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Taxation is a term for when a taxing authority, usually a government, levies or imposes a tax. The term "taxation" applies to all types of involuntary levies, from income to capital gains to estate taxes. Though taxation can be a noun or verb, it is usually referred to as an act; the resulting revenue is usually called "taxes."
The organization responsible for tax policy in Ukraine is the State Fiscal Service, operating under the Ministry of Finance of Ukraine. Taxation is legally regulated by the Taxation Code of Ukraine.The calendar year serves as a fiscal year in Ukraine. The most important sources of tax revenue in Ukraine are unified social security contributions, value added tax, individual income tax. he organization responsible for tax policy in Ukraine is the State Fiscal Service, operating under the Ministry of Finance of Ukraine. Taxation is legally regulated by the Taxation Code of Ukraine.The calendar year serves as a fiscal year in Ukraine. The most important sources of tax revenue in Ukraine are unified social security contributions, value added tax, individual income tax. 

The constituent parts of the tax system of Ukraine are as follows: tax payers, the object of taxation, the tax base, the tax rate, the tax calculation procedure, the tax period, the term and the manner of payment of taxes, the period and procedures for reporting the calculation and the payment of taxes.
According to the provisions of Art. 8 of the Tax Code of Ukraine, taxes and fees in Ukraine are divided into general state taxes and fees and local taxes and fees.
The general state taxes and fees include the taxes and fees namely: the corporate income tax, the personal income tax, the value added tax, the excise tax, the fee for the first registration of a vehicle, the environmental tax and oters. The local taxes and fees include: the tax on real property other than land, the consolidated tax, the fee for implementation of certain types of business activities, the fee for parking of vehicles, the tourist tax.
The tax payment procedure is regulated by the Tax Code of Ukraine; according to the general procedure, the payment is carried out in cash or by a bank transfer.
It should be noted that the efficiency of the business directly depends on the correctness of the chosen system of taxation. The current legislation of Ukraine provides for several types of systems of taxation, accounting and reporting: the general system of taxation, accounting, and reporting, and the simplified system of taxation, accounting, and reporting.

The general system of taxation, accounting, and reporting can be used by any business entity. The main factors that affect the amount of tax liability of enterprises that have chosen the general system of taxation, accounting, and reporting are as follows: 
the relationship between the income and the expenses (the higher the expenses of the enterprise, the lower the amount of the liability for income tax of the enterprise);

the amount of income that is not included in the gross income and the amount of expenses that cannot be attributed to production costs;

the amount of spending subject to depreciation;

the amount of the VAT included in the price of goods, work, and services; and the amount of the tax credit.

However, the overall tax system is complex to administer. When using the general system of taxation, the entrepreneur must submit a higher volume of reporting than if the simplified taxation system were used. The procedure for calculation of individual taxes is complex and requires professional knowledge and experience.

By applying the simplified system of taxation, accounting, and reporting the entrepreneur must pay the tax in the specific amount, which is independent of the received income. The basis of each of the types of the simplified system of taxation, accounting, and reporting is the payment of a certain amount, which replaces the payment of a certain range of taxes and fees. The negative in this case is that provision is made for certain restrictions depending on the type of simplified tax system, namely based on the type and the place of business, the number of employees, the amount of the resulting revenue.
General social and health security
Employers are liable to pay Unified Social Security Contributions. The social security contribution in Ukraine is 22% of the gross earnings (salaries and benefits paid to employees). This percent is applied to salaries which are less than 25 subsistence minimums for able-bodied persons. If the salary is higher, then only the amount up to 25 subsistence level for able-bodied persons is taxable, while the rest is non-taxable. The subsistence level for able-bodied persons in Ukraine is UAH 1,600 (approx. EUR 55) starting January 1st, 2017. The 22% from gross salary is divided among different funds (unemployment fund, accident fund, pension contribution and temporary disability fund).
Corporate income tax (CIT) 
In case of Corporate Income Tax, taxation  depends on residency status. To be considered resident, legal entity must be registered in Ukraine and it must operate under Ukrainian laws. If these conditions are met, the legal entity is considered resident and their tax base for Corporate Income Tax is their worldwide income. Non-residents pay the tax only from income with origin in Ukraine, but not every kind of income is subject to the tax. Permanent establishment of non-residents are considered separate entity. Tax rate differs between these categories. For residents the tax rate is 18% with few exceptions. For example, insurance companies have to pay 0 to 3% of their income as a special corporate tax, that lowers taxable profit

Personal income tax
The standard PIT rate is 18% in Ukraine. This rate applies to (main):
( salary
( all kinds of compensatory and incentive payments
( other payments and fees that are accrued in connection with labour relations and civil law contracts
Military tax
Starting from August 2014 1.5% military tax on personal income was introduced in Ukraine. The military duty is paid from wages, other incentive and compensation payments or benefits, which are paid to the taxpayer on the basis of his/her employment relations or civil agreements.
Indirect taxes

An indirect tax is collected by one entity in the supply chain (usually a producer or retailer) and paid to the government, but it is passed on to the consumer as part of the purchase price of a good or service. The consumer is ultimately paying the tax by paying more for the product.
Value added tax is levied on the supply of goods and service in Ukraine and on the import and export of goods and auxiliary services. Supplies to and from Crimea are treated as exports and imports for value added tax purposes. The standard VAT rate is 20% for domestic supplies and imported goods (including auxiliary services). A 7% rate applies to supplies of pharmaceuticals and healthcare products. Exported goods and auxiliary services are zero-rated. For VAT purposes, services that are included in the customs value of imported and exported goods are considered auxiliary services Certain supplies are not subject to VAT, including: issues of securities; insurance services; reorganization of legal entities; transfers and returns of property under operating lease arrangements; currency exchange; and imports and exports with a custom value of less than 150 EUR. VAT-exempt supplies include published periodicals; student notebooks, textbooks, books and certain educational services; certain public transport services; the provision of software products (until January 1. 2023); and the provision of healthcare services by licensed institutions. Registration is required (for residents and non-residents) if value of taxable supplies of goods or services exceeds UAH 1 million during any 12-month period. A legal entity may apply for voluntary registration if it has no VATable activities or if the volume of its VATable transactions is less than the registration threshold. Although not specifically provided for in the Tax Code, in practice a nonresident entity must register for Ukrainian VAT purposes via representative office and/or PE in Ukraine.

Value added rates
Standard VAT rate in Ukraine is 20% and is imposed on domestic sales of goods and/or services, imported goods or services.
Reduced rates:
7% - this rate is applied to supply and import of registered medicines and specific medical goods
0% – this rate is applied to the export of goods. Other services which are subject of 0% rate are an international transport services confirmed by a single international shipping document, toll manufacturing services if the goods are exported from Ukraine, etc.
Provision of services to a non-resident are subject to 20% VAT or it can be considered as an outside the scope of VAT, depending on the place of supply.

Taxation in other countries

Drugs and medicines (Taxation in the USA)
Sales of drugs and medicines are not taxable if the drug or medicine is intended for internal or external use in people to diagnose, cure, treat, or prevent illness or disease. This includes both prescription and nonprescription drugs and medicines that are recognized by the United States Pharmacopeia, the Homeopathic Pharmacopeia of the United States, or the National Formulary.
Prescription drugs and medicines are used under the supervision of a licensed physician and must be obtained from a licensed pharmacist. They include:

· antibiotics

· narcotics

· controlled substances

Nonprescription or over-the-counter drugs and medicines can also be purchased exempt from sales tax. They include:

· pain relievers (aspirin, ibuprofen, etc.)

· antacids

· cough and cold remedies

· dandruff shampoo and treatments

Other medicinal products used internally or externally by humans for the preservation of health, and products (other than food) that are intended to affect the structure or a function of the human body, are also exempt from sales tax. These products, which are not ordinarily considered drugs or medicines, include:

· acne preparations

· contact lens preparations

· eye drops

· laxatives

· lip balm intended to treat or prevent chapped lips

· petroleum jelly that is uncolored and unscented

· products that treat nicotine withdrawal symptoms

· products that prevent or treat athlete’s foot or other fungus infections

· products intended to treat sunburns

· sunscreens

· vaginal creams, foams, ointments, and jellies that treat specific medical conditions

Family planning

Products sold to reduce the chance of pregnancy are not taxable. These products may be sold by prescription or over the counter.

Examples of these items include:

· birth control pills

· condoms

· contraceptive creams, foams, jellies, or sponges

· diaphragms

· vaginal suppositories

Cosmetics and toiletries

Cosmetic and toiletry products are used for cleansing, personal grooming, beautifying, or altering your appearance. These products are taxable even if they contain some medicinal ingredients. See the Cosmetics and toiletries chart below.

General merchandise

Many drugstores and pharmacies sell a variety of general merchandise that is generally taxable. See the General merchandise chart below.

Food and beverages

Drugstores and pharmacies often also sell a variety of food and beverages. 
Insurance coverage

The taxability of an item does not change when payment is made under medical insurance coverage, including:

· personal insurance,

· an employer-sponsored medical plan,

· Medicaid, or

· Medicare.

Nontaxable items remain nontaxable regardless of the method of payment. Taxable items remain taxable even when paid for under insurance coverage.
The charts below list examples of:

· taxable cosmetics and toiletries; and

· taxable general merchandise commonly sold by drugstores and pharmacies.

	Cosmetics and toiletries (taxable except as noted)

	· after-shave products

· antiperspirants and deodorants

· astringents

· baby powder, talcum powder

· bath crystals, salts, milks, etc.

· bleaching creams and lotions

· bouquet liquids

· breath fresheners

· bronzers

· bubble bath

· creams and lotions, including:

· beauty cream

· body lotion

· cleansing creams

· face cream

· hand lotion

· moisturizers

· cocoa butter *

· cold creams

· colognes

· depilatories

· eau de cologne

· essences and extracts

· exfoliants

· face packs

· freckle remover

· glycerin *

· hair care products, including:

· hair brushes, combs

· colorings, dyes, henna

· gel, mousse, hairspray

· texture cream

· straightening products
	· lavender

· make-up, including:

· mascara

· foundation

· face powder

· blush

· eyeliner

· eye shadow

· lipstick

· manicure preparations

· massage cream

· mustache wax

· nail care products, including:

· brushes

· cuticle removers

· enamel

· polish

· polish remover

· acrylic nails

· oral hygiene products, including:

· toothbrushes

· toothpaste

· dental floss

· mouthwash

· permanent waving cream, lotion, and kits

· perfumes

· peroxide (if for use in bleaching the hair or for other toiletry purposes)
	· pore cleanser

· protective cream *

· pumice stones

· razors

· rose water

· sachets (containing powder or other aromatic material)

· soap

· scalp lotion *

· scalp ointment *

· shampoo (nonmedicated)

· shaving cream

· stain removers

· styptics *

· suntan products that contain no sunscreen

· talcum powder

· tissue cream

· toilet lanolin *

· vaginal creams, douches, deodorant powders, or sprays (non-medicinal)

· water softener

· witch hazel

· wrinkle-concealing preparations

	* Not subject to sales tax if the product is labeled for use for medicinal purposes.


