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ANNOTATION
Panchenko Y. Expert examination of liquefied petroleum gas in international
trade.

The tendencies and features of market development and export-import operations
with liquefied petroleum gas are considered in the final qualification paper. The properties,
peculiarities of classification according to UCGFEA and the order of identification of
liquefied gas for customs purposes are analyzed. Criteria, means and methods have been
developed and an identification examination of liquefied gas has been carried out. And also
the peculiarities of customs clearance and calculation of customs value are investigated.

Keywords: liquefied petroleum gas, import, expert examination, identification,

UCGFEA code, customs clearance, customs value, customs payments.
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INTRODUCTION

Topic actuality. Liquefied petroleum gas is similar to natural gas in its
performance characteristics. However, it is more expensive: the price of liquefied gas is
still higher than the price of natural gas. At the same time, propane-butane is lower in
cost than diesel fuel, it is also cheaper to use than coal and peat. It is also used by
motorists to convert their machines to use liquefied gas, as well as in commercial,
chemical, agricultural and industrial fields. Today, the relevance of liquefied petroleum
gas is also due to its high environmental friendliness compared to other petroleum
products. Gas imports and timely laboratory tests should also be monitored to avoid
smuggling.

Conducting an identification examination is important for customs. It is used to
insert the product and confirm its characteristics because the characteristics of the
product directly affect the definition of the UCG FEA code. In turn, with the help of the
code UCG FEA establish the basis for taxation of goods and permits. Ukraine is a
leader in the import of liquefied petroleum gas in Europe. Every year, large volumes of
LPG imports show that it is necessary to study how customs clearance is carried out and
how identification examination is carried out.

Research object — liquefied petroleum gas imported to Ukraine.

Research subject — criteria, methods and means of identification, customs
valuation and customs clearance of liquefied petroleum gas.

The final qualifying paper purpose is to conduct an identification expert
examination and analyze the customs clearance peculiarities of liquefied petroleum gas.

To achieve the mentioned above purpose, the following tasks should be solved in
the paper:

v' to analyze global market of liquefied petroleum gas;
v to make a theoretical analysis of approaches to the expertise of liquefied

petroleum gas in different countries of the world;
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v to study peculiarities of customs clearance of liquefied petroleum gas
import in Ukraine;

v' to evaluate and analyze assortment of liquefied petroleum gas in
international trade;

v" to conduct an identification expertise of liquefied petroleum gas during the
import in Ukraine;

v' to analyze customs valuation and customs taxation of liquefied petroleum
gas import;

v' to determine country of origin of liquefied petroleum gas;

v' to analyze of customs clearance of liquefied petroleum gas import
according to the customs declaration.

Research methods: analytical, organoleptic, measuring and general scientific
methods.

The final qualifying paper scientific originality. An examination of liquefied
petroleum gas for customs purposes was conducted; the assortment of liquefied
petroleum gas was also expanded.

Obtained results practical value. The result of examination of liquefied
petroleum gas is obtained, the analysis of requirements and characteristics of liquefied
petroleum gas that can be used by the SCS of Ukraine in the customs clearance of
imports of liquefied petroleum gas.

Research results approbation. The research results were presented and
discussed at the III International Student Scientific and Practical Conference "Actual
problems of entrepreneurship, trade and marketing" in a report on "Commodity science
expert examination of stationery for customs purposes"(Kyiv, KNTEU, June 18, 2020).
According to the results of the research, an article was published in the collection of
scientific articles of students: Panchenko Y. Identification expert examination of
liquedfied petroleum gas for customs purposes / MutHa cripaBa: NpakTUYHUN ACTICKT:

30. HayK. CT. CTyA. cT. 223 - 229 — K. : KuiB. Hau. Topr.-ekoH. yH-T, 2020. — C. 19-24
[1].
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The final qualifying paper structure and volume. The paper consists of an
introduction, three charters, conclusions and recommendations, references, annexes.
The main text of the paper includes 45 pages. The paper contains 10 tables, 4 figures.
The list of references includes 53 items. 12 annexes are added to the paper and placed

on 15 pages.
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CHAPTER 1
THEORETICAL BASES OF EXPERTISE AND CUSTOMS CLEARANCE OF
LIQUEFIED PETROLEUM GAS

1.1. The global market of liquefied petroleum gas

The Ukrainian liquefied petroleum gas market is powerful even on a global scale,
but it is import-oriented. Approximately 75-80% of the liquefied petroleum gas market
is imported to Ukraine, so it is very important to develop a national infrastructure for
liquefied petroleum gas production, as today we have only about 25% of the production
of this type of fuel. This 1s an important issue in view of Ukraine's energy security, so in
two years this percentage of liquefied petroleum gas production should increase by 10-
15%, given the situation around Ukraine on the issue of transit. This will allow Ukraine
to increase the level of energy security, which is very important for Ukrainian society.

Liquefied petroleum gas competes with gasoline and diesel fuel. Ukraine is
among the ten largest autogas markets in the world. The main suppliers of liquefied
petroleum gas to Ukraine are Russia and Kazakhstan, Belarus is also a strong player in
this market, but it processes Russian raw materials. This fuel also comes to Ukraine
from Algeria, Germany, the Netherlands, Lithuania, Poland and Romania. At the
moment, cooperation has been established with Kazakh liquefied petroleum gas
producer Tengizchevroil, which has a production capacity of 1.5 billion liters. It should
be noticed that this amount of this fuel would be enough for Ukraine for a year. This
fuel higher quality and more environmentally friendly than Russian one. Characteristic
of the liquefied petroleum gas market is its seasonality; in summer it increases by a third
due to increased traffic [1].

The global LPG market is segmented based on source, application and geography.
Based on source, the market is further segmented into refineries, associated gas and
non-associated gas. Based on application, the market is further segmented into

commercial, chemical, industrial, auto fuel, refineries and other. Based on geography,
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the market is further segmented into Europe, North America, Asia Pacific and Latin
America, Middle East and Africa (LAMEA). [2]

LPG can be obtained in two different ways: approximately 60% are obtained
during the extraction of natural gas and oil from the earth; other 40% are obtained
during the refining of crude oil. [3]

According to the HS, liquefied petroleum gas is classified in section V “Mineral
products”, group 27 “Mineral fuels; oil and products of its distillation; bituminous
substances; mineral waxes”, commodity position 2711 ‘“Petroleum gases and other
hydrocarbons in the gaseous state”. Liquefied petroleum gas are included in the
commodity subheadings 27111 “liquefied”. According to the Ukrainian Classification
of Goods for Foreign Economic Activity (UCGFEA) liquefied propane gas is classified
by code UCGFEA 2711 12 11 00 and 2711 13 10 00 [4].

Analyzing the volume of butane imports to Ukraine over the past 6 years, it
should be noted that they increased compared to 2014 by almost than three times, in
particular, if in 2014 the volume of imports amounted to 86.9 billion dollars USA, in
2019 this figure was already at the level of 252.6 billion dollars. USA. In the case of
propane, since 2014 the volume of imports has increased more than one and a half times
compared to 2019 (figure 1.1). In particular, in 2014 the volume of propane imports was
204.6 million US dollars, and in 2019 already 361.1 million US dollars. The crisis of
2014 in Ukraine reduced the import of butane by 40% and propane by 27%. And in the
following imports of propane continued to grow annually. Unfortunately, the import of

butane has decreased by 20% over the last year [5].
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Figure 1.1. Volumes of propane and butane imports to Ukraine for 2014-2019

The overall dynamics of the cost of propane imports to Ukraine from 2014 to
2019 is positive. As we can see, the volume of imports is growing rapidly from year to
year, over the past six years - more than one and a half times.

The five largest countries importing propane to Ukraine include the Russian
Federation, Belarus, Kazakhstan, Poland and Latvia, where the share of the Russian
Federation remains the most important from year to year. Such countries also include:
Romania, Egypt, Lithuania, Hungary, Algeria and others (table 1.1). Belarus ranks
second in terms of imports, its peak was in 2018 — 72 270.2 thousand dollars USA, and
in 2019 fell almost 2 times and amounted to 38 037.4 thousand dollars USA. We can
also see that Kazakhstan's imports are growing very rapidly, and if in 2014 this figure
was 33460.5 thousand dollars USA, in 2019 is already 89353.2 thousand dollars USA,
which is two and a half times larger. We can also see a very rapid increase in imports

from Poland [7].
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Table 1.1

Volumes of propane imports to Ukraine by countries of the world

Importing countries

Cost, thousand dollars USA

2014 2015 2016 2017 2018 2019 2014-2019
All countries of the | 204697,6 | 149381,9 | 212713,4 | 249313,0 | 340564,6 | 361104,3 | 1517774,8
world, in particular:
Russian federation 119803,5 | 108874,5 | 180995,4 | 151867,0 | 185058,3 | 217406,3 | 964005,0
Belarus 50874,8 | 26353,1 | 20507,6 | 68060,5 | 72270,2 | 38037,4| 2761034
Kazakhstan 33460,5 | 14116,9 6552,0 | 16701,9 | 769634 | 893522 | 237146,9
Poland 14,8 31,6 1104,8 | 2379,0 4684,2 8299,4 16513,7
Latvia 1413,7 | 2428,1 441,6 2775,6 7059,0
Romania 624,6 2604,2 3228,7
Egypt 1180,4 | 2032,5 3212,9
Lithuania 28,2 | 1391,6 1001,0 629,2 3049.,9
Hungary 4483 299.8 0,8 1287,7 2036,6
Algeria 1582,2 1582,2
Others 95,8 5,8 931,3 1945.9 145,2 7123 3836,3

The world's largest exporter of propane is undoubtedly the United States with a

share of 66.8% and ahead of the next country Canada, with a share of exports of

10.37%, almost six and a half times (figure 1.2). Also among the largest exporting

countries in the world are: Russian Federation, Algeria, Norway, Kuwait, Oman,

Kazakhstan, Australia and others. Based on this, we can consider Kazakhstan and

Norway as potential partners [6].
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Figure 1.2. Volumes of imports of propane in the world in 2019
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The overall dynamics of the cost of butane imports to Ukraine from 2014 to 2018

1s positive (table 1.2). The peak year for the import of butane was 2018 with the largest

volumes of imports in the last 6 years, when we imported gas for 317267.7 thousand

dollars USA, which is more than three and a half times more than in 2014 — 86911.4
thousand dollars USA. But in 2019, imports fell by 25% [7].

Table 1.2

Volumes of imports of butane to Ukraine by countries of the world

Cost, thousand dollars USA
Importing countries

2014 2015 2016 2017 2018 2019 2014-2019
All countries of the 86911,4 512652 | 119478,7 | 211217,5 | 317267,7 | 252559,9 1038700,4
world, in particular:
Belarus 47504,0 38698.2 42853,6 | 131609,6 | 184404,3 | 130956,8 576026,5
Russian Federation 14356,4 | 11124,7 69389,5 | 615179 642074 | 542979 | 274893,7
Kazakhstan 22742,8 1032,7 1007,7 6694,2 57286,2 | 419832 130746,9
Lithuania 6185,7 8848,1 6865,7 21899,5
Poland 18,0 140,6 262,1 6353,5 6774,2
USA 4721,7 4721,7
Latvia 3563,7 422.0 159,7 41454
Italy 21,4 12742 311,3 772,5 2379,4
Switzerland 0,1 2156,7 0,1 1,9 2158.8
United Kingdom 1776,6 362,8 0,8 1,0 21412
Korea, republic 109 13,4 438,8 238,9 389,9 7263 1916,3
Others 422.6 33,4 2186,1 976,8 1557,4 5720,7 10896.,9

The analysis of the liquefied gas international market showed that every year this
product becomes more popular and in demand due to its economic, environmental and
physico-chemical characteristics. Over the past 6 years, the amount of butane imported
to Ukraine has increased almost 3 times, from 86.9 million dollars USA to 252.6 million
dollars USA. Instead, the number of propane imports increased more than one and a
half times, from 204.6 million dollars USA to 361.1 million dollars USA. In 2019,
Russia is the undisputed leader and exported to Ukraine liquefied petroleum gas
propane by 217,406.3 thousand dollars USA, followed by Kazakhstan - 89,352.2

thousand dollars USA, the number of imports from which over the past 6 years has
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increased more than two and a half times. And the largest exporter of butane to Ukraine
1s Belarus, which in 2019 brought to Ukraine liquefied petroleum gas by 130956.8
thousand dollars USA and in terms of volume ahead of the Russian Federation with a
rate of 54297.9 thousand dollars USA almost two and a half times. The largest exporter
of propane in the world in 2019 is the United States, which produces 66,8%, its more
than half of all propane.

1.2. Analysis of approaches to the expertise of liquefied petroleum gas in
different countries of the world

The most famous laboratory for the export of liquefied petroleum gas — Bureau
Veritas. Bureau Veritas has been providing global inspection and testing services
related to the Liquefied Petroleum Gas (LPG) sector for many years. Their network of
laboratories, strategically located in key trading locations around the world, provide
precision analytical testing to both internationally recognized standards and customer
specific methodologies across the main industries [8].

Professional inspection services are critical whenever the custody of goods
transfers between buyers, sellers and traders. To assist with a seamless transition,
Bureau Veritas has highly skilled professionals ‘on the ground’ in all major transit and
trading locations. They offer localized expertise in a range of technologically advanced
inspection and sampling services.

With field staff and laboratories all over the world, Bureau Veritas quantify and
analyze LPG production and cargoes on a regular basis. Their strategic locations near by
Refineries, pipeline operators main marine harbours and storage locations will assure
fast turnaround service delivery.

They offer inspection and testing services for a number of different gases
including ethane, methane, propane, isobutane, n-butane, isopentane, n-pentane,

hydrogen, nitrogen, carbon monoxide, carbon dioxide and others.
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They provide the following services:
Bunker Quantity Surveys;
Chemical Composition Analysis;
Elemental Trace Analysis;
Liquid Storage Terminal Services;
LPG/LNG Testing & Inspection;

Natural Gas Composition;

o XA B0,

Sulfur Content.

A special group has been set up in the European Union to examine liquefied
petroleum gas — Liquid Gas Europe Coordination Groups [9]. Which consisting of:
Transport RID/ADR/ADN Working Group;

Bleve Prevention Working Group;

Internal inspection of cylinders during periodic requalification Working Group;
Liquid Gas Europe incidents/accidents Working Group;

LPG truck of the future;

YV V V V V V

LPG product quality.

Liquid Gas Europe’s technical coordination group, managed by Liquid Gas
Europe’s technical manager, consists of technical experts from its members. It is
responsible for steering Liquid Gas Europe’s technical work. It formulates responses to
emerging technical and HSE legislation and it devises strategies for appropriate
enforcement of relevant laws at national level and eradication of unsafe and unfair
practices. It meets four times a year, with additional ad hoc net meetings, conference
calls and additional task force activities organised as needed. Liquid Gas Europe’s
technical manager is shared with the World LPG Association, bringing in synergies
between the European LPG sector and the rest of the world.

A separate autogas coordination group has also been set up to cover specific
political and technical issues the importance of using liquefied gas as a transport fuel.
To ensure synergies and optimal use of staff and members expertise, two-way
communication channels are established with the other two Coordination Groups for

issues that may be of shared interest. This group allows the interested members to
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participate in discussions such as the long term development of the Autogas
infrastructure and how to best implement future fuel requirements, modernising the
brand Autogas.

Each batch of liquefied petroleum gas that is put into circulation or placed on the
market must be accompanied by a copy of the declaration of compliance of liquefied
petroleum gas with the requirements of the Technical Regulation and the quality
document (quality passport). The quality document should contain the following
information:

1)  Date of issue and document number.

2)  Name, brand of liquid petroleum gas.

3)  Name of the manufacturer, address.

4)  Date of liquefied petroleum gas production.

5)  Date of sampling and date of testing.

6)  Place (address) of sampling.

7)  Warranty period of storage.

8)  Mark of compliance with technical regulations.

9)  Normative values and actual test results stating the conformity of the liquefied
petroleum gas brand to the requirements of the Technical Regulation.

10) Information on the declaration of conformity.

11) References to regulatory documents on test methods.

12) Batch number (tank).

13) Data on the type and number of additives.

14) Signature of the head of the testing laboratory or an authorized person, certified
seals (if any).

Before putting into circulation and providing liquefied petroleum gas on the
market, the manufacturer must affix a mark of conformity to technical regulations to the
quality document (quality passport), which states the conformity of liquefied petroleum
gas to the requirements of the Technical Regulation [8]. In the case of conformity
assessment, the designated conformity assessment body shall add its identification

number to the conformity mark. The following shall be involved in the performance of
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liquefied petroleum gas testing works to confirm the compliance of liquefied petroleum
gas with the requirements of the Technical Regulation [8]:

o designated conformity assessment bodies;
o accredited testing laboratories.

According to GPA Standard 2140 [10] given approaches to the expertise of
liquefied petroleum gas in different countries of the world.

Practice for Sampling Liquefied Petroleum Gases — this practice covers the
procedures for obtainingrepresentative samples of liquefied petroleum gases such as
propane, butane, or mixtures thereof, in containers otherthan those used in laboratory
testing apparatus. Theseprocedures are considered adequate for obtaining representative
samples for all routine tests for LPG required by Specification D 1835 except analysis
by Test Method D 2163. They are not intended for obtaining samples to beused for
compositional analysis [11].

Test Method for Gage Vapor Pressure of Liquefied Petroleum Gases — this test
method covers the determination of the gagevapor pressures of liquefied petroleum gas
products attemperatures of 37.8°C up to and including a testtemperature of 70°C.[12]

Test Method for Density or Relative Density of Light Hydrocarbons by Pressure
Thermohydrometer — This test method covers the determination of therelative density or
density of light hydrocarbons including liquefied petroleum gases. The prescribed
apparatus should not be used formaterials having vapor pressures higher than 1.4 MPa
(14bar) at the test temperature [13].

Test Method for Volatility of Liquefied Petroleum Gases — this test method is a
measure of the relative purity ofthe various types of liquefied petroleum Gases and
helpsto ensure suitable volatility performance. The test results, when properly related to
vapor pressure and density of theproduct, can be used to indicate the presence of butane
andheavier components in propane type LP-gas, and pentaneand heavier components in
propane-butane and butane type fuels. The presence of hydrocarbon compounds less
volatilethan those of which the LP-gas is primarily composed isindicated by an increase

in the 95 % evaporated temperature [ 14].
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Test Method for Copper Strip Corrosion by Liquefied Petroleum Gases — this test
method detects the presence of componentsin liquefied petroleum gases which may be
corrosive to copper [15].

Test Method for Residues in Liquefied Petroleum Gases — this test method covers
the determination of theextraneous materials weathering above 38°C that are presentin
liquefied petroleum gases. Liquefied petroleum gases that contain alcohols toenhance
their anti-icing behaviour can give erroneous resultsby this test method. The result can
be expressed in terms of measuredvolumes or indices derived from these volumes. In
eithercase, the test method provides an indication of the quantityand nature of materials
in the product that are substantiallyless volatile than the liquefied petroleum gas
hydrocarbons.[16]

Standard Test Method for Analysis of Liquefied Petroleum Gases and Propene
Concentrates by Gas Chromatography — this test method covers the determination of
thecomposition of liquefied petroleum (LP) gases. It is applicable to analysis of
propane, propene, and butane in allconcentration ranges 0.1 % and above.[17]

Standard Test Method for Dryness of Propane (Valve Freeze Method) — this test
method covers the measurement of thedryness of propane-type products such as, but not
limited to, commercial propane.[18]

Standard Test Method for Sulfur in Liquefied Petroleum Gases (Oxy-Hydrogen
Burneror Lamp) — this test method covers the determination of total sulfur in liquified
petroleum gases containing more than 1 pg/g. Specimens should not contain more than
100 pg/g of halogens. To attain the quantitative detectability that themethod is capable
of, stringent techniques must be employed and all possible sources of sulfur
contamination must be eliminated.[19]

GPA Standard 2174 “Obtaining liquid hydrocarbon samples for analysis by gas
chromatography”. The specific purpose of this method is to describe theequipment and
procedures for obtaining representative samplesof natural gas liquids and the
subsequent preparation of thosesamples for laboratory analysis by gas chromatography.
Theprocedures described in this method may be used for obtainingsamples for analysis

by methods other than gas chromatography [20].
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There are many organizations and laboratories in the world for the analysis and
examination of liquefied petroleum gas. The most famous and widespread network of
laboratories is Bureau Veritas, which is located in many cities and on all continents of
our world. In Europe, Liquid Gas Europe’s technical coordination group and the
Autogas Coordination group, which focuses on automobile liquefied gas expertise, have
been set up to examine liquefied petroleum gas. Among the American standards, the
most famous 1s the GPA Standard 2140, which includes various approaches to the
examination of liquefied petroleum gas used around the world. Such approaches include
test Method for Gage Vapor Pressure of Liquefied Petroleum Gases, Test Method for
Density or Relative Density of Light Hydrocarbons by Pressure Thermohydrometer,
Test Method for Volatility of Liquefied Petroleum Gases, Test Method for Copper Strip
Corrosion by Liquefied Petroleum Gases, Test Method for Residues in Liquefied
Petroleum Gases, Standard Test Method for Analysis of Liquefied Petroleum Gases and
Propene Concentrates by Gas Chromatography, Standard Test Method for Dryness of
Propane (Valve Freeze Method) and Standard Test Method for Sulfur in Liquefied
Petroleum Gases (Oxy-Hydrogen Burneror Lamp).

1.3. Peculiarities of customs clearance of liquefied petroleum gas import in
Ukraine

The customs clearance of liquefied petroleum gas differs little in procedure from
other non-food products. The main document, as for all other goods, is the Customs
Code of Ukraine, which regulates the basic provisions on customs clearance, customs
control and customs formalities. It stipulates that the purpose of customs clearance is to
ensure compliance with the procedure established by the legislation of Ukraine for the
movement of goods, commercial vehicles across the customs border of Ukraine, as well
as statistical accounting of imports into the customs territory of Ukraine, export and

transit through its territory.
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According to the second part of Article 246 of the Customs Code of Ukraine [25],
the procedure for customs formalities in customs clearance is determined by the order of
the Ministry of Finance of Ukraine No 631 from 30.05.2012 "On approval of the
Procedure for customs formalities in customs clearance of goods using a customs
declaration on a single administrative document" [23].

Customs clearance is a mandatory procedure that is carried out when the goods
cross the customs border. Customs clearance is carried out in accordance with current
legislation by declaring the data to the customs authorities.

In accordance with part six of Article 257 of the Customs Code of Ukraine, the
conditions and procedure for declaring necessary for customs control and customs
clearance are determined by the order of the Ministry of Finance of Ukraine Ne 651
from 30.05.2012 "On approval of the Procedure for filling out customs declarations on a
single administrative document" [24]. This order defines the rules for filling in the box
of customs declarations on the forms of a single administrative document form MD-2,
additional sheets to it form MD-3, specifications form MD-8, the procedure for entering
information to supplement form MD-6, cases of application of the specification, and
design, distribution and use of MD sheets forms MD-2, MD-3, MD-6, MD-8.

Declaration is carried out by applying for the prescribed form (written, oral,
through action) of important information about the goods, the purpose of their
movement across the customs border of Ukraine, as well as information necessary for
their control and customs clearance. When using a written declaration form, you can use
both electronic documents and paper documents or their electronic (scanned) copies,
fixed by the electronic digital signature of the declarant or his authorized person.

List of documents for customs clearance of liquefied petroleum gas (approved by
part three of Article 335 of the Customs Code of Ukraine): foreign trade contract,
transport documents, commercial documents, packing list, documents confirming the
cost of delivery of goods to the border of Ukraine, documents confirming the cost of

insurance of the goods, documents confirming the country of origin of the goods.
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All customs formalities begin with the registration of the delaration, after which
this declaration is checked and the value is compared with the documents that were
submitted with it and confirm the value of the goods [25].

Acceptance of the customs declaration for registration and its further registration.

When carrying out customs clearance of MD, the following customs formalities
are performed: verification of compliance with the deadlines for submission of MD,
verification of marks on completion of movement of goods, control of comparison of
data contained in MD-2 and other documents submitted for customs clearance, in
particular:

» comparison of the details of the authorized bank specified in box 28 of the
MD with the data contained in the list of authorized banks of Ukraine in the UAIS of
the customs authorities of Ukraine;

» comparison of the exchange rate of Ukraine to foreign currency specified in
box 23 of the MD with the official exchange rate of Ukraine to foreign currency in
which the invoices and information about which are indicated in the left section of box
22 of the MD,

» verification of the existence of current (not canceled) special sanctions
applied to the Ukrainian subject of foreign economic activity and / or foreign subject of
economic activity in accordance with Article 37 of the Law of Ukraine "On Foreign
Economic Activity" [26];

» comparison of information confirming compliance with the prohibitions
and restrictions on the movement of goods across the customs border of Ukraine, with
the information contained in the unified electronic permits received from other
government agencies;

» comparison of information on accrual of customs and other payments, as
well as on the application of measures to guarantee their payment with the information
contained in electronic guarantee documents issued by guarantors and placed in the
UAIS customs authorities of Ukraine, and information on the availability and amount of

advance payments (prepayment) , paid by the taxpayer in accordance with Article 299
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of the CCU [25] to the accounts opened in the name of the customs authority as a
preliminary cash security for future customs payments;

» comparison with information received from customs and law enforcement
agencies of foreign countries;

» checking the availability of declared goods in the customs register of
intellectual property rights;

» checking the correctness of the application of tax benefits;

» checking the correctness of determining the customs value of goods.

Upon completion of customs clearance, the officials of the customs clearance
department perform the following customs formalities:

v’ Verification of information on the implementation of customs formalities,
formed as a result of risk assessment for MD using a risk management system,
including with the help of ASAUR.

v Checking the correctness of accrual of customs and other payments, the
correctness of filling in box 47 and B of the MD.

v' Filling in box C of the MD in accordance with the procedure for filling out
customs declarations, entering information into the electronic MD.

v" Collection of customs and other payments for MD.

v Completion of customs clearance

The rules of taxation of goods moving across the customs border of Ukraine are
regulated by the Customs Code of Ukraine (Chapter 42 Section 1X). According to the
first paragraph of Article 286 of the Customs Code of Ukraine, goods placed under the
customs regime of import are subject to import duty, unless otherwise provided by law,
subject to conditions and restrictions.

The list of rates of national tax - import duty on goods imported into the customs
territory of Ukraine and systematized according to the Ukrainian classification of goods
of foreign economic activity (UCG FEA), compiled on the basis of the Harmonized
Commodity Description System and is an integral part of the Law of Ukraine On the
Customs Tariff of Ukraine Ne 674-1X from 04.06.2020 [27].
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According to Article 215 of the Tax Code of Ukraine [28], liquefied petroleum
gas is part of the group of excisable goods and according to the code UCG FEA -
2711139700 the rate of excise tax for liquefied petroleum gas is 50 EUR per 1000 liters.

Also, the Tax Code of Ukraine determines the value added tax at 20%.

Ukraine has also concluded agreements on reducing import duty rates which are
imported into Ukraine are taxed at the import duty at reduced rates, rate of 0%, with the
following countries:

» EFTA country in accordance with the Free Trade Agreement between
Ukraine and the EFTA States No. 4091-VI of 7.12.2011 [29], preference for duty —
“403”;

» European Union in accordance with Association Agreement between
Ukraine, of the one part, and the European Union, the European Atomic Energy
Community and their Member States, of the other part from 27.06.2014 [30], preference
for duty —“4107;

» Canada in accordance with Free Trade Agreement between Ukraine and
Canada from 11.07.2016 [31], preference for duty — “420”.

Within the framework of the current interstate agreements on free trade with the
CIS countries — preference for duty “400”, the Republic of Georgia — preference for
duty “401” and the Republic of Macedonia — preference for duty “402”, exemption from
payment of duties on the import of liquefied petroleum gas is possible. Such exemption
is carried out in compliance with the conditions (availability of a certificate of origin
form ST-1 or EUR-1, compliance with the rules of direct shipment and direct purchase)
set by each individual agreement.

There is also a single fee for vehicles defined in Article 5 of the Law of Ukraine
of 04.11.99 No 1212-XIV [32], which cross the state border, for the passage of the
vehicle by road and for the passage of vehicles in excess of the total weight, axle loads
and dimensions according to the Law of Ukraine On the single fee, which is levied at
checkpoints (checkpoints) across the state border of Ukraine Ne 1212-XIV from
04.11.1999.
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The obligatory basis for customs clearance of import into the territory of Ukraine
of the goods specified in the comment is the presence of a certificate of origin of goods.

One of the documents: "0865" - form A; "0954" - forms EUR.1; "7006" -
forms ST-1; "7007" - general form Ukraine; "0861" - the general form of a foreign
country; "7012" - invoice declaration; "7016" - invoice declaration. A certificate is
required to determine the need for special measures to import this product or to pay an
anti-dumping duty.

Because in accordance with the Resolution of the Cabinet of Ministers of Ukraine
of 24.07.2019 Ne678 [33] in case of impossibility to reliably establish the country of
origin of liquefied petroleum gas, to which a special duty is applied, such goods are
released for free circulation in the customs territory of Ukraine subject to payment of
special duty. 3%.

If the relevant normative legal act establishes the need to conduct a laboratory
inspection, the selection of samples and specimens of goods for laboratory research
(analysis, examination) is carried out within the limits established by the standards of
sampling. Sampling is carried out in accordance with EN ISO 4257:2001 “Liquefied
petroleum gases — Method of sampling” [34]. This International Standard specifies
requirements for the sampling of non-refrigerated liquefied petroleum gases (LPG).
This method is used for sampling large containers. This standard is used to obtain
samples for analysis of the composition according to the standard and is not used to
obtain samples for the analysis of trace elements of components with a low boiling
point.

The analysis of the legislation showed that the customs clearance of liquetied gas
takes place in the general order. The main documents are used as for other goods, but
for liquefied gas there is a special special regulatory framework. Since LPG belongs to
the group of excisable goods, Article 215 of the Tax Code of Ukraine determines the
rate of excise tax, in our case according to the code UCG FEA - 2711139700 the rate of
excise tax for liquefied petroleum gas i1s 50 EUR per 1000 liters. Ukraine has also
signed relevant agreements on free trade in liquefied petroleum gas, which set an import

duty rate of 0% with countries such as EFTA, European Union, Canada, CIS countries,



28
the Republic of Georgia and the Republic of Macedonia. Ukraine has also signed a
resolution of the Cabinet of Ministers of Ukraine according to which liquefied
petroleum gas imported from the Russian Federation or in the absence of a certificate of

country of origin is subject to a special duty of 3%.
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CHAPTER 2
EXPERTISE OF LIQUEFIED PETROLEUM GAS IMPORTED IN UKRAINE

2.1. Organization. Object and Research Methods

The study of liquefied petroleum gas was conducted on the basis of the
Specialized Laboratory of Expert Examination and Research (SLEER).

Object of research is liquefied petroleum hydrocarbon gas with a mass fraction of
components: ethane - 0.60%; propene - 1.31%; propane - 15.88%; i-butane - 14.12%; n-
butane - 30.15%; butene - 1-14.91%; transbutene - 2-22.67%:; i-pentane - 0.36%; gutin
at 15° C - 572,862 kg / m which imported to Ukraine from Switzerland according to the
customs declaration Noe UA903040/2020/035158.

The scheme of research is given on figure 2.1.
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To identify this product, used two research methods:

1. Determination of the hydrocarbon composition (using a gas chromatograph
Chromatec Crystal 5000.1 Ne051609) [35];

2. Determination of density by the calculation method (using a gas
chromatograph Chromatec Crystal 5000.1 Ne051609) [36].

Gas chromatography is a method for separating volatiles, thermostable
compounds. About 5% meet these requirements known organic compounds, but it is
these compounds that leave 70-80% of the compounds used by humans in the
production and everyday life. The volatile phase is an inert gas (carrier gas), flowing
through a stationary phase having a large surface. Hydrogen, helium, nitrogen can be
used as the mobile phase. argon and carbon dioxide. Nitrogen is most often used as
more affordable and cheap. The carrier gas provides the transfer of the separated
components on the chromatographic column and does not interact with separated
substances, or with a stationary phase.

This method used to determine the hydrocarbon composition.

Method for determination of hydrocarbon composition. The essence of the
method lies in the chromatographic separation of hydrocarbons that make up the
liquefied gas.

1. Preparation for analysis

v" Preparation of sorbents

v' Filling the chromatograph column

v' Installation, commissioning and preparation of the chromatograph for
analysis

2. Processing of the results

v’ Determination of the hydrocarbon composition of liquefied gas

v' The result of the analysis is the arithmetic mean of two parallel
determinations for all hydrocarbons of the analyzed liquefied gas. Results are calculated
to the second decimal place.

This International Standard [35] specifies a simplified method for calculating

density and pressure of saturated vapors of liquefied petroleum gases (LPG), based on
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the data on the composition and density and pressure coefficients of saturated vapors of
individual LPG components. This standard provides a list of these factors. The method
is intended for product specifications and is not intended to determine the density and
pressure of saturated vapor during acceptance tests (ISO 6578).

Based on the plan, a scheme of this study was created, where each stage can be
traced. There are also a number of methods and tools for quantifying liquefied
petroleum gas. There are mainly two methods of laboratory examination on a gas
chromatograph: determination of the quantitative composition and determination of the

density by the calculation method.

2.2. Assortment of liquefied petroleum gas in international trade
Liquefied petroleum gas is widely used in many countries around the world for
the needs of industry, housing and communal services, petrochemical industry, as well

as automotive fuel. The range of liquefied petroleum gas is shown in Figure 2.2. [37].

Liquefied petroleum gas (LPG)

Propane Butane
PT PA PBA PBT BT
Propane Propane Propane- Technical B
technical automobile butane propane- e
: technical
automobile butane

Figure 2.2 Assortment of liquefied petroleum gas
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One of the most important properties of propane and butane, which distinguishes

them from other types of automotive fuels, is the formation of a two-phase liquid-vapor

system at a free surface above the liquid phase, due to the occurrence of saturated vapor
pressure, that is, vapor pressure in the presence of a liquid phase in the cylinder.

The table 2.1 shows the average cost of butane and propane for 2019 in the

largest exporting countries. As we can see, the price per unit of propane and butane is

relatively the same.

Table 2.1
Average cost of butane and propane in 2019
it Unit value
Exporters Ql{?:itl y (USD/unit)
Propane | Butane
USA Cubic meters 198 226
Canada Cubic meters 175 187
Kuwait Tons 489 483
Russian
Federation Metadata I\ A 336
Algeria Tons 405 397
Norway Tons 362 388
Oman Tons 462 462
Australia Tons 419 440
Kazakhstan Tons 320 348
China Tons 500 504
Average value Tons 413,875 | 419,75

These two gases (propane and butane) differ in the boiling point at which they
change from liquid to gaseous state. Propane ceases to turn into gas and remains in a
liquid state at a temperature of -43 ° C, for butane this temperature is 0 ° C.

In cold climates (or in winter), LPG — a mixture of propane and butane -
intended for use as a vehicle fuel must be dominated by propane for better gasification
of the mixture.

Next, liquefied petroleum gas is classified according to the following brands:

Propane automobile — also known as autogas, propane is widely used as a car

fuel, although it is also popular for industrial and domestic heating. Clean burning
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characteristics make propane ideal for a wide range of industrial and agricultural
applications. These include oxy-propane cutting and brazing, soldering, preheating, heat
treatment, shrink-wrapping, drying crops, heating greenhouses and livestock sheds as
well as for flame-weeding and pest control. It is also employed in its pure form as the
fuel gas in flame photometers. [38]

Propane is industrially a product of separation of petroleum or "fat" natural gas -
that is, it has a fairly high content of impurities, oils, related substances, and needs high-
quality cleaning and filtration. In addition, according to known studies, at a sufficient
concentration, propane can have a narcotic effect on the human body. You can see
propane in everyday life in an ordinary gas lighter.

Propane technical. For gas supply systems, the most suitable is technical
propane, since it has a high vapor pressure up to minus 35 ° C (boiling point of propane
at atmospheric pressure is minus 42.1 © C). Even at low temperatures from a cylinder or
gas holder filled with propane, it is easy to take the right amount of vapor phase under
conditions of natural evaporation. This allows LPG cylinders to be installed outdoors in
winter and to extract the vapor phase at low temperatures. [39]

Butane technical 1s a cheaper gas, but differs from propane in its low vapor
pressure, therefore it is used only at positive temperatures. The boiling point of butane
at atmospheric pressure is minus 0.5 ° C. Practically not used.

The gas temperature in the tanks of the autonomous gas supply system must be
positive, otherwise the evaporation of the butane component of LPG will be impossi
The technical propane-butane mixture is used for heating and cutting metal, for the
production of roofing, insulation works, and also as a liquid fuel. [40]

Technical propane-butane mixture — a mixture of liquefied hydrocarbon gases,
not less than 40% - propane and not more than 60% - butaneble. Geothermal heat is
used to ensure gas temperatures above 0 ° C. [41]

Propane-butane automobile became one of the main alternative fuels for cars.
This is a hydrocarbon mixture of propane (50 = 10%) and butane. Hydrocarbon gases
are produced from natural gas and associated oil. At refineries they are divided into

fractions with separate extraction of propane, ethane and other gases. Propane and
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butane are the mostly applied gases in various industries. Under high pressure over a
small area they are transferred from the gaseous state to the liquid (liquefied) to
facilitate transport in the tanks. Depending on the purpose of the mixture, the ratio of
the parts of the gases in it can vary. The PBA gas (propane-butane for cars) is used as a
fuel in car engines. Filling with propane-butane is becoming more popular, because for
the car owner it is 50% cheaper than gasoline. But this gas, like gasoline, can be of
different quality. [42]
Table 2.2 shows the leading companies in production and sales in Ukraine.
Table 2.2
The leading companies of LPG in Ukraine

Brand of liquefied petroleum gas Brand image

Shebel LPG Shebel I3
GT Group G ’

GLUSCO & GLusco
Autotrans @:ABTOTPBHI:

0 ssare
Grand Prix Oil o

Shebel LPG 1is a liquefied gas produced by JSC Ukrgazvydobuvannia.
Ukrgazvydobuvannia JSC is the largest gas production company in Ukraine, which is
part of the Naftogaz Group. This company is also the largest domestic producer of
liquefied gas (165 thousand tons or 9.5% of domestic consumption in 2018), production
is carried out at five plants.

The Ukrainian energy company GT Group has been present on the Ukrainian
market since 2006. The group includes a number of companies in the field of energy,
alternative energy and is among the TOP-10 traders of liquefied gas in Ukraine. Since
2017, the company has been supplying only EN589 standard gas to Ukraine.

GLUSCO is a subsidiary of the Swiss GLUSCO Energy S.A. Fuel quality, high
level of customer service, constant improvement of products and services - the basis of

GLUSCO's business.
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Avtotrans Group of Companies has been the operator of providing consumers
with oil products and liquefied gas for over 20 years. He is one of the co-founders of the
Ukrainian Liquefied Gas Association (ULPGA).

The company "GRAND PRIX OIL" has been importing oil products since 2017.
Over the past year, about 180 thousand were delivered to the Ukrainian market. tons of
liquefied gas and 325 thousand tons of diesel fuel. Among the company's customers are
large networks of gas stations, industrial enterprises, traders and others. GRAND PRIX
OIL specializes in the supply of large wholesale consignments of liquefied gas and
diesel fuel by rail.

The top five producers of liquefied petroleum gas include [43]: The most famous
brand - Esso, which is sold worldwide, is known for its high quality fuels.

1)  ExxonMobil (Texas, USA) — one of the world’s largest publicly traded
energy providers and chemical manufacturers, develops and applies next-generation
technologies to help safely and responsibly meet the world’s growing needs for energy
and high-quality chemical products. Worldwide, ExxonMobil markets fuels and
lubricants under four brands: Esso, Exxon, Mobil and ExxonMobil Chemical. The most
famous brand - Esso, which is sold worldwide, is known for its high quality fuels [44].

2) Indian Oil (New Delhi, India) — is India's flagship Maharatna national oil
company with business interests straddling the entire hydrocarbon value chain - from
refining, pipeline transportation & marketing, to exploration & production of crude oil
& gas, petrochemicals, gas marketing, alternative energy sources and globalisation of
downstream operations. It also has global aspirations, fulfilled to an extent by the
formation of subsidiaries in Sri Lanka, Mauritius, the UAE, Sweden, USA and The
Netherlands. It is pursuing diverse business interests with the setting up of over 15 joint
ventures with reputed business partners from India and abroad to explore global
opportunities [45].

3) Royal Dutch Shell (Hague, Netherlands) — commonly known as Shell, is an
British-Dutch multinational oil and gas company headquartered in the Netherlands and

incorporated in England. It is one of the oil and gas "supermajors". The volume of oil



36
and gas production available for sale in 2019 amounted to 1,338 million barrels of oil
equivalent or 3,665 thousand barrels of oil equivalent per day [46].

4) Saudi Arabian Oil Company (Dhahran, Saudi Arabia) — is a Saudi Arabian
multinational petroleum and natural gas company. To date, the company has developed
a Master Gas System project(MGS). MGS was one of the biggest energy projects in
Aramco’s history, enabling one of the world’s largest gas markets and transforming the
national energy mix toward clean fuel [47].

5) The Linde Group — is an American-German, Irish-domiciled multinational
chemical company. It is the largest industrial gas company by market share and
revenue. The company is a member of the Hydrogen Council, a group of companies
investing in hydrogen vehicles. Linde is a leding global industrial gases and engineering
company with 2019 sales of $28 billion. [48].

The assortment of liquefied petroleum gas includes propane and butane. The
following brands of LPG are used as automobile fuel: propane automobile, propane-
butane automobile because of their good properties. The largest companies for the
production of liquefied petroleum gas are ExxonMobil, Indian Oil, Royal Dutch Shell,
Saudi Arabian Oil Company, The Linde Group.

2.3. Identification expertise of liquefied petroleum gas during the import in
Ukraine

From February 1 2017, a new DSTU EN 589:2017 "Automotive fuel. Liquefied
petroleum gas" [21] replaced GOST 27587-87 "Hydrocarbon gases for road transport".

According to the new DSTU [21], requirements for liquefied petroleum gas are
set in Ukraine. It should not exceed 50 ppm, the amount of free water decreases at a
temperature of 0 °C, the amount of unsaturated hydrocarbons decreases, as well as
corrosion of the copper plate, etc. The ratio of propane to butane will be determined by

the vapor pressure in the mixture.
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Today, importers develop and implement technical conditions for mixing and
production of their own gas, the quality characteristics of which should not be lower
than the requirements of DSTU EN 589 [21].

However, the main problem for the market is the lack of accredited laboratories
for sampling to determine the quality of liquefied petroleum gas in accordance with EN
589 standards. Today there are only 5 of them.

The presence of additional impurities makes the propane-butane mixture
unacceptable and increasingly dangerous, namely:

» unsaturated hydrocarbons (alkenes and alkadienes);

» liquid residue (a substance that remains after evaporation of LNG at a
temperature of 200 ° C);

» moisture (so-called bottom water);

» hydrogen sulfide and mercaptan sulfur.

Water content. During the visual inspection, the automobile liquefied
hydrocarbon gases at 0 © C and excessive vapor pressure must not contain water. To
improve the performance of liquefied hydrocarbon gases, it is allowed to add methanol
in an amount of up to 2000 mg / kg. Addition of other antifreezes is not allowed.

Table 2.3 contains the basic requirements for liquid petroleum gas in accordance

with the Technical Regulations [22].

Table 2.3
Basic requirements for liquid petroleum gases
Name of indicator Unit of measure ; ntibalor el
min max

Motor Octane number (MON) 89
Total content of dienes (including 1,3- o

: % 0,5
butadiene)
Hydrogen sulfide content nothing
Total sulfur content (after odorization) mg/kg 50
Copper plate corrosion (1 hour at 40°C) | Class on a scale Class 1
Residue after evaporation mg/kg 60
Saturated vapor pressure, excess at 40°C kPa 1550

Unpleasant and characteristic at
Smell concentration in air 20% of the lower
flammability limit
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Unsaturated hydrocarbons reduce the octane number and saturated vapor pressure
of the mixture, thereby impairing fuel performance. The octane number of the propane-
butane mixture according to DSTU EN 589 [21] must be at least 89.0. Moreover, it
depends on the percentage of fuel components.

The liquid residue is a by-product of liquefied petroleum gas production,
primarily clogging the fuel tank. Carbon deposits are formed on the intake valves and
the gas injectors become clogged, when burning the liquid residue in the engine. That
can lead to a malfunction of the car. Therefore, the less such "garbage" in the fuel, the
better for the engine and gas installation. According to DSTU 4047-2001, the volume
fraction of liquid residue should not exceed 1,6% of the propane-butane mixture and
0,7% for technical propane. According to DSTU EN 589 [21], the share of liquid
residue in automotive fuel should not exceed 0,006 < 0,01%.

Sulfur and sulfur compounds in the fuel lead to the following negative impact:

. release of toxic gases during combustion;

. damage to metal and catalysts in the engine and fuel cells, because the
combustion of these components in the engine produces sulfur and sulfur dioxide,
which when interacting with water are converted into sulfur and sulfuric acid;

. deposition of sulfur in the fuel equipment, which leads to a narrowing of
the cross sections of the flow of pipelines and the destruction of the rubber components
of the fuel system of the car.

It is impossible to avoid the presence of sulfur compounds due to the technology
of transportation of liquid petroleum gas (1.6 MPa on the working pressure in the
cylinders) and safety, namely odorization (addition of sulfur compounds) in order to
obtain gasoline odor, which will signal the consumer about its leakage. However,
according to DSTU EN 589, the amount of such compounds after odorization should
not exceed 50 mg/kg of product. According to DSTU 4047-2001 the limit value is
130mg/kg, and according to GOST 27578-87 100 mg/kg.
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Moisture. According to the standards, there should be no moisture or commercial
water, because when burning fuel, it contributes to the formation of sulfuric and sulfuric
acids from sulfur compounds, and thus leads to the destruction of the car engine.

Overflow. The rules forbid filling the gas cylinder to 100% of the volume — for
the vapor fraction of propane-butane it is necessary to leave free 15% of the tank. But in
order to sell more gas to the customer (at least at the meter), unscrupulous workers
break the rule by injecting more gas into the car's tank — contrary to the shut-off valve
that worked. It's just dangerous.

Another important indicator of the quality of autogas is seasonality. In winter and
summer, the ratio of the main ingredients - propane and butane - must change. In
summer it is approximately 40:60 (propane to butane), in winter, on the contrary -
60:40. Changing the ratio according to the season is essential for the best performance
of the vehicle. In the winter period of operation, there should be more propane in the
gas than butane - this improves the starting and operation of the engine.

The criteria, methods and means of identification expert examination were
developed and defined to carry out the identification expert examination of liquid
petroleum gas, using analytical, organoleptic and instrumental research methods (table
2.4).

Table 2.4
Criteria, methods and means of identification expert examination of liquid

petroleum gas

Criteria Methods Means
Appearance, color Organoleptic, Goods, regulations, labeling
Smell Organoleptic Goods, DSTU EN589: 2017 [5]
Etane content, % Instrumental
Propane content, % Instrumental
I-butane content, % Instrumental
N-butane content, % Instrumental Gordgs GOFIWTIZEYH]
I-pentane content, % Instrumental
1,3-butadiene content, % Instrumental
Vapour pressure, gauge at 20° G amenty Goods, DSTU EN ISO 8973-2013 [43];
S, GOST 28656:90 [42]
Goods, DSTU EN ISO 8973-2013
Instrumental [43];

Density 15° C, kg/m® GOST 28656:90 [42]
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Goods were received for customs clearance — liquefied petroleum hydrocarbon
gas with a mass fraction of components: ethane - 0.60%; propene - 1.31%; propane -
15.88%; 1-butane - 14.12%; n-butane - 30.15%:; butene - 1-14.91%; transbutene - 2-
22.67%; i-pentane - 0.36%; gutin at 15° C - 572,862 kg / m which imported to Ukraine
from Switzerland according to the previous customs declaration.

During the customs clearance of goods moving across the customs border of
Ukraine in the import regime, was established the absence of a document confirming
the country of origin of goods. Thus, the ASAUR risk system worked, the intermediate
customs declaration Ne UA903040/2020/023876 (Annex G) was filled in. In accordance
with DSTU [34], samples were taken and sent to the Specialized Laboratory of Expert
Examination and Research.

A sample of liquefied gas was examined that entered the customs laboratory on
the basis of the operation of ASAUR 905-3, in order to identify and establish
compliance with the declared in the customs declaration characteristics of the goods,
determining its further classification according to UCGFEA, and verify the accuracy of
declaring import volumes. by checking the density at temperature 15°C.

For the research, the sample was received in the form of a clear colorless liquid
with a specific odor, which was contained in two metal containers under pressure,
containing about 1 liter. For further research, only one sample was used, and the other
was left as a control. At first sample was researched to determine the hydrocarbon
composition using a gas chromatograph Chromatec Crystal 5000.1 Ne051609. This
research was conducted according to the following algorithm. To begin with, we opened
a gas cylinder with a prototype and turned on a gas chromatograph. Using the
Chromatek-Analyst software, start the "Gas" mode. Was waited for the appropriate
mode of the chromatograph and with the help of a tap-dispenser entered the test sample
into the chromatograph for analysis and pressed the "Start" button on the chromatograph
panel. When filling in the chromatograph passport in the program "Chromatek-Analyst"
be sure to make a mark "Quantitative analysis". After all the identified components

were recorded on the chromatograph, we stopped the analysis by pressing the "Stop"
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button. To identify the components, choose the calculation method "Calculate by
method" and select "Method". The chromatograph was calculated and the results of the
analysis were printed out. If necessary, the analysis can be repeated by varying the
number of components, but we did only once.

For further examination we needed to determine the density using a gas
chromatograph Chromatec Crystal 5000.1 Ne051609 and calculate it by the calculation
method using the appropriate GOST 10679-76 [49].

The density is calculated from the component composition determined by the
chromatographic method we performed and the density of the individual hydrocarbons
that make up the liquefied gases at a given temperature. The density of individual
hydrocarbons in the liquid state depending on temperature. The density at a given
temperature is calculated using the tabular values of the Standard [49] density of the
corresponding temperatures close to this.

The research was conducted based on developed criteria, methods and means of
identification of liquefied petroleum gas. The results of the identification expert

examination are shown in table 2.5.

Table 2.5

Results of identification expert examination of samples

Indicators of the goods according to the
Parametr ‘ ‘ Results
provided quality passport
Etane content, % 0,6
Propene content, % 1,31
Propane content, % 15,88
Mass fraction of components in%: the sum
I-butane content, % 14,12
of methane, ethane and ethylene 0,94;
N-butane content, % . 30,15
propane and propilen 54,01; butanes 1,99.
Buten - 1 content, % ) 14,91
Density at 15 °C 543 kg / m?
Transbuten - 2 content, % 22,67
[-pentane content, % 0,36
Density 15° C, kg/m? 572,862
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After the examination, SLEER gave the conclusion (Annex F), where it was
stated that the results of research of the percentage of components of the sample of the
product do not agree with the relevant indicators specified in box 31 of the MD from
01.08.2020 Ne UA903040/2020/023876 (Annex G). Only  density does not
correspond to the declared data, however this indicator does not influence the UCG
FEA code and the subsequent change of customs cost therefore at the conclusion the
broker having changed only data in box31 and has submitted to the previous declaration
the final declaration MD-2 Ne UA903040/2020/023876.

The liquefied petroleum gas was sent for identification examination to a
specialized laboratory for examination and research of the State Customs Service. The
hydrocarbon composition of the sample was determined and the density was determined
by the calculation method. According to the results of the research, the sample of the
product was identified as a mixture of liquefied hydrocarbon gases. The results of
research on the percentage of components of our product is not consistent with the
relevant indicators specified in  box 31 MD-2 from 01.08.2020 Ne
UA903040/2020/023876. Namely, the density indicators differ, but this does not change
the UCG FEA code.
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CHAPTER 3
CUSTOMS CLEARANCE OF LIQUEFIED PETROLEUM GAS IMPORT

3.1 Customs valuation and customs taxation of liquefied petroleum gas
import

According to Article 270 CCU [25] the rules of taxation of goods moving across
the customs border of Ukraine, customs duties, in addition to special types of duties, are
established by CCU and international agreements, the binding nature of which is
approved by the Verkhovna Rada of Ukraine.

According to Article 49 CCU [25] the customs value of goods moving across the
customs border of Ukraine is the value of goods used for customs purposes, which is
based on the price actually paid or payable for these goods. The customs value of goods
moving across the customs border of Ukraine is determined by the declarant. The

customs value is calculated according to formula (3.1).

Customs value = (Invoice value + Transportation costs) - Exchange rate  (3.1)

According to invoice Ne58-2-5 / 2020 (Annex C), the total cost of liquefied
petroleum gas imported into Ukraine is 6500 EUR (box 42 MD). The condition of
delivery is FCA (box 20 MD). Terms of delivery according to the delivery contract
FCA - Mogilev. According to Incoterms 2020 FCA “Free Carrier”. The terms of
delivery of FCA Incoterms 2020 impose on the seller the obligations to load the goods
onto the transport at the agreed place of departure and to carry out export customs
procedures for exporting the goods with payment of export duties and other fees, but the
seller is not obliged to fulfill customs formalities for the import of goods, pay import
customs duties or carry out other import customs procedures upon import.

According to the transport costs certificate (Annex J), the cost of transporting
liquefied petroleum gas is 200 EUR. According to the exchange rate of the National

Bank of Ukraine on the day of registration of the customs declaration 1 EUR cost
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27.6798 UAH, so the invoice value in the currency of Ukraine is 185454.66 UAH.
Given that in our case, according to the terms of delivery FCA invoice value is equal to
the customs value, as indicated in box 45 "Adjustment" and box 12 "Value information"
MD-2 and is 185454.66 UAH (because no additional costs were confirmed, not
included in the invoice value of liquefied petroleum gas).

However, as the risk system worked during customs clearance, it was decided to
adjust the customs value by the second method, as evidenced by box 43 with the
number 2. The decision to adjust the declared customs value of goods imported into the
customs territory of Ukraine with placement in the customs regime of import, is made
by the body of revenues and fees in writing during the control of the correctness of the
customs value of goods. The inspector provided a relevant certificate (Annex K) on the
increase in customs value in the second way. That is the basis for determining the
customs value at the price of identical and / or similar goods is the value of the
transaction with these goods. That is when determining the customs value by the second
or third methods, only information on identical or similar (similar) goods, respectively,
the customs value of which is determined by the main method [49]. The customs value
was increased from 185,454.66 UAH to 215,902.44 UAH (box 12, 45 MD).

As of October 22, 2020 (date of completion of customs clearance) the following
customs payments were subject to payment for the import of liquefied petroleum gas to
Ukraine in box 47 MD of the Customs Code: import duty, special duty, excise tax,
VAT.

Import duties for liquefied petroleum gas on MD are calculated at rates in
accordance with the Customs Tariff of Ukraine. Import duty rates are provided by the
law "On customs tariff", which is based on UCGFEA. In order to determine the rates it
is necessary to classify liquefied gas. According to the Ukrainian Classification of
Goods for Foreign Economic Activity (UCGFEA) liquefied petroleum gas is classified
in heading 2711 (Table 3.1).
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Table 3.1

Classification of liquid petroleum gases according to the UCGFEA

Commodity Description Duty rates, %
code Full Privileged
2711 | Petroleum gases and other gaseous hydrocarbons:
- liquefied:
2711 11 00 00 | - - natural gas 0 0
2711 12 - - propane: 0 0
- - - propane of a purity of not less than 99 % :
2711 1211 00 | - - - - for use as a power or heating fuel 0 0
2711121900 | - - - - or other purposes 0 0
- - - other:
27111291 00 | - - - - for undergoing a specific process 0 0
- - - - for undergoing chemical transformation by a process
2711 1293 00 | other than those specified in respect of subheading 2711 12
91 0 0
- - - - for other purposes
271113 - - butanes: 0 0
2711 131000 | - - - for undergoing a specific process 0 0
- - - for undergoing chemical transformation by a process
2711 1330 00 | other than those specified in respect of subheading 2711 13
10 0 0
2711139 - - - for other purposes: 0 0
2711 1391 00 | - - - - of a purity exceeding 90 % but of less than 95 % 0 0
2711139700 | - - - - other 0 0
2711 14 00 00 | - - ethylene, propylene, butylene and butadiene 0 0
2711190000 | -- other 0 0

According to the Law of Ukraine "On the Customs Tariff of Ukraine" [27] for
liquefied petroleum gas (code UCG FEA - 27111397 (box 33 MD)), imported by our
analyzed MD Ne UA903040/2020/035158 apply the full rate of import duty, which is -

0%.

According to the resolution of the Cabinet of Ministers of Ukraine Ne 624 [33] of

July 24, 2019 liquefied petroleum gases imported from the Russian Federation or not

certified by the country of origin are subject to a special duty of 3%.

According to Article 215 of the Tax Code of Ukraine, liquefied petroleum gas is

in the group of excisable goods. Therefore, it is subject to mandatory excise tax under

the code UCG FEA - 27111397 and 1s 52 EUR per 1000 liters.
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Value added tax on liquefied petroleum gas imported into Ukraine by economic

entities is 20%. VAT is calculated by formula (3.2). The basis for VAT is the customs

value of 215,902.44 UAH, increased by the amount of special duty of 6,477.07 UAH

and excise tax of 62,784.65 UAH, the data on which are indicated in box 47 of MD-2
(Annex A).

VAT = (Customs value + Import duty + Excise + Special duty) - 20% (3.2)

Data on the calculation of customs duties is entered in box 47 of the MD (table
A2,
Table 3.2
Calculation of customs duties for liquefied petroleum gas according to MD

Ne UA903040 /2020/035158

Type c]e?li?lllsatfioorn Rate Amount
020 215902.,44 0% 0,00
030 215902,44 3% 6477,07
092 36,832 52 EUR 62784,65
028 285164,16 20% 57032,83

Analysis of accrual of customs duties on liquefied petroleum gas imported to
Ukraine under MD Ne UA903040 / 2020/035158 showed that import duty is charged at
the full rate of duty 0%, special duty - 3% and is 6477.07 UAH, excise tax - 52 EUR per
1000 liters and 1s 62784.65 UAH, and the amount of value added tax 1s 57032.83 UAH
(box 47 MD-2). The total amount of customs payments was 125,294.55 UAH, which

were transferred to the state budget.

3.2 Determination country of origin of liquefied petroleum gas
According to Article 43 of the Customs Code of Ukraine, documents confirming
the country of origin of goods are a certificate of origin, certified declaration of origin,

declaration of origin, certificate of regional name of the goods. [25]
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The country of origin of the goods is considered to be the country in which the
goods were fully manufactured or counterfeited by a sufficient processor in accordance
with the criteria established by CCU.

In case of movement of goods across the customs border of Ukraine, the country
of origin of the goods must be declared to the customs authority by indicating in the
customs declaration the name of the country of origin and information about the
certificate of origin if required by laws of Ukraine and international treaties of Ukraine.
which is provided by the Verkhovna Rada of Ukraine — as in our case.

According to Resolution cabinet of Ministers of Ukraine Ne 624 of July 17, 2019
[33], in case of impossibility to reliably establish the country of origin of liquefied
petroleum gases, to which a special duty is applied, such goods are released for free
circulation in the customs territory of Ukraine subject to payment of a special duty at
the rates specified. Special duty for liquefied petroleum gas from October 1, 2019 is
3%. Also, such goods are sent for identification examination, which is described in
paragraph 2.3.

Accordingly, in the customs declaration can be traced in box 47 MD of the
accrual of this payment in the amount of 3%. That is, in our case, given that the basis
for accrual of 215902.44 UAH, the amount of special duty is 6477.07 UAH.

In the absence of a document certifying the country of origin in box 16 remains
blank. Box 34 "Country of origin code" - if the country of origin is unknown, the box
indicates "00".

An agreement has been signed with Belarus and other CIS countries, which sets
out rules for determining the country of origin of goods. For the purposes of
determining the country of origin of the goods, made in a state party to the Agreement,
may be applied cumulative principle, which determines the origin of a product during
its sequential processing (processing). A document of the ST-1 form is used to confirm
the country of origin. The certificate of the ST-1 form is issued and issued for one batch

of goods. [53]
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In cases where a certificate of origin is available, in the MD in box 16 "Country
of origin" is filled in the country that is the country of origin of the goods and confirmed
by the relevant certificate.

In box 34 "Country of origin code" in the left subsection "a" of the box is
indicated according to the classification of countries of the world letter code alpha-2 of
the country of origin of the goods described in box 31 MD and classified according to
UCG FEA in box 33 MD. [24]

If the submitted documents do not indicate the specific country of origin of the
goods, but contain information about the origin of the goods from the countries of the
European Community, the box indicates "EU".

If the documents indicate the countries of origin of goods belonging to the
European Community, but the legislation does not provide for the need to determine the
specific country of origin of goods, the code "EU" is allowed.

Therefore, the special duty is levied only in the absence of a certificate of origin
or if the country of origin is the Russian Federation.

A certificate of origin is mandatory for liquefied petroleum gas. In case of its
absence at customs registration samples of the goods are taken and sent for
identification examination in SLEER for confirmation of characteristics defining for
classification of the goods according to UCG FEA. A duty of 3% of the customs value

of the goods is also imposed, in our case it amounted to UAH 6,477.07.

3.3 Analysis of customs clearance of liquefied petroleum gas import
according to the customs declaration

According to Article 246 of the Customs Code of Ukraine, customs clearance is
carried out to ensure compliance with the procedure established by the legislation of
Ukraine for the movement of goods, commercial vehicles across the customs border of
Ukraine, as well as statistical accounting of imports into the customs territory of

Ukraine, export and transit through its territory goods. When importing liquefied
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petroleum gas in the import mode, customs control begins from the moment of its
presentation for customs clearance and declaration in the prescribed manner. [25]

Liquefied petroleum gas is under customs control from the moment of its
beginning until the end of customs clearance in accordance with the declared customs
regime. [52]

For customs clearance of goods Declarant Andreeva Y.P. submits to the customs
checkpoint MD, filled in according to the customs regime of import, an invoice or other
document that determines the value of the goods.

Table 3.3 shows the documents that were submitted together with the MD and
entered in box 44 of the MD-2 Noe UA903040/2020/023671 from 31.07.2020.

Table 3.3
Documents submitted to the customs control of LPG
Document Document Document
Document name Annex
code number date
0380 58-2-5/2020 31.07.2020 Invoice C
0730 104925 30.07.2020 Road consignment note (CMR) D
3007 01/07/20 01.07.2020 Document confirming the cost of J
transportation of goods
58-Slavbel/19- Foreign trade agreement (contract)

{& 06/2020 159862020 of purchase and sale of goods E
4103 JomaTkoBa 01.07.2020 Addendum to a foreign trade L

yroaa Ne2 agreement (contract)

[Tacniopt .
9000 No02386 30.07.2020 Product quality passport I

Registration of MD Ne UA903040/2020/023671 from 31.07.2020, an electronic
copy of which is entered into the ASMO using the information terminal, is carried out
within a period not exceeding 1 hour from the time of its introduction into the ASMO.
The official of the customs clearance point for the execution of customs formalities
under the relevant MD Ne UA903040/2020/023671 from 31.07.2020 1s appointed in the
automatic mode of the ASMO in the order of receipt of the MD for customs clearance.

The official of the customs clearance point for the execution of customs
formalities under the relevant MD No UA903040/2020/023671 from 31.07.2020 1is
appointed in the automatic mode of the ASMO in the order of receipt of the MD for
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customs clearance. Information about the official of the customs clearance point,
appointed to perform customs formalities under the relevant MD is indicated in box D /
J, namely the number of the personal number stamp, in our case it is the person with the
stamp number 15/903.

Paper copy of the MD No UA903040/2020/023671 from 31.07.2020 and other
documents (Table 3.3) to the official of the customs clearance point, designed to
perform customs formalities under the MD Ne UA903040/2020/023671 from
31.07.2020.

During the execution of customs formalities on the Electronic MD of the
Declarant by means of ASMO information on

v receipt by the customs authority E MD as part of an electronic message
certified by the electronic digital signature of the Declarant;

v’ the result of the format-logical control of the correctness of filling in the
graph E MD;

v entry of E MD in the UAIS of the customs authorities of Ukraine;

v’ registration number assigned to EMD;

v’ completion of customs clearance of goods under EMD.

Then the customs declaration is registered by assigning the MD registration
number using ASMO and entering it in the prescribed manner in box A MD on paper
form MD-2 Noe UA903040/2020/023671 from 31.07.2020, the upper right corner of the
additions form MD-6 — UA 903040/2020/023671 number is entered in box A MD-2,
according to this number we can say that according to the classifier of territorial
customs authorities and their structural units, MD was submitted to Customs Clearance
Division "Korosten", Customs Post "Tsentralnyi".

Then the customs declaration is checked. Checking the availability of invoices or
other documents submitted together with the MD, which determines the value of the
goods. Checking with the help of software the correctness of filling in the MD in
accordance with the requirements established by the legislation on state customs.

Then put in the MD in accordance with the procedure for filling out customs

declarations on the form EAD stamp under customs control in box D / J - Ne 15903
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from 03.08.2020 each sheet of the form MD-2, at the bottom of the additions to the
form MD-6.

The customs declaration is made out and the following customs formalities are
executed: checking compliance with the deadlines for submission of MD Neo
UA903040/2020/023671 from 31.07.2020; checking the presence of marks on the
completion of the movement of goods; control of comparison (automated comparison)
of data contained in the EMD, and other documents submitted for customs clearance, in
particular:

» comparison of details of the authorized bank specified in box 28 of the
MD, with the data contained in the list of authorized banks of Ukraine in the UAIS of
the customs authorities of Ukraine — PJSC AP "Ukrgasbank", USREOU code:
23697280;

» comparison of the exchange rate of Ukraine to foreign currency, specified
in box 23 of the MD, with the official exchange rate of Ukraine to foreign currency, in
which the invoices and information about which are indicated in the left section of box
22 of the MD, on the day of submission of MD for registration — 1 UAH = 27,6798
USD.

» comparison of information on accrual of customs and other payments, as
well as on the application of measures to guarantee their payment with the information
contained in electronic guarantee documents issued by guarantors and placed in the
UAIS customs authorities of Ukraine, and with information on the availability and
amount of advance payments (prepayment) , deposited by the taxpayer on accounts
opened in the name of the customs authority, as a preliminary cash security for future
customs payments — on the accrual of customs duties is described in paragraph 3.1.

Control using a risk management system, including risk assessment for MD by
analysis of EMD using ASAUR:

v" Checking the correct classification of goods — according box 33: 27111397

v Checking the correctness of determining the country of origin of goods —

the certificate is absent;
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v' Verification of compliance with non-tariff regulation measures established
for declared goods (absence of prohibitions on movement or placement of declared
goods in the relevant customs regime; availability of relevant documents, availability of
information on relevant documents or information on marks in accompanying
documents);

v Checking the availability of declared goods in the customs register of
intellectual property rights;

v" Checking the correctness of the application of tax benefits;

v Checking the correctness of determining the customs value of goods —
according box 12, 45 MD Ne UA903040/2020/023671 from 31.07.2020 — 185454,66
UAH.

Then there was a suspension of customs clearance due to the operation of the risk
system ASAUR for two reasons: 905-3 — sampling of goods for research to establish the
characteristics that determine the classification of goods according to UCG FEA and
105-2 — control of the correctness of customs valuation of goods.

According to the results of ASAUR operation, samples of goods were taken and
sent to SLEER. As for the customs value, it was adjusted and calculated by the second
method, as evidenced by box 43. A decision was also made to raise the customs value
(Annex K) by the second method. The basis for determining the customs value at the
price of identical and / or similar goods is the value of the transaction with these goods.
That is when determining the customs value by the second or third methods, only
information on identical or similar (similar) goods, respectively, the customs value of
which is determined by the main method. Details of determining the customs value and
its adjustment are described in paragraph 3.1. At this time, the temporary MD
NeUA903040/2020/023876 was filled in (Annex G).

Next i1s the customs inspection of the declared goods may be carried out by
officials of the customs authority during the completion of customs formalities. Based
on the results of the customs inspection in the cases established by the legislation of
Ukraine on state customs affairs, the Act of inspection of the established form is drawn

up. This completes the customs formalities under the customs declaration.
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Upon completion of customs clearance, officials of the customs clearance point
perform the following customs formalities:

e Verification of information on the implementation of the basic formalities
generated by the results of risk assessment for MD using a risk management system,
including with the help of ASAUR;

e Checking the correctness of the increase in customs and other payments,
the correctness of filling in box 47 and B of the MD NeUA903040/2020/023876, control
and registration of promissory notes;

e C(ollection of customs and other payments for MD
NeUA903040/2020/023876 (Annex G).

Customs  clearance is  completed by affixing in the MD
NeUA903040/2020/023876 in accordance with the procedure for filling out customs
declarations on the SAD form the imprint of the personal number stamp of the official
of the customs clearance point — IIMK 15/903 03.08.2020, OHII 15/903 03.08.2020,
who completed customs clearance, in box D / J of each sheet of form MD-2
NeUA903040/2020/023876, at  the bottom, additions to form MD-6
NeUA903040/2020/023876 (Annex H).

In this case, the Declarant Andreeva Y.P. is sent to the appropriate e-mail address
by the ASMO in the automated mode, certified by the electronic digital signature of the
official of the customs authority, with information about the release of goods under the
previous MD without presenting them to the customs authority.

After receiving the results of the identification examination, the declarant entered
the correct data in box 31 in accordance with the conclusion Ne 1420003101-0176
(Annex F) and submitted the final MD Ne UA903040/2020/035158 to the temporary
MD NeUA903040/2020/023876.

Thus, the customs clearance of liquefied hydrocarbon gas with a mass fraction of
components: ethane - 0.60%; propene - 1.31%; propane - 15.88%; i-butane - 14.12%; n-
butane - 30.15%; butene - 1-14.91%; transbutene - 2-22.67%:; 1-pentane - 0.36%; gutin
at 15° C - 572,862 kg / m. Quantity in 1000 I at 15° - 36,832 imported into Ukraine
from Belarus in accordance with MD NeUA903040/2020/023689 from 01.08.2020 was
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carried out, provided for the implementation of such basic customs formalities as the
preparation of the declarant Andreeva Y. P. the necessary package of documents for
customs clearance, declaration of goods under the customs declaration form MD-2,
determination and control of the correctness of the customs value, verification of the
correctness of the calculation of customs duties by the official and other customs
formalities that were performed. In the process of customs clearance, two violations
were recorded with the help of the ASAUR risk system and a decision was made to
increase the customs value of the goods and conduct an identification examination in
the SLEER. A temporary MD-2 Ne UA903040/2020/023876 was drawn up for the
release of goods to the destination, and after receiving the examination conclusion No
1420003101-0176, the final MD-2 Ne UA903040/2020/035158 was filled in for the

temporary one.
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CONCLUSIONS AND RECOMMENDATIONS

The analysis of the liquefied gas international market showed that every year this
product becomes more popular and in demand due to its economic, environmental and
physico-chemical characteristics. Over the past 6 years, the amount of butane imported
to Ukraine has increased almost 3 times, from 86.9 million dollars USA to 252.6 million
dollars USA. Instead, the number of propane imports increased more than one and a
half times, from 204.6 million dollars USA to 361.1 million dollars USA. In 2019,
Russia is the undisputed leader and exported to Ukraine liquefied petroleum gas
propane by 217,406.3 thousand dollars USA, followed by Kazakhstan - 89,352.2
thousand dollars USA, the number of imports from which over the past 6 years has
increased more than two and a half times. And the largest exporter of butane to Ukraine
is Belarus, which in 2019 brought to Ukraine liquefied petroleum gas by 130956.8
thousand dollars USA and in terms of volume ahead of the Russian Federation with a
rate of 54297.9 thousand dollars USA almost two and a half times. The largest exporter
of propane in the world in 2019 is the United States, which produces 66,8%, its more
than half of all propane.

There are many organizations and laboratories in the world for the analysis and
examination of liquefied petroleum gas. The most famous and widespread network of
laboratories 1s Bureau Veritas, which is located in many cities and on all continents of
our world. In Europe, Liquid Gas Europe’s technical coordination group and the
Autogas Coordination group, which focuses on automobile liquefied gas expertise, have
been set up to examine liquefied petroleum gas. Among the American standards, the
most famous is the GPA Standard 2140, which includes various approaches to the
examination of liquefied petroleum gas used around the world. Such approaches include
test Method for Gage Vapor Pressure of Liquefied Petroleum Gases, Test Method for
Density or Relative Density of Light Hydrocarbons by Pressure Thermohydrometer,
Test Method for Volatility of Liquefied Petroleum Gases, Test Method for Copper Strip
Corrosion by Liquefied Petroleum Gases, Test Method for Residues in Liquefied
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Petroleum Gases, Standard Test Method for Analysis of Liquefied Petroleum Gases and
Propene Concentrates by Gas Chromatography, Standard Test Method for Dryness of
Propane (Valve Freeze Method) and Standard Test Method for Sulfur in Liquefied
Petroleum Gases (Oxy-Hydrogen Burneror Lamp).

The analysis of the legislation showed that the customs clearance of liquefied gas
takes place in the general order. The main documents are used as for other goods, but
for liquefied gas there is a special special regulatory framework. Since LPG belongs to
the group of excisable goods, Article 215 of the Tax Code of Ukraine determines the
rate of excise tax, in our case according to the code UCG FEA - 2711139700 the rate of
excise tax for liquefied petroleum gas is 50 EUR per 1000 liters. Ukraine has also
signed relevant agreements on free trade in liquefied petroleum gas, which set an import
duty rate of 0% with countries such as EFTA, European Union, Canada, CIS countries,
the Republic of Georgia and the Republic of Macedonia. Ukraine has also signed a
resolution of the Cabinet of Ministers of Ukraine according to which liquefied
petroleum gas imported from the Russian Federation or in the absence of a certificate of
country of origin is subject to a special duty of 3%.

Based on the plan, a scheme of this study was created, where each stage can be
traced. There are also a number of methods and tools for quantifying liquefied
petroleum gas. There are mainly two methods of laboratory examination on a gas
chromatograph: determination of the quantitative composition and determination of the
density by the calculation method.

The assortment of liquefied petroleum gas includes propane and butane. The
following brands of LPG are used as automobile fuel: propane automobile, propane-
butane automobile because of their good properties. The largest companies for the
production of liquefied petroleum gas are ExxonMobil, Indian Oil, Royal Dutch Shell,
Saudi Arabian Oil Company, The Linde Group.

The liquefied petroleum gas was sent for identification examination to a
specialized laboratory for examination and research of the State Customs Service. The
hydrocarbon composition of the sample was determined and the density was determined

by the calculation method. According to the results of the research, the sample of the
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product was identified as a mixture of liquefied hydrocarbon gases. The results of
research on the percentage of components of our product is not consistent with the
relevant  indicators specified in  box 31 MD-2 from 01.08.2020 Ne
UA903040/2020/023876. Namely, the density indicators differ, but this does not change
the UCG FEA code.

Analysis of accrual of customs duties on liquefied petroleum gas imported to
Ukraine under MD Ne UA903040 / 2020/035158 showed that import duty is charged at
the full rate of duty 0%, special duty - 3% and is 6477.07 UAH, excise tax - 52 EUR per
1000 liters and 1s 62784.65 UAH, and the amount of value added tax 1s 57032.83 UAH
(box 47 MD-2). The total amount of customs payments was 125,294.55 UAH, which
were transferred to the state budget.

A certificate of origin is mandatory for liquefied petroleum gas. In case of its
absence at customs registration samples of the goods are taken and sent for
identification examination in SLEER for confirmation of characteristics defining for
classification of the goods according to UCG FEA. A duty of 3% of the customs value
of the goods is also imposed, in our case it amounted to UAH 6,477.07.

Thus, the customs clearance of liquefied hydrocarbon gas with a mass fraction of
components: ethane - 0.60%; propene - 1.31%; propane - 15.88%; i-butane - 14.12%; n-
butane - 30.15%; butene - 1-14.91%; transbutene - 2-22.67%; 1-pentane - 0.36%; gutin
at 15° C - 572,862 kg / m. Quantity in 1000 1 at 15° - 36,832 imported into Ukraine
from Belarus in accordance with MD NeUA903040/2020/023689 from 01.08.2020 was
carried out, provided for the implementation of such basic customs formalities as the
preparation of the declarant Andreeva Y. P. the necessary package of documents for
customs clearance, declaration of goods under the customs declaration form MD-2,
determination and control of the correctness of the customs value, verification of the
correctness of the calculation of customs duties by the official and other customs
formalities that were performed. In the process of customs clearance, two violations
were recorded with the help of the ASAUR risk system and a decision was made to
increase the customs value of the goods and conduct an identification examination in

the SLEER. A temporary MD-2 Ne UA903040/2020/023876 was drawn up for the
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release of goods to the destination, and after receiving the examination conclusion Ne
1420003101-0176, the final MD-2 Ne UA903040/2020/035158 was filled in for the
temporary one.

After conducting research, we can make the following recommendations to the
State Customs Service and the Specialized laboratory of expert examination and
research:

e To expand the production of liquefied hydrocarbon gas in Ukraine so as not
to depend so much on imports;

e To customs officers of the State Customs Service should pay more
attention to customs clearance and customs control of liquefied petroleum
gas when moving across the customs border of Ukraine.

e To the Specialized laboratory of expert examination and research to take
into account and further implementation in practice the developed tools,
criteria and methods of identification examination of liquefied petroleum

gas.
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