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ABSTRACT
The purpose of the article is to analyze and assess the budgetary 
VAT refund to national agricultural producers and develop specific 
proposals for its improvement, taking into account the provision of a 
close relationship between tax and customs legislation in agriculture. 
Conceptual approaches to the essence of budgetary VAT refunds have 
been systematized. An algorithm for the declared amount of budgetary 
VAT refunds has been developed. The conditions for exercising the 
exporter's rights to VAT refunds have been analyzed, and the procedure 
for confirming the legality of the application of the 0 percent tax rate and 
tax deductions for tax when exporting agricultural products has been 
clarified. A methodology has been developed for checking the legality 
of the application of the 0 percent tax rate and VAT deductions for the 
export of agricultural products. The mechanism of budgetary VAT refunds 
to agricultural producers has been improved in order to comply with the 
objectives of the state economic policy in agriculture.
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	 1.	Introduction
 In Ukraine, large-scale work is being carried out to form an effective taxation system aimed 
at stimulating competitive production, supporting entrepreneurship and a healthy competitive 
environment, and encouraging and expanding the country’s export potential as well as providing 
the domestic market with high-quality consumer goods. In Ukraine, the value added tax (VAT), 
being the cornerstone of the indirect tax system, performs fiscal and regulatory functions and is 
a significant source of revenue for the state budget. At the supranational level, great importance 
is attached to VAT as a source of regular financial revenues to the state budget. Ukraine’s active 
participation in international financial turnover predetermines the need to join international con-
ventions and the adoption of international financial and legal obligations. It was the active partic-
ipation of Ukraine in foreign economic activity and the guidelines for the standards of the Euro-
pean Union that led to the introduction of VAT in our state.
 Currently, Ukrainian VAT is largely close to the best international counterparts. However, not 
all issues of its collection have been resolved. One of the key problems associated with this tax is the 
VAT refund procedure. The imperfect and non-transparent mechanism of budgetary VAT refunds 
hinders the development of agricultural entrepreneurship, inhibits the growth of competitiveness of 
agricultural products in external agricultural markets and slows down the introduction of innova-
tions and investments in the context of a decrease in entrepreneurial employment in rural areas.
 The need to develop an effective mechanism for budgetary VAT refunds for agricultural pro-
ducers is determined by the seasonality of agricultural production, the specifics of the activities 
of various organizational and legal forms of management in the agricultural sector, the introduc-
tion of strict measures to save budget funds in a special period, and constant changes in tax legis-
lation, some of which still remain uncoordinated.
 The possibility of VAT refunds is associated with a special exemption provided to exporters - at 
a tax rate of 0%, which entitles them to a refund. The problem lies in the implementation of this 
right. The urgency of the problem of VAT refunds on foreign economic transactions is aimed at 
solving two of its parties. First, it is necessary to simplify the procedure for VAT refunds to facili-
tate the return of paid VAT amounts by bona fide taxpayers. Problems with VAT refunds, from the 
point of view of taxpayers, create obstacles to normal trade turnover, hinder the development of 
economic relations, and restrict freedom of contract and business. Secondly, the legislator must 
ensure such a procedure for VAT refunds that will prevent abuse in the field of tax refunds by dis-
honest taxpayers. Since the current situation with its illegal reimbursement from the budget causes 
tangible harm to the country’s economy, the government of the country has developed a number of 
measures aimed at combating abuse in this area, which has resulted in the complication of the VAT 
refund procedure (the need for documentary confirmation, conducting a desk audit).
 Simplification of the VAT refund procedure leads to the emergence of a criminal tendency to 
receive VAT refunds from the budget, and its complications lead to the diversion of working cap-
ital and financial planning issues. As you can see, the solution to this problem should be carried 
out by legal means: by eliminating gaps in legislation, adopting legislative measures to prevent 
unfair financial competition, strengthening control, and law and order in the field of taxation.
 Financial support from the state through the mechanism of budgetary VAT refunds should be 
focused on small and medium-sized agricultural enterprises that are able to use financial support 
with maximum efficiency, given the existing price disparity in prices for agricultural products 
and industrial products. Small and medium-sized agricultural enterprises are able to ensure an 
increase in the competitiveness of their own products in conditions of fierce competition, monop-
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olization of land and budgetary resources, and, as a result, strengthen their financial position and 
ensure further development in conditions of economic and political instability.
 The purpose of the article is to analyze and assess the budgetary VAT refund to national 
agricultural producers and develop specific proposals for its improvement, taking into account 
the provision of a close relationship between tax and customs legislation in agriculture.

 2. Literature review
 The choice of the topic of the article is due to insufficient attention on the part of domestic and 
foreign researchers to the indicated problem. There are many works devoted to the problems of 
indirect taxation and legal regulation of VAT. However, the problems of VAT refunds to agricul-
tural producers have not yet been comprehensively studied. At the same time, it is worth noting a 
fairly large range of publications in the legal press on this issue. However, the publications are of 
a fragmentary nature since the subject of their consideration is only a few moments in the complex 
mechanism of VAT refunds to agricultural producers.
 (Cnossen, 2018) considers it expedient to improve the mechanism of VAT refunds from the 
budget to reduce the tax burden on agricultural enterprises by setting a ten-day period for tax re-
funds in periods with increased needs for financial resources and a monthly one - under favorable 
economic conditions. (James, 2015) notes that the provision of budgetary subsidies and a special tax 
regime allows agricultural enterprises to receive value added tax refunds and improve their finan-
cial condition. It is difficult to agree with this point of view, since the budget refund mechanism is 
designed to balance the tax credit against tax liabilities. Only after exceeding the latter, farms could 
receive VAT on special accounts, which was used for production needs, and not for budgetary re-
funds. (Benzarti, Carloni, Harju, & Kosonen, 2017), for the efficient use of the resource potential, 
propose to apply decreasing coefficients for VAT refunds to exporters of raw materials.
 In order to prevent the outstripping growth of export supplies of agricultural raw materials, 
(Besley & Rosen, 1999) proposed to reduce the severity of the problem of budgetary VAT refunds 
to agricultural exporting enterprises in the form of taxation at a zero VAT rate on exports of not 
all agricultural products but only products with a high share of added value. When exporting 
other goods, the VAT exemption regime must be applied. This will mean attributing the tax paid 
in the price of material resources to production costs and will allow the refusal of VAT refunds to 
exporters of products with a low share of added value.
 We consider it inappropriate to provide advantages in facilitating budgetary refunds for ex-
ports at a zero rate only for agricultural products with a high share of added value (for example, 
for the supply of finished products from grain and live animals, meat and egg products, butter). 
The introduction of decreasing coefficients in the reimbursement of agricultural raw materials 
will have no effect since it will only lead to an increase in administrative costs in the reimburse-
ment of the tax and will not help to eliminate the existing imbalances in agriculture.
 It should be noted that these changes in the taxation of value added will be resisted by represen-
tatives of large agrarian capital, focusing on the export raw material expansion of international 
commodity markets in the form of supplies of grain, industrial and oilseeds. Secondly, it is neces-
sary to pay attention to this problem in the context of Ukraine’s commitments to the European 
Community. This refers to the entry into force from January 1, 2016 of the Association Agreement 
between Ukraine and the European Union. Thus, Article 33 of the Agreement states that each 
party must ensure that it does not apply indirect protection of national goods or taxation of imports 
or exports for fiscal purposes. According to researchers (Annacondia, 2015; Bettendorf & Cnos-
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sen, 2015; Bocker & Finger, 2016), in the countries of the European Union, for example, in Austria, 
the fiscal authorities must make a decision on the return of budget funds for VAT within 4 months 
from the date of receipt of the application. The reimbursement period can be extended to six months 
when additional information is requested or to eight months when the authorities request addition-
al information after the first request. In England, (Hemming & Kay, 1981; Ecker et al., 2012) set a 
4-month deadline for regulatory authorities to decide on reimbursement.
 However, the application period in Austria and England must not be more than one calendar 
year and cover a period of less than three months (except for the remainder of the calendar year, 
for example, from November to 31 December). Some aspects of the VAT refund procedure in 
Poland were reviewed by (Myck & Oczkowska, 2015), noting that funds are returned to the VAT 
payer on time, regardless of the industry. The deadline for the return of applications with VAT is 
determined in three ways: 25 days - an accelerated period, if all invoices are paid; 60 days is the 
usual period; 180 days - for those payers who did not have sales transactions.
 The deadline for the return of budget funds as reported by the IMF’s Fiscal Affairs Depart-
ment, as noted by (Tait, 1988; Benedek et al., 2015), may be renewed under exceptional condi-
tions: the VAT declaration contains incomplete information; the taxpayer has a very large amount 
to return; the tax payer was unable to answer the verification questions within a reasonable time; 
the tax authority suspects that the tax return is inaccurate or the taxpayer is engaging in fraudu-
lent activity that requires an audit. The tax authorities must publicly announce the legal deadline 
for refunds. (James, 2015; Keen, 2007; Alavuotunki et al., 2019) confirm that the special regime 
of VAT levying in agriculture for a long time was a significant factor of state support in agricul-
ture in the absence of a mechanism for guaranteed budgetary reimbursement of overpaid tax.
 (According to Benedek et al., 2020), exemption from tax of any entity in the supply chain of 
goods from the manufacturer to the final consumer (except for the sale of goods to final consum-
ers through the retail system) destroys the chain of “tax credit” and, accordingly, affects the 
mechanism of the budget VAT refund. (Benzarti et al., 2017; Weyl et al., 2013) focus on the fiscal 
mechanism for protecting national producers, an integral part of which is internal and external 
protectionism, which is impossible without government intervention. (Gaarder, 2019; Berardi et 
al., 2016; Kopczuk et al., 2016) proposed the structure of the mechanism, consisting of various 
fiscal forms, methods, tools, and levers to protect the domestic producer. (Kosonen, 2015; Poter-
ba, 1996; Romer, 2010; Stern, 1987) are opposed to the transfer of foreign mechanisms of budget-
ary compensation to the country or the preservation of old domestic mechanisms in new condi-
tions since the borrowing process is not always effective and expedient

 3. Methodology and research methods
 The methodological basis of the article is a system-dialectical approach to the study of econom-
ic processes and phenomena. During the research, the following general and special methods of 
cognition were used: when disclosing the forms of budgetary compensation - logical generalization, 
monographic; when considering the stages of formation and methodological approaches to the 
mechanism of budgetary VAT refunds to agricultural producers - induction, historical, logical gen-
eralization; when studying foreign experience and determining the advantages or disadvantages of 
the Ukrainian mechanism - comparison; in the analysis of fiscal aspects and assessment of the 
current mechanism of budgetary VAT refund - causation, tabular, analysis and synthesis, methods 
of grouping, logical generalization; when developing specific recommendations for improving the 
mechanism of budgetary VAT refund - forecasting, comparison, scientific foresight.
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 Value added tax is an indirect tax, a mandatory payment of national importance with univer-
sal rates (0%, 7% and 20%) and tax liabilities of taxpayers to the state. VAT is included in the price 
of goods and is paid by the buyer to the seller as part of the cost of the purchased goods. The sell-
er transfers the tax to the budget but not in the total amount of tax liabilities but in part of the 
latter, reduced by the amount of tax paid or payable to suppliers of goods. The amount of value 
added tax that must be transferred to the budget is determined by each business entity inde-
pendently based on the results of activities in the reporting (tax) period. For the majority of VAT 
payers, the tax period is a month, for single tax payers of the III group or entrepreneurs under the 
general taxation system until July 1, 2020 - a quarter.
 In such circumstances, the positive difference (VATbudget) between the amount of the tax lia-
bility (TL) and the amount of the tax credit (TC) is subject to payment to the State budget after 1 
January 2017 based on the results of the tax period. 
 If there is a negative difference (TC > TL), this means that in the reporting period, the payer’s 
tax credit exceeds the tax liability. The excess of the tax credit over the liabilities of the VAT 
payer indicates that in the reporting period, suppliers (sellers) were paid or accrued to pay more 
VAT than received (or are subject to) from buyers (customers). If there is a negative value, such a 
payer may be given the right, under certain conditions, to claim for reimbursement from the State 
budget in full or in part (TC > TL) (Figure 1).

 
 
 
 
 
 
 
 
 
 

  

VAT from the 

budget = 
TL – TC (TC > TL) 

VAT budget = TL – TC = CD * Tr – I * Tr. 

Figure	1:	The	procedure	for	determining	the	negative	difference	(TC>TL)	by	credit	method,	
subject	to	reimbursement	under	certain	conditions1

1TL = CD*Tr, where CD is the cost of delivery of purchased or products; Tr – a tax rate of 20% or 7% (according to the 

established list of goods, products),

TC = I*Tr, де I – the value of inventory or property acquired by the company from suppliers (sellers).

2 Systematized on the basis of Article 200 of the TCU.

 The procedure for calculating the amount of tax to be reimbursed from the budget is enshrined 
in Article 200 of the Tax Code of Ukraine (TCU), taking into account the rules of electronic VAT 
administration. At the same time, the rules for determining the tax payable and reimbursing (cred-
iting) the balance of the tax credit are not isolated from each other and are indicated in one paragraph 
of Article 200 of the Tax Code. The article has the following name - «The procedure for determining 
the amount of tax to be paid (transferred) to the State budget or reimbursed from the State budget 
(budgetary reimbursement), and the timing of calculations.» We believe that the procedure for pay-
ing tax to the budget and the legislative procedure for reimbursing budget funds should be separated 
from each other and specified in various paragraphs of Article 200 of the TCU.
 In the future, the legislators took into account the presence of the taxpayer’s obligations to the 
budget. If the manufacturer has not paid off the debts to the state, then he must show the declared 
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amount of a negative value (tax credit) in the tax declaration to reduce the tax debt (including the 
deferred tax debt) for VAT that arose for previous periods. Only after that, in the part not exceed-
ing the amount of the registration limit, the payer has the right: to send the unreimbursed tax 
credit for budgetary refund to his current account; repay monetary obligations for other taxes and 
fees to the State budget with the amount of unreimbursed but paid credit; and add the balance 
remaining in the tax credit for the next reporting period. The current procedure for repayment of 
the negative VAT balance (except for further crediting to the account of VAT payments and other 
taxes to the budget) does not provide for other options for enterprises.
 The reasons for the emergence of a negative value (balance) for VAT, for which the amount of 
the tax credit exceeds the amount of the tax liability and can later be claimed for reimbursement, 
are: export of goods outside the customs border of Ukraine, when a zero VAT rate is applied; 
purchase of fixed assets that are used in the economic activities of the taxpayer; purchase of in-
ventory items in amounts that were not sold in the reporting period, are accounted for in the bal-
ances in warehouses and exceed the volume of supplies of goods; sale of goods at prices below the 
purchase price; and payment of VAT upon advance payment to suppliers for goods not yet deliv-
ered. The procedure for sending a negative VAT difference to form an application for reimburse-
ment to agricultural producers in the presence of certain conditions (the difference must be paid 
and exceed the amount of the registration limit) are shown in Figure 2. 
 In addition to the imperfect algorithm for the distribution of input VAT with partial payment 
of VAT by manufacturers, an additional factor that prevented enterprises from declaring budget 
refunds was the statutory calculation of the share of unreimbursed tax credits in export operations 
for manufacturers. The loss of the force of Article 209 of the Tax Code of Ukraine (TCU) from 
January 1, 2017 automatically leveled these factors. This was to improve the receipt of the neces-
sary financial resources by farmers. Since the amount declared for VAT refund is formed within 
the registration limit on an electronic account, then in the event of a shortage of funds, manufac-
turers cannot continue to declare funds for refund even if the amount of negative value for VAT 
that has developed and paid to suppliers is sufficient.
 The payer has a problem: to declare a budget VAT refund (then the amount of the registration 
limit will decrease by the amount of the application and, accordingly, the possible option of a 
shortage of funds on the electronic account for registering tax invoices without additional replen-
ishment) or refuse to submit an application for VAT refund to the regulatory authorities by send-
ing free funds on an electronic account for registering tax invoices. In this case, the balance of 
VAT on an electronic account should be kept as a reserve in the event of the need to pay VAT to 
the budget. At the same time, the manufacturer may face the threat of blocking tax invoices when 
registering in the Unified Register of Tax Invoices (URTI).
 The reason for blocking is the discrepancy between the volume of supplies of goods in the 
balance of such goods in conditions of exceeding the 50 percent level, that is, when they sell more 
than they buy. The lack of the remainder of the purchased agricultural raw materials is explained 
by the fact that the majority of farmers grow and collect, rather than buy. However, by order of the 
State Tax Service of Ukraine (STSU) dated 03.02.2020 No. 67, which regulates the procedure for 
blocking according to risk criteria in the conditions of the monitoring system functioning, risk 
assessment criteria (MSFRAC), exceptions for producers of agricultural products is not provided.
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Payment of 
VAT on the 
purchase of 
inventory 
items in 
volumes 
exceeding the 
delivery 
volumes (А3) 

Payment of 
VAT on the 
sale of 
purchased 
products 
below the 
purchase 
price (А4) 

The sum Σ of the negative value (B1) of the difference between the amount of the tax liability (TL) 
and the tax credit (TC) for	 the	 reporting	 tax	 period,	 taking	 into	 account	 the	 balance	 of	 the	
negative value of the previous reporting periods: ΣTL – (ΣTC + the remainder of the negative 
value of the previous reporting period) 

The sum of the negative value Σ (B2) for the reporting tax period minus the tax debt and / or monetary 
liability: B2 = B1 – the	amount	of	debt	or	monetary	liability 

The amount of negative value 
Σ (B3), which is subject to 
budgetary refund (B3	=	B2	- 
A4	- A5) within the limit 
according to EAS data and the 
amount of VAT actually paid 
in the reporting or previous tax 
periods for the delivered goods 
B3 = B2 - A4	- A5 

The amount Σ of the registration limit 
according to the data of the electronic 
administration system (EAS>	B2) 

The amount Σ of the registration limit according 
to the data of the electronic administration 
system (EAS <В2) 

The full amount or part 
of B2 within the amount 
of VAT actually paid in 
the reporting or previous 
tax periods 

Limit amount within 
the VAT amount 
actually paid in the 
reporting or previous 
tax periods 

The remainder of the negative VAT value after the budgetary refund is included in the tax credit for 
the next tax period 

Payment of 
VAT on the 
acquisition of 
fixed assets 
and other non-
current assets 
(А2) 

Payment of 
VAT upon 
prepayment 
for goods not 
yet delivered 
(А5) 

Conditional 
accrual of VAT 
when goods are 
exported outside 
the customs 
territory of 
Ukraine (A1) at a 
zero rate 

Figure	2:	Algorithm	of	the	declared	amount	of	budgetary	refund	of	value	added	tax
Note: Developed by the authors.

 This deprives agricultural producers from filing applications for refunds during the blocking 
period and postpones the receipt by the payer of budgetary VAT for an indefinite period. Since the 
amount of tax subject to budgetary reimbursement is determined only with a negative value of the 
amount actually paid to suppliers of products in previous reporting periods, in the absence of such 
payment, the manufacturer loses the legislative right to be able to claim an unreimbursed VAT 
credit for reimbursement. Special rules exist for crediting an unreimbursed tax credit in the form 
of crediting against future payments, which is one of the directions of budget refunds.

	 4.	Results
 The originality of the study is manifested in the fact that the agriculture of Ukraine is one of 
the industries subject to active government intervention even in market conditions. This is mani-
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fested in special conditions of taxation, tax benefits and advantages for certain types of taxes, the 
use of a special tax regime. Agricultural taxation is constantly being reformed, but this does not 
guarantee its perfection. Instability, complexity and ambiguity of tax and customs legislation, 
pronounced fiscal nature (while suppressing the role of the regulatory function of taxation), insuf-
ficient use of mechanisms of budgetary value added tax refund to agricultural producers in order 
to stimulate entrepreneurial activity, and expansion of production do not allow the tax system to 
effectively perform its functions in agriculture. These circumstances necessitate the development 
of organizational measures to strengthen the incentive function of taxation in agriculture, based 
on a systematic analysis of the existing mechanisms of tax and customs regulation and the intro-
duction of new mechanisms, taking into account the compliance and consistency of the planned 
changes of the entire set of institutional factors that determine the specific features of the devel-
opment of the agro-industrial complex of Ukraine.
 Changes in the taxation of VAT on farmers due to the termination of the special levy regime 
after January 1, 2017 necessitate its further study. Forms of illegal VAT refunds are associated 
with the use of such a scheme by enterprises: a scheme for VAT refunds from the budget when 
carrying out transactions for the sale of goods at prices lower than the cost of purchase and carry-
ing out export transactions, at artificially inflated prices using an official manufacturer in the 
chain. The negative experience of using this scheme was taken into account by amending Article 
188 of the TCU on January 1, 2015.
 Today, the tax base of business transactions for the supply of purchased goods cannot be low-
er than the purchase price of such goods. With regard to operations for the supply of actually 
manufactured products, the usual prices are applied when determining the tax base. In the case of 
deliveries of fixed assets, the book (residual) value of the latter is used for the first day of the op-
eration period (except for goods, prices for which are subject to state regulation).
 The negative experience of using such schemes was adopted by some large agricultural com-
panies, which began to be created after the entry into force of the Law of Ukraine No. 3528-15. It 
is not uncommon for monopolists - exporters of agricultural products, who claim amounts to be 
reimbursed and associated with other controlled related processing and trade sectors, due to ma-
nipulation of transfer prices- “transfer” part of their VAT-obligations to controlled agricultural 
enterprises. In the absence of legislative regulation of individual business operations, there is a 
risk of withdrawal from the budget in the form of budget compensation by enterprises in the real 
sector of the economy. As a result of this, the State Fiscal Service of Ukraine (SFSU) presented in 
2015 the relevant schemes for business entities in order to prevent the use of a dubious tax credit 
in the activities of taxpayers. 
 An interesting proposal by (Hutorov et al., 2018) on the introduction of control over the pro-
cessing of enterprises depends on the results of comparing data on the volumes of declared in-
come from the sale of grown products with the amount of available land, the amount of salaries 
paid to employees and the amount of agricultural machinery. (Lupenko and Zhuk, 2018) propose 
the distribution of manufacturers into 8 categories: conscientious, “fictitious” with the volumes of 
likely overstated product sales exceeding UAH 5 million; “Unscrupulous”, “affiliated”, “unde-
fined” (without the availability of land), “fictitious” producers with overstated volumes of up to 
UAH 5 million, “shadow” (sell their own products for cash), and “really operating” producers.
 According to (Bocker and Finger, 2016), the minimization process is affected by the presence 
of eleven ways of evading payment and obtaining an illegal right to a tax refund from the budget 
(cash transactions, falsified invoices, falsification of accounting records, incorrect qualification of 
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the type of transactions, pseudo-export of goods, phantom firms, barter transactions, export by 
affiliated enterprises, change in the nature of the transaction, use of subcontractors, abuse of tax 
officials). (Cnossen, 2018) emphasized that enterprises - producers of agricultural goods, not acting 
as direct exporters of their own production- do not pay VAT accrued on the selling price of their 
own products, leaving it at their disposal for the development of the material and technical base. 
There is an indirect subsidization of the development needs of enterprises from the state budget. 
Not being eligible for a refund of the tax credit, the manufacturing enterprise loses incentives to 
carry out direct export supplies since as a result of such operations, additional funds in the form of 
VAT are not received. An intermediary exporter, on the other hand, is interested in purchasing 
products with a significant amount of VAT, which he claims for reimbursement from the state 
budget. The state budget must refund the amount of tax actually paid by the preliminary payers.
 Agriculture is a vulnerable sector of the economy due to the seasonality of production and 
high dependence on the weather. The existing mechanism for non-refund of VAT to agricultural 
producers does not take into account the seasonality factor. Agricultural producers are more in 
need of financial resources in the first half of the year based on the results of seasonal work and 
not in the second half of the year, after the harvest takes place and the products are sold. Agricul-
tural enterprises need to reimburse the negative tax credit as soon as possible on special VAT re-
turns when the agricultural producer is most in need of resources.
 This legalized method of non-payment of VAT had its supporters. Supporters argued that the 
positive value of VAT from agricultural activities is not paid to the budget, so there can be no 
question of refunding the tax credit under a special tax regime. In 2017, after the termination of 
the special VAT regime (subparagraph 4, paragraph 2 of Section XIX «Final Provisions» of the 
TCU) for agricultural producers, such arguments cannot be justified. The term “exporter-inter-
mediary”, in our opinion, is not acceptable from the standpoint of the norms of commercial law 
since the «intermediary» carries out operations under intermediary agreements (commissions, 
orders and agency agreements), which do not provide for the transfer of ownership of the goods 
supplied by the manufacturer. Therefore, an exporter of agricultural products, when carrying out 
operations under such contracts with producers, does not have the right to budgetary refunds.
 In accordance with the legislation, we consider it necessary to apply the term “exporter who 
is not a manufacturer of purchased agricultural products” or “trading company - exporter” for 
transactions in contracts for the sale of agricultural products.
 According to the Ministry of Finance of Ukraine (MFU), which made public its position in 
2017, with advance payment for goods, the taxpayer has the right to a tax credit, the excess of 
which over tax liabilities gives the payer the right to claim a budgetary refund of this tax without 
receiving the goods. The tax service, whose opinion is decisive for taxpayers, prior to the publi-
cation of the position of the MFU believed that the applicant should not only pay for the goods but 
also receive them and only then declare an unreimbursed loan before returning from the state 
budget. After the appearance of the letter from the MFU, the fiscal authority changed its position 
(Letter from the SFSU 05/17/2018. No. 17093/6 / 99-99-15-01-01-15).
 By the above-mentioned document, the MFU introduces a new legal norm in the TCU. The 
document is considered advisory until the MFU publishes the Generalizing tax advice provided 
for by law (clause 52.6 of Article 52 of the TCU).
 By 2017, compared with the general procedure for determining the amounts to be reimbursed, 
there were peculiarities in determining the negative balance of the tax credit for agricultural pro-
ducers under a special regime. The special regime was supposed to calculate it according to the 
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rules specified in paragraph 209.3 of Article 209: the amount of VAT paid (accrued) by an agri-
cultural enterprise is credited to the tax credit for the next reporting period. Therefore, an agricul-
tural enterprise has the right to a budgetary refund of the tax accrued to suppliers of goods, only 
on the condition of the export of actually produced goods for export.
The procedure for determining the amount of tax to be reimbursed from the budget to agricultur-
al producers under the special VAT taxation regime was regulated by paragraph 209.4 of Article 
209 of the Tax Code of Ukraine. Agricultural producers had to, in accordance with Order No. 21 
(as amended before January 1, 2017), first display export operations and the amount of the unpaid 
VAT tax credit in the corresponding lines of a special tax return, for which no calculations are 
made with the budget. After exporting their own manufactured products outside Ukraine, manu-
facturers had the opportunity to declare for reimbursement to the current account a formed tax 
credit for VAT within the limit determined by the formula in the ESA. The unrecovered balance 
of the tax credit based on the accounting statement was displayed by agricultural producers in 
2017 in the general declaration, according to which settlements with the budget are made, by 
transferring it from a special declaration. The scheme for determining producers who were eligi-
ble for budget reimbursement under a special VAT regime is shown in Figure 3.
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Figure	3:	Scheme	for	determining	producers	who	were	eligible	for	budget	reimbursement	
under	a	special	VAT	regime
Note: Developed by the authors.

 However, the supervisory authority did not propose an algorithm for determining the share of 
unrecovered tax credit in export operations and its documentary support in the form of an ac-
counting statement. This is one of the reasons for the reluctance to declare by agricultural produc-
ers to refund VAT from the State Budget (SB) under a special regime.
 The supervisory authority has its own view on the procedures for crediting the amount of 
negative value, which is subject to budget reimbursement in payment of monetary obligations or 
repayment of tax debt from other payments paid to the State budget. According to the latter, these 
operations can be carried out by payers only after the introduction of the software. 
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 The EAS of VAT is organized at the central level by the STSU (Kiev). At the same level, there 
is an automatic calculation of the registration amount required for an agricultural enterprise in 
order to declare a negative paid balance on the tax credit for refund. 
 Despite the legislative regulation of this issue, from January 1, 2016, such a form of compen-
sation as crediting a negative value towards the payment of monetary obligations or repayment of 
tax debt from other payments paid to the SB was not applied by payers due to the fact that the 
software was not put into operation at the level of the State Fiscal Service of Ukraine (SFSU). 
Some enterprises are forced to prove the need to apply such an enrollment procedure in court. 
This does not contribute to the establishment of partnerships and leads to the aggravation of con-
flict situations. This is relevant today, after the Law of Ukraine No. 909-VIII updated the right for 
payers to choose such a method of compensating for a paid negative value as crediting the de-
clared budget refund to repay other payments to the SB.
 In the future, the SFS slightly revised its vision of the possibility of crediting the paid unreim-
bursed tax credit against other payments to the budget, with the support of the MFU. In the opinion of 
the fiscal authority, upon applications from taxpayers, the SFS bodies enroll the amounts of budgetary 
VAT refunds in payment of monetary obligations or repayment of tax debt only for payments that go 
completely to the SB (for example, rent for the use of subsoil for oil or gas production). As for other 
national payments (such as corporate income tax, personal income tax, which are distributed in various 
proportions to the state and local budgets), it is impossible to credit the amounts of budgetary VAT 
refunds against the latter since the provisions of the TCU do not provide for such an order.
 The need to separate the concepts of compensation and crediting the declared budget compensa-
tion against other payments to the budget was noted under the conditions of the Law No. 168/97. It is 
different to receive money from the budget and credit a negative value to other own obligations to the 
latter since it does not provide for the receipt of funds. It was believed that in the presence of a negative 
balance of the tax credit, the latter should first be used to reduce the previous and current VAT debt. 
Only then should the unused portion be returned to the manufacturer to the current bank account.
 This issue becomes especially important after the entry into force of the VAT EAS. Since the 
payment of VAT liabilities in advance to meet the proven indicators by the supervisory authority is 
impossible, which took place before the commissioning of the EAS, according to the cards from the 
personal account code 14060100, «Value added tax on goods produced in Ukraine» cannot be dif-
ferent overpayments than the unreimbursed balance on VAT or erroneously (excessively) paid 
amounts on the electronic account for transfer of obligations. If the farmer has a balance of unre-
imbursed VAT on the current VAT account, the budget debt will not be reduced by the amount of 
accrued penalties (for example, for late registration of tax invoices in the Unified Register) and will 
be considered taxpayer tax debt until he: declares part of the negative value in the declaration of the 
current period as an amount to repay the VAT tax debt, or the payer will not pay the fines in cash.
 Consider the position of the chief administrator in the electronic accounting system (EAS) for 
VAT – the STSU. Business entities are VAT payers: the amount that must be declared for reim-
bursement in tax reporting is determined based on the results of economic activity separately for 
each reporting period without a cumulative total (excluding the balance  of a negative value that 
remained unpaid from previous periods). 
 The TCU and the Procedure for completing a tax return 1 do not provide for approaches to the 
order of accounting for the remainder of the negative value of previous tax periods when paying 
off tax liabilities of the current period and the procedure for detailing these amounts by periods of 
occurrence in annexes - decryptions to tax reporting. There is no generalizing tax advice of the 
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MFU on this issue although the SFSU issued in 2018 several individual tax clarifications, which 
are opposite in content. This caused discontent among taxpayers and experts. We use the indica-
tors of the declarations of the conditional enterprise for calculations (Table 1).

Table	1:	Detailed	calculation	of	the	formation	of	a	negative	value	of	a	conventional	
agricultural	producer	by	periods	of	occurrence,	UAH

Periods	of	the	last	year Periods	of	the	current	year

line	declarations September October November Decemer January February
line 9 (total TL) 2000 4000 2500 5000 8000 -
line 10.1 (TC current) 12000 3000 1000 6000 3500 -
line 16.1 (TC previous 
periods) - 10000 9000 7500 8500 4000
line 17= line 10 + line 16.1 12000 13000 10000 13500 12000 4000
line 19 = line 9 – line 17 10000 9000 7500 8500 4000 4000
line 21= line 19- reimbursed 10000 9000 7500 8500 4000 -

September October November Decemer January February

Traditional 
approach

September 10000 - - - 10000 ∑=10000

October 9000 - - - 9000
(4000-3000)=1000 – 

10000

November 7500 - - - 7500
(2500-1000)=1500 

– 9000

Decemer 7500 - - 1000 8500
(5000-6000)=1000 

+ 7500

January 3000 - - 1000 4000
(8500-3500)=4500 

– 8500
February 3000 - - 1000 4000 -

Chronology 
method

September 10000 - - - 10000

October 6000 3000 - - 9000
(4000-10000)=6000 + 

3000 = 9000

November 3500 3000 1000 - 7500
(2500-9000)=3500+  
3000 +1000 = 7500

Decemer 0 1500 1000 6000 8500
(5000-7500)=1500+ 
+1000+6000 = 8500

January - - - 500 3500
(8000-8500)=500 + 

3500 = 4000
February - - - 500 3500 0

Combined 
approach = 
Chronology 
method 
(October, 
November) 
+ Traditional 
method 
(December + 
January)

September 10000 - - - 10000

October 6000 3000 - - 9000
(4000-10000)=6000 + 

3000 = 9000

November 3500 3000 1000 - 7500
(2500-9000)=3500+  
3000 +1000 = 7500

Decemer 3500 3000 1000 1000 8500
(5000-6000)=1000 

+ 7500

January 3500 500 - - 4000
(8500-3500-

500)=4500 - 8500
February 3500 500 - - 4000 0

*Note. According to the accounting data of an agricultural producer, the tax credit for the winter period (December and January) 
is unpaid. 
Note: Developed by the authors.
1 The procedure for filling out and submitting tax returns for VAT approved by Order of the MFU No. 21 dated 28.01.2016. In the previous 
normative documents on filling out tax returns for VAT (Orders of the State Tax Administration of Ukraine No. 41 dated 01/25/2011, the 
Ministry of Income and Duties dated 11/13/2013 No. 678, MFU Orders No. 1492 dated November 25, 2011 and September 23, 2014 No. 
966) also there is no procedure for detailing the occurrence and distribution of the negative value amounts (NVA) that were claimed for 
compensation. In connection with the assignment of NVA in accordance with Order of the MFU No. 21 dated January 28, 2016 to the tax 
credit of the current period (in the previous approved forms of declarations, the balance of NVA of previous periods was accounted for 
separately from tax liabilities and tax credit of the current period). This problem requires a solution.
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 We analyzed two approaches to the distribution of negative tax values (traditional and chrono-
logical method) in tax reporting. Suppose that in the sixth reporting month (February) the payer 
did not carry out economic activities and declared a negative value in the amount of UAH 4000 to 
the supervisory authority for compensation. According to the tax reporting of the payer, it was 
established that the formed tax credit in December last year and in January this year is unpaid in 
the presence of accounts payable to suppliers. Therefore, it cannot be claimed according to legal 
requirements for reimbursement.
 Let’s summarize the indices of the decryption of the negative value (line 21 of the declaration) 
for six months, which can be claimed for reimbursement using one of three methods (traditional, 
chronology, and combined) and group the data in table. 2. The specified methods cannot always 
satisfy the enterprises since the sum of the remainder of the negative value is declared for reim-
bursement, provided that the applicant has settled with the suppliers for inventory items. There-
fore, the largest debt to suppliers arises in the current periods. Working with permanent counter-
parties, the taxpayer - the buyer is interested in deferring payments or in partial payment in the 
absence of sufficient working capital at the time of receipt of claims from suppliers for payment 
in the current period.
 It is more profitable to declare for reimbursement to the agrarian a paid tax credit formed in 
previous periods when the harvest took place (combined approach) in order to receive funds from 
the budget and pay off suppliers for current or future supplies during the off-season. The method 
of chronology proposed by the SFSU in letters dated 22.07.2016 No. 24830/7 / 99-99-15-03-02-17 
and No. 15908/6 / 99-99-15-03-03-02-02, provides for the declaration of amounts (NVA) in recent 
periods (December and January), when the agrarian has the main amount of accounts payable to 
suppliers for the supplied inventory in case of insufficient or lack of funds for payment. Therefore, 
there is no reason to declare the amount to be reimbursed to the supervisory authority without 
paying the counterparty. If the applicant-VAT payer has enough funds and he works at the request 
of counterparties for prepayment, then it is more profitable for the latter to use the honology meth-
od of the paid tax credit, which is declared for refund.
 According to Table 2, it was established that the unrecovered tax credit (line 21 January = line 
16 February) in the amount of UAH 4000 (negative value of VAT) was formed: according to the 
traditional method in the amount of 3000 UAH in September and 1000 UAH as a tax credit (neg-
ative value) in December last year; according to the chronological method, in the amount of UAH 
500 from December last year and UAH 3500 the balance of the tax credit in January of the current 
year; according to the combined approach, the negative value consists of the sum of UAH 3500 in 
September and UAH 500 in October last year. Therefore, an agricultural producer will be able to 
declare a budgetary refund only in the amount of UAH 3,000 if the traditional approach is applied 
and the entire amount of UAH 4,000 is applied in the context of the introduction of the combined 
method. According to the chronological method, the entire amount of UAH 4000 is unpaid and 
cannot be claimed for reimbursement.
 The authors have improved the mechanism of budgetary VAT refunds for producers, which 
allows regulating at the level of VAT payers, tax and customs services, financial authorities of the 
state, and the system of budgetary VAT refunds for agricultural producers (Figure 4).
 The provisions of the article on the elimination of obstacles for agricultural producers to de-
clare the amount of the paid negative value for VAT will become an effective regulator for attract-
ing an additional reserve of financial resources to the strategic sector of the Ukrainian economy 
- the agro-industrial complex.
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Table	2:	Generalized	indicators	of	the	sums	of	negative	value	declared	by	the	conventional	
agricultural	producer	for	reimbursement

№ Period	
(month	of	the	year)

Traditional	
approach 

(not	regulated	in	
paragraphs 200.1-
200.4	of	Article	200	

of	the	TCU)

Chronology method 
(according	to	SFSU	letters	
dated	22.07.2016	№№	

24830/7	/	99-99-15-03-02-
17	and	№	15908/6	/	99-99-

15-03-03-02-02)

Combined	method	
(∑3	=	(І	+	ІІ	+	

ІІІ)	-	Сhronology	
method	∑4	and	∑5	-	
Traditional	approach)

1 September 10000 10000 10000
∑1 =(І) 10000 10000 10000

2
September 9000 6000 6000
October 0 3000 3000
∑2=(І+ІІ) 9000 9000 9000

3

September 7500 3500 3500
October 0 3000 3000
November 0 1000 1000
∑3=(І+ІІ+ІІІ) 7500 7500 7500

4

September 7500 0 3500
October 0 1500 3000
November 0 1000 1000
December 1000 6000 1000
∑4=(І+ІІ+ІІІ+ІV) 8500 8500 8500

5

September 3000 0 0
October 0 0 2000
November 0 0 1000
December 1000 500 1000
January 0 3500 0
∑5=
(І+ІІ+ІІІ+ІV+V) 4000 4000 4000

6

September 3000 0 3500
October 0 0 500
November 0 0 0
December 1000 500 0
January 0 3500 0
February 0 0 0
∑6=(І+ІІ+ІІІ+ІV+V+VI) 4000 4000 4000
∑	subject	to	reimbursement 3000 0 4000

*Note: the traditional approach and the chronological method are systematized by source (Bettendorf & Cnossen, 2015) combined 
- calculations and suggestions of the authors.

 5.	Discussion
 The TCU states that a budgetary refund is a refund, but the payer’s right to receive a budget 
refund is made dependent on the confirmation of the legality of the amount of budget refund based 
on the results of the payer’s audit. At the same time, the results of such an audit to reduce budgetary 
reimbursement are often appealed by payers and are recognized as illegal by court decisions. Then, 
the tax authority is obliged to return to the payer the amount of the negative value of VAT not based 
on the results of the audit but on the basis of a court decision. The norm on confirming the legality 
of budget refunds only based on the results of an audit by tax authorities is not final. The right to 
confirm the legality of the budgetary refund depends on the results of court decisions, which 
should be indicated in the TCU when determining the content of «budgetary refund». This is im-
portant for agricultural producers since they are the ones who come under the special attention of 
the regulatory authorities during inspections on VAT refunds. This is due to the fact that from July 
1, 2015 to January 1, 2017, the tax authorities were prohibited from conducting documentary on- 
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Figure	4:	Mechanism	of	budget	VAT	refund	to	agricultural	producers
Note: Developed by the authors.

site inspections of payers on the reliability of the declared budget VAT refund, except for the cases 
specified in paragraph 200.11 of Article 200 of the TCU. One of such cases is the supply of any 
product by agricultural producers who used a special VAT regime until 2017. 
 From February 1, 2016, legislators canceled automatic VAT refunds and changed the very 
procedure for its implementation through the formation of two equivalent registers. At the same 
time, no changes were made to Article 14 «Definition of concepts» on the essence of budgetary 
compensation, which led to confusion in the interpretation of the concept.
 From January 1, 2017, after the amendments were made to the TCU, the corresponding legis-
lative conflict on the automatic procedure in the wording of the budget compensation was elimi-
nated. Now the budgetary VAT refund (subparagraph 14.1.18 of paragraph 14.1 of Article 14 of the 
TCU) is considered as a refund of a negative tax value on the basis of confirmation of the legality 
of the submitted claim by the tax authority and only after the latter checks the taxpayer.
 There is a need for legislative regulation of the issue of criminal proceedings regarding busi-
ness entities that do not relate to the declared amount by the payer to be reimbursed. There are 
frequent cases when, at the request of investigative structures, the fiscal or treasury authorities 
detain VAT refunds to payers, despite the fact that open criminal cases are not related to the de-
clared amounts of taxpayers to be refunded.
 The dependence of the determination of budgetary reimbursement on the results of audits 
established in the TCU should not take into account the results of the latter, which are appealed in 
court or appeal by both the taxpayer and the fiscal authority as well as the results of which crim-
inal proceedings are initiated and a pre-trial investigation is conducted. Only after the completion 
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of the cases and compliance with certain legislative procedures, the VAT amounts declared for 
reimbursement are subject to return from the budget. These procedures should be specified in 
subparagraph 14.1.18 of paragraph 14.1 of Article 14 of the TCU when interpreting the essence of 
the term «budgetary refund».

 6. Conclusions
 Identified problems in the system of budgetary VAT refund are as such: tax audits and their 
consequences; refusal to register tax invoices; pressure from law enforcement agencies in crimi-
nal proceedings; and actual refusal of budgetary VAT refund without legal justification by the 
fiscal authorities.
 The purpose of budget compensation as a mechanism should be a coordinated functional 
system of transparent and effective management decisions for timely receipt of budget compensa-
tion by agricultural producers for the purpose of state support and protection, regulation of the 
agricultural market, and stimulating consumer demand for products of a national producer.
 An algorithm for the declared amount of budgetary VAT refunds in terms of electronic admin-
istration is proposed, which takes into account the factors that prevent agricultural producers from 
applying for budget refunds (unresolved approaches to tax calculations with a negative tax value).
 The use of a combined approach to determining the paid tax credit is beneficial for producers. 
This makes it possible to claim for the refund of VAT generated in previous periods when the 
harvest took place in order to receive funds from the budget and pay off suppliers for current or 
future supplies during the off-season.
 The regulatory framework for budgetary VAT refunds was improved, and attention was 
drawn to the lack of regulation at the legislative level of the procedure for paying VAT in advance 
payments to suppliers for goods not yet delivered and to the limited crediting of declared VAT 
amounts to repay future payments, which is one of the directions of budget refunds.
 It was proposed, under the conditions of the TCU, to introduce a differentiated period of in-
spections depending on the categories of farming in the countryside: an accelerated procedure for 
small-scale agricultural producers and farms with the establishment of a deadline for filing appli-
cations (7 days - for a cameral inspection, 20 days - subject to an on-site inspection and 30 days 
- with a documentary field check). The proposed approach to determining the timing of inspec-
tions of VAT refunds, depending on various organizational and legal categories of business, will 
contribute to the efficiency of the general mechanism and accelerate the receipt of the necessary 
funds for product manufacturers in the shortest possible time.
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