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Problems of Calculating Value-Added Tax

Abstract: The value-added tax is a regulatory federal tax. The article discusses value-added tax. The concept
is given, as well as common mistakes that Russian citizens make when calculating VAT. The value-added
tax is defined in this paper as one of the central federal taxes, which has both problems and solutions.
The concept of “Paper VAT” is given, and the meaning of its role in the tax system is revealed. The issue
is raised about the need to amend the Tax Code of the Russia, which would reduce tax losses in the
future. The authors conclude that today, VAT is one of those taxes that is not fully regulated by the state.
The modern Russian tax system has many problems that hinder the effective implementation of VAT
tax administration. These problems are different.
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Mapua C. Kpyraas, cryaeutka 4 kypca, pakyAbTeT IIOATOTOBKH CIIELIUAAUCTOB AAA CYACOHOI
cucTeMel, Poccrifckmii rocyAapCTBeHHBIH yHIBepcuTeT rpasocyans. Caukr-IlerepOypr, Poccus.
Aappesa AobaHoBa, cryAcHTK2 4 Kypca, (DAKYABTET IIOATOTOBKH CIIELINAAUCTOB AASL CYA€OHOI CrCTEMBL,
Poccutickuii rocyaapcrsenssiii yausepcutet npasocyaus. Caukr-IlerepOypr, Poccus.
Hayuubsni pyxopoanreas: Huna Hukoaaepna I'oHTaph, KAHAHAQT JOPUANYECKUX HAYK, AOLICHT
kacpeapsr, Poccutickuii ['ocyaapersennsiii yausepcurer rpapocyaus. Canxr-Ilerepbypr, Poccus.

ITpoGaeMbl HCUMICA€HIA HAAOTA HA AOOABA€HHYIO CTOUMOCTBD

Amnnomayus: Hanor Ha AOGABACHHYIO CTOUMOCTD — 9TO PEIyAHPYIOIIUI (heACPaABHBII HaAOr. B crarbe
paccmaTpuBaeTCs HAAOr Ha  AODAaBAGHHYIO croumMocTh. llpmBoAmTcA HOHATHE, 24  TaKKe
pacIpOCTpaHEHHBIE OIIHOKH, KOTOpble IpamaaHe Poccuiickorn PeAepaliuu  AONYCKAIOT —IIPH
ncancaeann HAC. Haaor Ha AOGaBACHHYIO CTOMMOCTB OIIPEACAAETCH B AAHHOH paboTe, KaK OAUH U3
OCHOBHBIX (DEACPAABHBIX HAAOTOB, KOTOPBIM HMEET KaK IIPOOACGMBI, TaK H IIYITM KX pPEIICHUA.
[Tpusoanrca noustue “bBymaxkasrit HAC” u packpsiBaeTcs CMBICA €ro pabOTBI B HAAOTOBOI CHCTEME.
[ToaHEMaeTCA BOIPOC O HEOOXOAMMOCTH BHeceHHA m3MeHeHHIl B Haaorosori xoaexkc Poccuiickoi
Depeparum, 9TO TO3BOAHAO OBl YMEHBIINTH HAAOTOBBIE IIOTEPH B OYAYIIEM. ABTOPBI ACAQFOT BBIBOA,

ur0 Ha ceroAHAnmHnid AcHb HAC fBAsieTCA OAHHM M3 TeX HAAOIOB, KOTOPBIC B IIOAHOH Mepe He
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peryanpyrorcst rocyaaperBom. CoBpemenHas Haroropas cucrtema Poccmiickoit ®Peaepannu mmeer psa
pobAEM, KOTOPBIE IPEIATCTBYIOT 3(h(DEKTHBHOMY OCYIIIECTBACHHIO HAAOTOBOIO aAMHHICTPUPOBAHIS
HAC. 9111 mpoOAeMBI HOCAT PasHBINA XapakTep.

Kanuessie cro6a: HAC, HarOT Ha AOGABACHHYFO CTOMMOCTD, CTABKA HAAOTA HA AODABACHHYEO CTOUMOCTD,
deaeparpHBIT  OIOAKET, HAAOL, AODaBAeHHAs cromMocTb, «Oymakubii HAC», Harorosoe
3aKOHOAQTEABCTBO, HAAOTOITAATEABIIIUK.
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Abbreviations:

CIT is corporate income tax,

CPT is corporate propetty tax,

PIT is personal income tax,

TC is Tax Code of the Russian Federation,
VAT is value added tax.

Introduction
VAT is a regulatory federal tax. It constitutes a form of revenue withdrawal from the budget
from the added value generated at all stages of production. This added value is the difference
between the value of goods, works, and services sold and the cost of material expenses included
in production and distribution costs. VAT is levied on all goods, works, and services throughout

the entire production cycle, and serves as a stable and consistent source of income for the budget
(Tedeiev & Paryhina, 2025).

Results

In the Russian Federation, a so-called “turnover tax” existed prior to the introduction of
VAT. During the economic crisis, a team of specialists, headed by the Russian economist and
political figure Yegor Timurovich Gaidar, was formed to implement a series of anti-crisis
measures. With the involvement of experts, a “tax for the poor”—the value—added tax—was
introduced in the country. VAT came into effect in Russia on 1 January 1992. At that time, the
highest rate was set at 28%.

According to data from the Federal Tax Service, VAT provided the largest share of revenues
to Russia’s consolidated budget: 52% (1,234.5 million roubles), PIT—28% (660.1 million
roubles), CIT—12% (289.9 million roubles), taxes under special tax regimes—4% (88.4 million
roubles), and CIT—1% (16.8 million roubles).

The place of supply for services is Russia’s territory. The tax base is determined according
to the rules set out in Article 153 of the TC.

The objects of taxation include the following operations:

1. The supply of services (work and goods) within the territory of the Russian Federation,
including the sale of pledged property and the transfer of property rights, as well as goods
under agreements for compensation or novation;

2. The transfer of services (goods) for personal use within Russia, where related expenses are
not deductible for corporate profit tax purposes;

3. The importation of goods into the Russian Federation.
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4. Other operations listed in Article 146 of the Tax Code of the Russian Federation (Krokhina,

2024).

VAT payers may be both individual entrepreneurs and legal entities. VAT calculation is
governed by Article 166 of the TC: the tax amount is calculated based on the tax base specified
in Articles 154-159 and 162 of the TC and represents a percentage of that tax base (Tux Code,
1998). 1f the organisation keeps separate accounts, the total tax payable is determined as the sum
of taxes calculated at each applicable rate as a percentage of the corresponding tax bases

An analysis of the composition of VAT payers can reveal common errors in its calculation:
e  crrors in identifying the taxable object (e.g., incorrect application of tax rates; failure to fulfil

obligations as a tax agent);

e unlawful tax deductions (e.g., improper use of exemptions; unlawful application of VAT
relief).

Proper application and calculation of VAT help mitigate risks and avoid penalties from the
tax authorities. Therefore, it is crucial to carefully verify all calculations and documents related
to VAT.

The formula for calculating VAT often encourages taxpayers to develop tax avoidance
schemes. For example, the profit tax base is determined by subtracting allowable expenses from
income, per Paragraph 1, Article 247 of the TC. In contrast, the VAT base is defined as revenue
only, according to Paragraph 1, Article 154 of the TC (Tax Code, 1998). Deductions, which
reduce the amount of VAT payable by a specific taxpayer, do not affect the tax base itself—they
shift part of the tax liability to the supplier. The set of transactions performed by taxpayers does
not reduce the total VAT payable to the state. Thus, although deductions may reduce an
individual taxpayer’s payments, the overall tax obligation to the state remains unchanged.

In this sense, deductions redistribute the responsibility for tax payment but do not alter the
total amount of tax to be paid.

Despite the implementation of the VAT Automated Control System 2 (ASK VAT-2), the
practice of “paper VAT” persists (Modern software tools. .., 2019). In an attempt to deflect attention
from their clients, some firms extend supply chains which ultimately terminate in a shell
company, creating a significant gap in unpaid VAT (Larichev & Pankratyer, 20217).

“Paper VAT” is a tax optimisation scheme whereby an honest taxpayer, wishing to reduce
“input VAT,” engages in fictitious contracts with suppliers. These suppliers issue invoices for
non-existent deliveries (services or works), report these operations in their tax returns, and
simulate a supply that never occurred (Chernik et al., 2024). In reality, no actual supply takes place
— the supplier merely provides the customer with documents for goods (works or services) that
were never delivered. This is why such VAT is referred to as “paper VAT.”

To address the issue of shell companies in supply chains that effectively evade tax payments,
it would be appropriate to tighten regulations on the registration of legal entities and individual
entrepreneurs and amend the T'C accordingly. This would help prevent or reduce the formation
of fictitious companies at the initial stage (Farkbutdinoy, 2024). This also applies to the registration
of companies with multiple directors or founders.

Initial screening during the company registration process would greatly ease tax
administration at the inspection level, reduce inspectors’ workloads in collecting evidence against

shell companies, and lower tax arrears.
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A similar situation arises with companies engaged in questionable activities. It is necessary
to amend the TC concerning the acceptance of tax reporting. The tax authorities are obliged to
accept tax returns from all taxpayers who submit them. However, since introducing the ASK
VAT-2 system, it has become possible to detect taxpayer schemes in which discrepancies in
VAT amounts arise across supply chains, leading to significant sums not being paid into the
federal budget. Amending the TC about dubious organisations would help reduce tax losses.

Taxpayers are subject to mandatory registration with the tax authority.

Conclusion

In conclusion, it can be said that, as of today, VAT remains one of the taxes that is not fully
regulated by the state. The current tax system faces several issues that hinder the effective
administration of VAT. These problems vary in nature—they may stem from certain
inaccuracies in tax legislation, shortcomings in the organisation of audit activities by the
authorities, taxpayers’ intent to evade taxation, or challenges arising in the practical application
of tax calculation.

To reduce instances of VAT evasion, it is necessary to tighten control over potential
taxpayers by establishing a unified database that would monitor all of a taxpayer’s payments, not
limited to VAT alone. Furthermore, measures are worth adopting to prevent taxpayers from

creating or using any VAT evasion schemes in the future.
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