since in transactions with goods of the
types 4, 5, 13, the payers are not able
to fill in the Annex 3, they submit all
documents, confirming the grounds for
acquiring these goods and the reality of
available inventories.

Proposals for determining the cri-
teria for transactions with goods of
the type 6 are similar to proposals for
goods of the type 11, given that the risk
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of such TI/CC depends on the reason
for acquisition of the products, that
are being eliminated (there will be 13
such possible grounds). Therefore, the
details of such Criteria go beyond the
scope of this article.

4. Proposals for registration of the
risky TI/CC without stopping.

As described in the previous sections
of the article, we draw a conclusion that
a rather broad range of the TI/CC falls
within the category of risky ones. This
part of the article proposes measures
that will not allow stopping of the risky
TI/CC, if the taxpayer has a sufficient
monetary amount on his electronic ac-
count in the SEA of VAT (or paid to the
budget).

Within this part of the article, it is
proposed that the VAT payer, in addi-
tion to information about the amount
¥ for which he has the right to regi-
ster the TI/CC, was still able to obtain
information about his right to register
the risky TI/CC and already registered
risky TI/CC. The basis of these propo-
sals is the VAT administration model,
which consists in the fact, that the VAT
payer has the right to register the risky
TI/CC if the inequality is fulfilled:

St 2TRS, (D)

u BIJIITKOJT
where £ — amount which is on the
electronic account of the taxpayer in
the SEA of VAT, £ — the amount of
tax paid to the budget since the entry
into force of the proposed changes in
this article to the law; T mon the to-
tal amount of tax, declared by the payer
to the budget reimbursement (includ-
ing received budget reimbursement),
taking into account the adjustments
and results of inspections, carried out
in accordance with the Tax Code of

Ukraine; S, — total tax on registered
risky TI/CC, made up in connection
with shipment of goods of the i-th type;
k. — coefficient of risk of possibility of
carrying out the “twist” operation with
the product of i-th type (0 <k, <1).

The risk factors are set by the Cabi-
net of Ministers, according to the eco-
nomic situation. First, it is suggested
that all the £, be equal to one.

The measures proposed in this part
are completely automatic, do not re-
quire the intervention of DFS employ-
ees in the course of work and will make
use of the tax credit, accrued when re-
ceiving documents for the goods for the
“twist” operation, economically unpro-
fitable. This system of measures cannot
be warned only a separate case of the
“twists” operation, but namely:

— An enterprise that performs the
“twist” operation receives a prepay-
ment from the client by registering the
appropriate TI/CC and does not regis-
ter the TI/CC, drawn up in connection
with shipment of this product;

— Acquired product from offender,
the client uses as a raw material for man-
ufacturing of other products (services).

Impossibility of warning is ex-
plained by the fact, that the transfer
of goods of unknown origin does not
fit into the system, and the Ministry of
Finance does not have the authority to
impose separate sanctions for the fact,
that the registration of the TI/CC with
the shipping rows did not take place.

Conclusions and perspectives of
further research. Thus, the article
shows that when receiving additional
information from taxpayers, the sys-
tem of electronic monitoring of TI/CC
can be transformed from an automatic
search system for offenders who carry
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out a “twist” operation in the system of
automatic prevention of such an opera-
tion. Further research should relate to
the development of automatic warning
systems for all other tax offenses.
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