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Introduction

INTROduction
For the last ten years, Lavrynovych &
Partners Law Firm has been supporting the leading foreign companies
and investors, sharing our knowledge
and high-level expertise with them.
Now, we are pleased to present the
first edition of the Investor’s Guide.
This guide provides a summary of
the Ukrainian legal system from the
point of view of foreign investors who
are accustom to addressing similar
legal questions prior to deciding
whether to invest in Ukraine.
Taking into account the recent
developments in the economic and
political spheres in Ukraine, we
want to share our knowledge, expertise and our strong belief in the investment potential of this country.
In 2014 the Government of Ukraine
adopted a number of deregulation
ac t s a i me d at i mprov i n g t he
investment climate and reducing
state interference in the operation
of business. Other judicial developments include the enhancement
of a nt i- cor r upt ion reg ulat ion
and reduction in the number of
licenses and permits required to
conduct business, etc. Ukraine has
signed and ratified the EU-Ukraine

Association Agreement providing
for harmonization of the Ukrainian
legislation with that of the EU.
You will find these and many other
interesting details on doing business in Ukraine in our guide. The
material is structured in five general
sections: Ukraine: General Information, Investment Climate, Doing
Business in Ukraine: Regulation,
Industries for Investing and the EUUkraine Association Agreement.
The information included in this
guide is current as of Mar. 18, 2015.
This guide is intended as a basic
overview and does not constitute
definitive legal advice. Although
we endeavour to provide accurate
and timely information, there can
be no guarantee that such information is accurate as of the date
it is received. No one should act
on suc h i n for m at ion w it hout
appropriate professional advice
after a thorough examination of
the particular situation. We will
be happy to provide you, upon
request, with further updates on
the relevant matters or information regarding a specific area or
industry of Ukrainian law in which
you may have a particular interest.
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about the firm
Lavrynovych & Partners Law Firm
serves corporate clients from 30
countries. The Firm was founded
in 2004 and employs more than 50
professionals from Ukraine and the
USA. In our communication with
clients we focus on an individual
approach and provide practical and
clear advice. The Firm’s representative offices in Kyiv, Odessa and
Chicago offer a full range of legal
services following the ‘one-stоp
shop’ principle. With us our clients
can be assured their legal and tax
issues can be resolved.
The services provided by Lavrynovych & Partners are used by wellknown transnational corporations
and financial and industrial groups
of Ukraine, as well as banks, mobile operators and agro-industrial
enterprises. Every year the firm is
recognized by international rankings such as C hambers Global,
Chambers Europe, The Legal 500:
EMEA, IFLR 1000, World Tax, WTR
1000, Best Lawyers, and is one of
Top 10 Ukrainian law firms, according to the Top 50 Ukrainian law
firms’ professional ranking.

Kyiv
41 Saksaganskogo Str.,
Kyiv 01033, Ukraine
Odesa
4 Bazarna Str., office 7,
Odesa 65014, Ukraine
Chicago
8707 Skokie Blvd., of. 305,
Skokie, Illinois 60077, USA
Contacts:
Tel.: +38 (044) 494-27-27
Fax.: +38 (044) 492-99-97
E-mail: office@LP.ua
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Information about Partners

Mak sym L avrynov ych
Managing Partner
PRACTICE AREAS: Competition/Antitrust,
Corporate and M&A, International Trade,
Business Protection
Main industries: Banks & Financial Institutions,
Power Sector, Construction and Real Estate,
Service Sector
work expErience: 19 years
E-mail: M.Lavrynovych@Lp.ua
EXPERIENCE: Having established
Lavrynovych & Partners Law Firm
in 2004, Maksym Lavrynovych has
made the Firm one of the leaders
of the legal market of Ukraine.
Maksym is regarded as a practitioner in litigation, arbitration and
mediation, antitrust and competition, corporate law and foreign investment, protection of investments
and businesses.

Mr. Lavrynovych is recommended
in Corporate and M&A, Dispute resolution and Tax by The Legal 500:
Europe, Middle East & Africa rankings of 2013, 2014 and 2015, and in
Corporate Law by Best Lawyers 2014
guide. According to The Legal 500:
EMEA, Maksym is “good at strategic
thinking”.

Reputable directory World Trademark Review 1000 2015 recommends
Maksym Lavrynovych as one of the
best legal advisers dealing with
intellectual property matters. The
directory states that Maksym “is the
first port of call for trademark issues”.
Education: Master of International
L aw, 19 9 9, Ta ra s Shevc hen ko
National University of Kyiv, Institute of International Relation.

Admitted to bar (2001). Person of the
Year – 2014, nomination “Lawyer of
the Year”. Lawyer of the Year 2011.
Awarded with the Badge of Honor
by the High Council of Justice of
Ukraine (2009).
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Iryna Marushko
Executive Partner
PRACTICE AREAS: Banking and Finance, Capital
Markets, Corporate and M&A, Public Private
Partnership, Taxation, Investment, Privatization
Main industries: Banks & Financial
Institutions, Public Finance, Infrastructure,
Agriculture, ICT, FMCG
work expErience: 18 years
E-mail: I.Marushko@Lp.ua
EXPERIENCE: Iryna has been leading
large-scale and challenging M&A and
Financing & Capital Markets transactions since joining Andersen (Arthur
Andersen) in 1998 and throughout
her career with Lavrynovych & Partners. Iryna many times supported
the entry of foreign businesses into
Ukraine as well as their further operations. Iryna is recommended by
The Legal 500: Europe, Middle East
& Africa rankings of 2013, 2014 and
2015 in Banking, Finance and Capital Markets, Corporate and M&A, IP
and Tax. According to the directory
Iryna Marushko’s advice is ‘always
valuable and appropriate’. Iryna is
recognized as a leading lawyer in
Banking and Finance according to
Chambers Global 2013 & 2014 rankings, Chambers Europe 2013 & 2014,
IFLR 1000 2013, 2014 and 2015. Iryna
has received high honors as “a highly

experienced lawyer, noted for her
expertise in debt capital markets
work.” Clients suggest she offers a
“strong work ethic”, as well as “innovative vision and a creative approach.”
Iryna is recommended as a leading
IP practitioner according to World
Trademark Review 1000 rankings
of 2013 & 2014. The ranking marks
that Iryna is the primary point of contact for brand owners. She is recommended by Best Lawyers guide in
Corporate, Banking and Finance Law.
Education: Master of Laws with

merits, UCL
Admitted to bar (2000). IFA Ukraine
Board Member since 2008.FIDIC
studies completion certificate,
2008. ICC Arbitration Academy. ATC
Certificate of Accountancy, 1999.
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Stanisl av Skrypnyck
Partner
PRACTICE AREAS:

Dispute Resolution, Bankruptcy, Competition,
Corporate and M&A, Mediation
Main industries:

Power, Agribusiness and Food, Telecommunications and IT, Transport, Service Sector
work expErience: 18 years
E-mail: S.Skrypnyck@Lp.ua
EXPERIENCE: Stanislav has extensive
experience in commercial, corporate, land, labor and civil laws, representation of clients in litigation
and in the processes of enforcement,
settlement of commercial disputes
and 2 of creditors in bankruptcy
proceedings.

Stanislav supervised high–level
real estate litigation and dispute
projects. Stanislav actively develops
Firm’s antitrust and competition
practice area.

Stanislav as “a reliable partner with
extensive experience”.Mr.Skrypnyck
has been personally recommended
by IFLR 1000 2015 for Energy and
Infrastructure.
Education: Master of Laws, 1998,
National Pedagogical Dragomanov
University.
Admitted to bar (2005).

Stanislav Skrypnyck is recognized
by The Legal 500: Europe, Middle
East & Africa rankings of 2013,
2014 and 2015 as one of the leading
Ukrainian lawyers in Dispute Resolution. The ranking acknowledges
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Olena Zubchenko
Partner
Practice Areas: Banking and Finance, Capital
Markets, Real Estate and Construction, Land
Law, Environmental Law
Main industries:

Agribusiness, Heavy and Light Industry,
Transport, Infrastructure, Real Estate
work expErience: 10 years
E-mail: O.Zubchenko@Lp.ua
EXPERIENCE: Olena has vast experience in supporting various projects
within the agrarian sector and real
estate. She has participated in a series of complicated projects related
to placement of securities on capital markets, raising of syndicated
loans, export and project financing.

During her working career, Olena
has established her reputation
as a leading expert in real estate,
banking and finance, combining
her legal knowledge with a good
understanding of how business is
done in Ukraine, as well as trade
activities including export and compliance with the WTO’s and EU’s
requirements.

Olena is recommended by The Legal
500: Europe, Middle East & Africa
rankings of 2014 and 2015 in Banking, Finance and Capital Markets.
The guide notes that Olena demonstrates “high expertise, efficiency
and promptness”.
Education: Master of Laws with
honor, 2007, Taras Shevchenko
National University of Kyiv.
Admitted to bar (2011).

11

Information about Partners

Andriy Moroz
Associate Partner
PRACTICE AREAS:

Dispute Resolution, Bankruptcy, M&A, Competition, Litigation and International Arbitration
Main industries:

Power, Telecommunications & IT, Transport,
Retail, Agribusiness
work expErience: 9 years
E-mail: A.Moroz@Lp.ua
EXPERIENCE: Andriy is a qualified and
experienced lawyer in mergers and
acquisitions, including those with
the participation of investment
funds, and in competition and antitrust law. He has significant experience in developing a line of judicial
defense in corporate disputes, exercising remedies, taking advance
measures, and representing Сlients’
interests in the Ukrainian courts of
all levels.

on family, inheritance, employment,
civil law and IP matters.
Education: Master of Laws, 2006,
Vadym Hetman National Economic
University of Kyiv.

Mr. Moroz is the Head of the Central
Legal Clinic, Lavrynovych & Partners’ social project. The Central Legal
Clinic provides free legal assistance
to individuals on a regular basis in
Kyiv. Any individual, who needs
legal advice, can make an appointment and get free legal assistance
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UKR AINE:
GENER AL INFORMATION
1.1. Top 10 Interesting Facts
about Ukraine
Ukraine has the following significant attributes:
- One of the world’s greatest grain
exporters.
In 2013 and 2014, Ukraine exported
32.3 million tonnes of grain, ranking
3rd after the USA at 72.3 million
tonnes and the EU at 38.5 million
tonnes of exported grain.
- A strong European transit country.
Four of the 10 Pan-European transport corridors pass through Ukraine:
•• Corridor III, through Berlin –
Wroclaw – Lviv – Kyiv;
•• Corridor V, linking Trieste and
Lviv via Ljubljana, Budapest and
Uzhhorod;
•• Corridor VII, the Danube inland
waterway;

•• Corridor IX, through Helsinki –
St.Petersburg – Vitebsk – Kyiv
– Odesa – Plovdiv – Bucharest –
Alexandroupolis.
- Its subsoil is rich in unique mineral
resources.
Ukraine has the world’s largest
reser ves of ma nga nese ore,
2.3 billion tonnes (or 11 % of the
world’s reserves). In addition, a large
volume of kaolin (18 % of world
production); iron ore (4 % of world
production); uranium, titanium, zirconium, germanium and graphite (4
% of world production) is produced
in Ukraine.
- Ukraine has a quarter of the
world’s black soil resources, with 44
percent of its territory covered.
- Ukraine is the geographical centre
of Europe.
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The geographical centre of Europe
is situated near the village of Dilove,
located on the Tysa River, close to
the Romanian border, in the region
of Rakhiv in the Transcarpathian
Oblast.
- One of the founders of the United
Nation.
In 1945, a Ukrainian delegation
took an active part in the United
Nations Conference on International
Organization in San Francisco,
making a significant contribution to
the UN Charter and becoming among
the first to sign it.
- Country of great IT opportunities.
Ukraine ranks 4th in the world in
certified IT specialists, ahead of
USA, India and Russia and 13th in
the world in science and technology
development, especially in the IT
sector as referenced in the 2014
“The Good Country Index’’ research.
- Has a strong and well developed
aircraft industry.
Ukraine produces the largest and
most powerful transport aircraft
developed by A ntonov Desig n
Bureau in Kyiv. AN-225 “Mriya” is
the heaviest aircraft in the world
with a maximum take-off weight of

640 tonnes and a maximum payload
of 250 tonnes.
- Had the world’s first Constitution.
Pylyp Orlyk, a Ukrainian Hetman,
was the author of the world’s first
constitution. On Apr. 5, 1710, he
introduced the “Pacts and Constitution
of Rights and Freedoms of the Cossack
Army”. For instance, the Constitution
of the United States was adopted in
1787 and the Constitutions of France
and Poland in 1791.
- Highly developed in the area of
space technology.
Ukraine is one of the leading countries in the world which has highly
developed space technology, and the
capability to realize the continuing
cycles of space projects.

1.2. Geography

and Population

Ukraine is the second largest country
in Europe after Russia and 46th in the
world with a total area of 603,550
sq. km with a coast line of 2,782
km. Ukraine borders with Belarus,
Hungary, Moldova, Poland, Romania,
Russia and Slovakia. Ukraine has
access to the Black Sea and the Azov
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LITHUANIA
RUSSIA

BELARUS
POLAND

RUSSIA

GERMANY

AN SEA

UKRAINE

CZECH REPUBLIC

SLOVAKIA
AUSTRIA

MOLDOVA

HUNGARY

ROMANIA

CROATIA

SEA OF AZOV

BLACK SEA
BOSNIA AND
HERZOGOVINA

ITALY

SERBIA

MONTENEGRO

Sea and this facilitates seaBULGARIA
transport
connections with
Georgia,
Turkey,
MACEDONIA
Bulgaria, Romania and Russia.
Though the Turkish Straits, Ukraine
has global ocean access.

ADRIATIC SEA

KOSOVO

ALBANIA

TYRRHENIAN SEA

IONIAN SEA

The advantageous economic and
geographical position of Ukraine
to neig hb ou r i ng cou nt r ies i n
Western Europe, the Baltic States,
Russia, Belarus, and Moldova, as
well as the countries of the Middle
E a st , Nor t h a nd E a st A frica –
along with a favourable political
climate – can be widely used for
the transit of cargo and passengers
utilizing many types of transport.

Two Ukrainian cities, Kyiv, the capital of Ukraine, and Sevastopol in
Crimea, are granted special status
under the Ukrainian Constitution
in regard to certain administrative
and budgetary matters.
T he popu lat ion of U k r a i ne is
44,291,413 (as of July 2014) and the
country ranks 32th in world population figures. The ethnic composition
of Ukraine consists of the following
ethnic groups (as of July 2014):
Ukrainian, 77.8 %; Russian, 17.3 %;
Belarusian, 0.6 %; Moldovan, 0.5 %;
Crimean Tatar, 0.5 %; Bulgarian,
0.4 %; Hungarian, 0.3 %; Romanian,
0.3 %; Polish, 0.3 %; Jewish, 0.2 %
and other 1.8 %.
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1.3. Administrative-Territorial System
Ukraine is a republic made up of 24
oblasts (regions), the Autonomous
Republic of Crimea, and the cities of
Kyiv and Sevastopol (each of which
has a special status and is deemed
a separate administrative unit).
Every oblast and each of the cities
of Kyiv and Sevastopol is headed by
a governor who is appointed by the
President.

On Mar. 16, 2014, in Crimea & Sevastopol were held referendums on their
status, regarding joining Russia. The
next day, Mar. 17, the Verkhovna Rada
of Crimea declared independence
from Ukraine and asked to join
Russia. Russia recognised Crimea
as a sovereign state and, on Mar. 20,
the Russian Parliament approved
Crimea’s admission to Russia.

The Autonomous Republic of Crimea
is an autonomous republic within
Ukraine, and has its own Verkhovna
Rada (Parliament), a Constitution
(passed by the Verkhovna Rada
of the Autonomous Republic of
Crimea and approved by the Parliament) and government. However, it
remains subordinate to the central
Government of Ukraine. Crimea also
remains subject to the Constitution,
laws and regulations of Ukraine.

Thereferendum,though,wasregarded
as illegitimate by most countries,
including all EU members, the United
States and Canada. Ukraine does not
recognise the results of the referendum, and does not recognise Crimea
either as a sovereign state or as part
of Russia. Ukraine considers Crimea
as an indivisible part of Ukraine
as an autonomous region. Ukraine
considers Crimea under temporary
occupation by Russia.

Chernihiv
Lutsk

ABOUT:

Sumy

Rivne

Kyiv
Zhytomyr

Lviv

Kharkiv

Poltava
Ternopil

Khmelnytskyi
Cherkasy
Vinnytsya

Ivano-Frankivsk

Luhansk
Dnipropetrovsk

Kirovohrad

Uzhhorod
Chernivtsi

Donetsk
Zaporizhya

• 24 OBLASTS REGIONS
• THE AUTONOMOUS
REPUBLIC OF CRIMEA,
• CITIES OF KYIV AND SEVASTOPOL
(each of which has a special status
and is deemed a separate
administrative unit).

Mykolayiv

Kherson
Odesa

Sea of Azov
AUTONOMOUS
REP. OF CRIMEA

Black Sea

Simferopol
Sevastopol
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1.4. Political and
Legal System
1.4.1. Government System
Ukraine is a republic having three
branches of power: legislative,
represented by the Verkhovna Rada
of Ukraine; executive, headed by the
Cabinet of Ministers of Ukraine and
judicial. The President of Ukraine is
the Head of State and acts on behalf
of Ukraine, representing Ukraine
internationally, negotiating and
signing international treaties and
in charge of the country’s foreign
policy.
The Parliament is the only authority
t hat has legislative powers in
Ukraine. The Parliament adopts
laws (which are the highest normative acts in the Ukrainian legislative hierarchy after the Constitution
of Ukraine). The Parliament is a
unicameral body with 450 seats and
with members elected for 5 years.
During the parliamentary elections
a mixed voting system is used, and
seats are determined equally on
the basis of majority voting and
proportional representation. The
minimum electoral threshold at
which a party may gain representation is 5 %.

Parliament also has the following
powers:
•• Appoints to office t he Prime
Minister and members of the
Central Electoral Commission
(upon the submission of candidates by the President) and the
members of the CMU;
•• Appoints the chairperson of the
Anti-Monopoly Committee, the
head of the State Property Fund and
the head of the State Committee on
Television and Radio Broadcasting
(upon the submission of candidates
by the Prime Minister);
•• Appoints to office the head of the
NBU (upon the submission of
candidates by the President) and
one-half of the membership of the
Council of the NBU;
•• Grants consent for the appointment to office or dismissal from
office by the President of the
Prosecutor General;
•• Has the power to make all judicial
appointments for perma nent
terms to all cour ts wit h t he
exception of the Constitutional
Court, where it can only appoint
one-third of the judges.
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Both the President and the Parliament are directly elected by universal
voting. Formation of the CMU requires
participation both of the President
and the Parliament: the majority of
members (coalition) of the Parliament
are entitled to propose a candidate for
the position of Prime Minister to the
President, who then makes a further
nomination to the Parliament.
The President also has the following
powers:
•• The right to initiate legislation;
•• The power to veto laws adopted by
the Parliament (except for laws on
amendments to the Constitution
of Ukraine) with their subsequent
return for repeat consideration by
the Parliament;
•• The power to suspend the operation of acts of the CMU on grounds
of their inconsistency with the
Constitution and to challenge concurrently the constitutionality of
such acts before the Constitution
Court of Ukraine;
•• The right to issue decrees and
directives.
The powers of the Government of
Ukraine are vested in the Cabinet of
Ministers of Ukraine, which is the

highest body of executive power in
the nation and includes the Prime
Minister, First Vice Prime Minister,
three Vice Prime Ministers and 16
Ministers.
The CMU is accountable to the
P resident a nd t he Pa rlia ment
and reports to the Parliament in
accordance with the Constitution.
The Prime Minister, the Minister
of Defense and the Minister of
Foreign Affairs are appointed by the
Parliament upon the submission by
the President; the other members
of the CMU are appointed by the
Parliament upon the submission by
the Prime Minister.
The powers of the CMU include:
implementation of financial, pricing,
investment, labour, social security,
education, science, environment
and tax policies, management of
state owned assets and elaboration
and performance of the State Budget
Law for each relevant year.
The judicial system in Ukraine is
comprised of the Constitutional
Court and the courts of general jurisdiction, consisting of local common
courts (combining criminal and civil
jurisdiction). Also it is comprised of
local specialised courts (with either
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commercial or administrative jurisdiction), courts of appeal and specialised courts of appeal, highest
courts with specialised jurisdiction (Highest Specialized Court for
Civil and Criminal Cases, Highest
Administrative Court of Ukraine
and Highest Commercial Court of
Ukraine) and the Supreme Court of
Ukraine, which is the highest judicial body in the system of courts of
general jurisdiction.

Specialization
Hierarchy

Common courts

Local courts

District courts,
district courts in cities, municipal courts,
municipal and district
courts

Courts
of appeal

Highest
Specialized
courts

T he Const it ut iona l Cou r t ha s
exclusive jurisdiction over t he
interpretation of the Constitution
and laws of Ukraine and acts as
final arbiter on constitutional
is sues . T he C ou r t con sist s of
18 judges, six appointed by the
President, six appointed by the
Parliament and six appointed by
the Congress of Judges.

Commercial
courts

Administrative
courts

Commercial Court
o f Cr im ea , co m Circuit administrative
mercial cour ts in
courts
regions, Kyiv and
Sevastopol

Commercial courts
Courts of Appeal in re- of appeal created in
gions, Kyiv, Sevastopol appeal circuits (1 cirand Crimea
cuit includes several
regions)

Administrative courts
of appeal created in
appeal circuits (1 circuit includes several
regions)

Highest Specialized
Highest Commercial Highest AdministraCour t for Civil and
Cour t of Ukraine tive Court of Ukraine
Criminal Cases (based
(based in Kyiv)
(based in Kyiv)
in Kyiv)

Supreme Court
(based in Kyiv)
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1.4.2. Legal System
Ukraine is a civil law country, meaning most and principal law sources
are adopted by the legislative and
executive branches of state power.
The Constitution is the main source
of law with the laws of Ukraine
ranking next to it.
International treaties ratified by the
Parliament are considered part of
national legislation, directly applicable as a source of law. As a general
rule, in case of conflict between the
provisions of national legislative act
and international treaty, the later
shall prevail.
Trade customs are recognized as an
independent law source, subordinated to statutory law. For example,
certain customary rules operate as
part of the law due to the reference to
them made in laws and regulations.
Judicial decisions are not considered a source of law, however, they
play a significant role in its interpretation. Decisions of the Constitutional
Court are an official interpretation of
legislative enactments and mandatory for all entities and individuals.
In some cases the findings of the
Supreme Court on the application
of the provisions contained in the

statutes and statutory instruments
shall be taken into account by the
courts of lower instances while
applying these provisions. However,
the derogation from these findings
is possible provided that it is wellgrounded.

1.5. Economy
of Ukraine

1.5.1. Principal Sectors
of Economy
The major part of Ukraine’s GDP is
generated by the service, industrial
and agricultural sectors.
Heavy engineering, metallurgy
(production of ferrous and nonferrous met als), shipbuild ing,
automobile production, aircraft
engineering, chemical industry,
food processing and production of
military equipment are considered
well-developed in Ukraine.
Ukraine possesses huge reserves
of iron ore, coal and other mineral
resources. Ukraine also extracts oil
and gas.
Ukraine is considered a powerful
electricity producer. Approximately
half of its electricity is generated
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by nuclear power stations. Unfortunately, the share of alternative
power industry in the total electricity output is quite low.
However, U kraine has enough
resources to develop solar and wind
energy. Thus, these spheres can be
considered interesting for prospective investors.

The largest seaports are Odessa
and Illichivsk. More than 10 international airports are situated in
Ukraine, including the largest at
Boryspil (Kyiv region).
The total length of Ukrainian railways is more than 20,000 km while
the total length of highways exceeds
150,000 km.

In addition, U kraine is widely
recognized as a manufacturer of
equipment for space exploration. It
participates in a number of international space projects. With sufficient investment, this industry
could generate high profits.
Agricultural production makes a
significant contribution to Ukrainian
GDP due to the country’s relatively
mild climate and fertile soil. In
2011 and 2014 Ukraine reported
record crop yields. In particular,
Ukraine is a world leader in growing
sunflowers and one of the leaders
in growing cereal crops (barley and
wheat). Sugar beets also constitute
an essential part of agricultural
production.
Due to its favourable geographical
position, Ukraine has a widespread
system of transport corridors. Four
out of 10 European transport corridors cross the territory of Ukraine.
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FOUR OF THE 10 PAN-EUROPEAN
TRANSPORT CORRIDORS PASS THROUGH UKRAINE:

Corridor III through Berlin – Wroclaw – Lviv – Kyiv;
Corridor V linking Trieste and Lviv via Ljubljana, Budapest and Uzhhorod;
Corridor VII the Danube inland waterway;
Corridor IX through Helsinki – St. Petersburg – Vitebsk – Kyiv – Odessa –
Plovdiv – Bucharest – Alexandroupolis
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1.5.2. Economy
Development Programs
and Reforms
Ukraine has instituted many reforms
aimed at restoring its economical
potential which had been lost after
the collapse of the Soviet Union.
These reforms are still ongoing.
The background of Ukraine’s economic development program is
stipulated by the Coalition Agreement executed by the coalition of
deputy fractions in Parliament on
Nov. 21, 2014.
This Agreement contains a plan
to improve the investment climate
through reforms of the following:
•• Competition law (ensuring transparency in the activities of the
AMC, simplification of control
over concentrations, improvement of the procedure of the AMC
investigation etc.);
•• Currency regulation (liberalization of currency regulation
and currency control including
trans-border capital movement,
simplification of investment
procedures);
•• Corporate law (effective protection
of investors’ and creditors’ rights);

•• Tax law (reduction in the number
of tax returns, reduction of the
unified social contribution to
18 %, and de-offshorization of the
Ukrainian economy etc.);
•• L abour law (adopt ion of t he
Labour Code);
•• Construction industry (removal
obstacles to execute agreements
on t he supply of gas, water,
electricity, and the simplification
of licensing and other similar
procedures);
•• Financial sector (improvement of
corporate governance, creation of
an infrastructure for an advanced
stock exchange);
•• Transport & infrastructure (attracting private investments for the
infrastructure development of
ports and highways).
Moreover, the goals of development
are also stipulated by the Strategy
of Constant Development “Ukraine
- 2020” which was approved by the
Order of the President of Ukraine
No. 5/2015 of Jan. 12, 2015 (“Strategy 2020”).
All the goals are divided into four
vectors:
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•• Development of infrastructure,
investments, economy;
•• Security of cou nt r y, person,
ownership and business;
•• Responsibility of: self-government, social programs, energy
efficiency, healthcare;
•• Pride: personal freedom, civil
society, brand “Ukraine”, talents
attraction.
As provided, the mentioned vectors
will be implemented through more
than 60 reform programs, including
deregulation and entrepreneurship
development, tax, labour and capital
markets reform, reforms of public
procurement and state property
management, reforms of energy
efficiency, land and agriculture, etc.

1.6. International
Relations

Ukraine is a member of more than
100 international organizations
and attaches significant importance to developing relations with
such organizations.
Ukraine is a member of the UN and
of several UN bodies and specialised

agencies. Ukraine is a member of the
IMF, the World Bank, the WTO, the
IMF, OSCE, EBRD, the Council of
Europe and a number of other international organizations. It cooperates
closely with the OECD, the European
Union and NATO. Ukraine is also one
of the founding members of the CIS.
Ukraine is a party to more than
1,140 multilateral treaties and
4,400 bilateral treaties, including
treaties with 80 foreign states on
promotion and mutual protection of
investments.
Ukraine is a party to the 1958 New
York Convention on the Recognition
and Enforcement of Foreign Arbitral
Awards and also the Convention
on the Settlement of Investment
Disputes b et we e n St ates a nd
Nationals of Other States. Ukraine
has entered into treaties on the
recognition and enforcement of
judgments with relevant countries.

1.7. Ukraine-EU
As early as 1993, Ukraine declared
its European aspirations and identified membership in the European
Communities as one of the goals
of its foreign policy. The Partnership and Cooperation Agreement
between the European Communi-
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ties and their Member States and
Ukraine (the “Partnership and
Cooperation Agreement”) had to
become the first step toward association and further full membership
in the EU.

The Partnership and Cooperation
Agreement, which was signed in
1994 and entered into force in 1998,
created the necessary grounds for
further dialogue and cooperation
between the EU and Ukraine. Currently, it applies in part which is not
covered by the provisional application of the Association Agreement.

Nov. 1, 2014

Provisional application of some parts of the Association Agreement
starts

Oct. 29, 2014

EU extends its autonomous trade preferences for the goods originating
in Ukraine until Dec. 31, 2015

Sept. 16, 2014

Simultaneous ratification of the Association Agreement by the Parliament of Ukraine and the European Parliament

June 27, 2014

Economic part of the Association Agreement is signed

Apr. 23, 2014

EU unilaterally introduces autonomous trade preferences for the goods
originating in Ukraine

Mar. 21, 2014

Political part of the Association Agreement is signed

Nov. 28 - 29, 2013

Eastern Partnership Summit in Vilnius: Ukraine was expected to sign
the Association Agreement

Mar. 30, 2012

EU and Ukraine initialled text of the Association Agreement

Oct. 19, 2011

EU and Ukraine completed negotiations on the deep and comprehensive Free Trade Area as part of the Association Agreement

Sept. 14, 2007

EU-Ukraine Summit in Kyiv – intentions on negotiating new agreement,
including on the deep and comprehensive Free Trade Area, reaffirmed

Feb. 22, 2007

Declaration of the Ukrainian Parliament on negotiating new agreement to substitute the Partnership and Cooperation Agreement

Mar. 1, 1998

Partnership and Cooperation Agreement enters into force

Nov. 10, 1994

Ukrainian Parliament ratifies the Partnership and Cooperation Agreement

June 14, 1994

Partnership and Cooperation Agreement is signed
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With a view toward implementing
the Association Agreement, the
CMU has adopted the Plan of Actions on Implementation of the
Association Agreement for 20142017. This plan specified the necessary steps to be taken by Ukraine,
as well as the timeframe for their
completion.
The Coalition Agreement, which
was signed following the parliamentary elections in Ukraine in
October 2014, additionally reaffirmed t he Association Agreement as a roadmap on reforms.
The new Action Program of the

CMU, passed in December 2014,
outlined more measures aimed at
insuring Ukrainian practices meet
EU standards. Further steps on
implementation of the Association
Agreement are expected to take
place soon.
St rateg y 2 02 0 a lso envisa ges
reforms wit h regard to t he EU
standards. It stipulates the customs
reform and integration into the EU
customs community, de-centralization and local government reform,
intellectual property protection
reform, etc.
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investment climate
2.1. Investment Opportunities

The main advantages for investing
in Ukraine are its significant industrial and agriculture potential, its
advantageous geopolitical location,
its perspective domestic market
and its diverse natural resources.
Ukraine inherited a powerful infrastructure, including oil and gas pipelines, port facilities and railways.
Outline of reasons to invest in
Ukraine:
• Skilled, competitive and motivated labor force
• Availability of Competitive Economy Sectors
• Well-developed infrastructure
• Strategic location
• Rich natural resources
• Large emerging market
• Innovation opportunities

In addition to the above, the Ukrainian government is interested in
facilitating economic development.
Therefore, the Government takes all
possible measures to cooperate with
foreign investors and facilitate their
presence in Ukraine. For instance, in
2014 the Ukrainian government adopted a number of deregulation acts
aimed at improving the investment
climate and reducing State interference in the work of enterprises
registered in Ukraine. The recent
amendments of legislation also
include the adoption of anti-corruptions laws, reduction in the number of controlling bodies as well as
reduction of licenses and permits.
The positive tendencies in the protection of the investors’ rights include
also the approval by the Parliament of
Ukraine in the first reading the draft
law “On amendments to certain legal
acts with respect to the protection of
investors’ rights”.
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The amendments, among other
things, include:

Types and forms of foreign
investments

•• Introduction of the procedure for
the derivate suit;

The Law of Ukraine “On Regime
of Foreign Investment ”envisages
t he following types of foreig n
investments:

•• Strengthen of the responsibility
of the officials of legal entities;
•• Introduction of the institute of the
“independent directors”;
•• Introduction of improved procedure of convocation and holding
of the general meeting of the
shareholders;

•• Foreign currency of the 1st Group
of Currency Classifier, i.e., USD,
EUR, GBP, DKK, CAD, etc. as well
as precious metals, which also are
regarded as currency values, i.e.,
XAU (gold), XPD (palladium), XPT
(platinum) and XAG (silver);
•• Currency of Ukraine;

•• Introduction of the requirements
for the stock exchanges;
•• Introduction of the improved
procedure for the determination
of the market value of the shares
of joint stock companies; and
•• Improved regulation of the disclosure of the information.
The following industries and sectors
are considered the most attractive
for foreign investments: Agriculture,
Complex Machine Construction, Energy, IT-Sector, Banking, Software
Development, Health Care, Sports
and Recreation and Real Estate.

•• A ny movable and immovable
property or other related rights;
•• Shares, debt securities, other securities and corporate rights (participation interest in charter capital of
legal entity) denominated in hard
currency;
•• Monetary claims and rights of
demand of contractual obligations, which are guaranteed by
reputable banks and have the
value in hard currency confirmed
in accordance with statutes (procedures) of investor’s country or
international trade customs;
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•• Any intellectual property rights
the value of which is confirmed
i n accord a nce wit h st at utes
(procedures) of the investor’s
country or international trade
customs;
•• The rights on conducting business
activity, including rights on subsurface use and use of natural
resources, which are granted in
accordance with legislation and
agreements, the values of which
is confirmed in accordance with
statutes of investor’s country or
international trade customs; and
•• Other values in accordance with
legislation of Ukraine.
The foreign investments may be
made in following form:
•• Partial participation in legal
entities in Ukraine established
by U k r a i n ia n leg a l e nt it ies
a nd i nd ividua ls a nd foreig n
investors, or acquisition of participation interest in existing
legal entities;
•• Establishing of new legal entities
wholly owned by foreign investor/
investors, branches and other
subdivisions of foreign legal
entities or purchase of excising
legal entities;

•• Acquisition of the ownership
title, including movable a nd
immovable property, and other
objects by direct purchase of
property and property complex;
•• Direct or indirect acquisition of
rights of use of land or natural
resources;
•• Acquisition of other property
rights; and
•• Other forms, which are not prohibited by Ukrainian law.
The foreign investments in the
form of in-kind contributions to
a company’s share capital should
be subject to official evaluation
a nd estimation. U krainia n law
provides for restrictions on in-kind
contribution which are applicable
to the formation of the share capital
of banks, credit unions, financial
companies and investment funds.

2.2. Repatriation
of Investments

Ukrainian law guarantees to foreign
investors the repatriation of their
investment and profits/proceeds
received from their investment
activity.
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In case of termination of investment activity, foreign investors
have t he right to retur n t heir
investments in in-kind form or
in the currency of investments
in the amount of the actual contribution within six months from
the termination of their investment activity. Such investments
should be returned free of duties.
Foreign investors also have the
right to recover revenues from
their investments in cash or inkind based on the actual market
value of t he investment at t he
moment of terminat ion of t he
investment activity, unless otherwise envisaged by international
treaties.
Under the Customs Code, investments in-kind with the purpose of
contribu- ting to the charter capital or
based on the registered agreements
(except for goods for sale or use for
the purpose not directly related to the
business activity) are exempt from
import duties provided the term
of the investments exceeds three
years. In the event that such goods
are alienated by the enterprises
earlier than three years from the
date of including to the balance
sheet, the import duty should be
paid on general grounds.

2.3. Profit and

Proceeds Received
from the Foreign
Investment
Foreign investors have the guaranteed right to the unimpeded and
immediate transfer abroad of all
their profits and other proceeds in
foreign currency so long as they are
legally earned and provided that the
applicable currency regulation does
not establish otherwise.
A specific set of documents is required for purchase of foreign currency for repatriation of foreign
investment and profits/proceeds.
On Mar. 3, 2015, the NBU board
adopted a Resolution which provided temporary currency control
restrictions.
The relevant restrictions also include
a prohibition of the following foreign currency transactions related
to restrictions on repatriation of
investments:
•• Repatriation of funds received by
foreign investors as a result of sale
of securities of Ukrainian issuers
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(except for debt securities sold on
stock exchange market);
•• Repatriation of funds received
by foreign investors as a result
of sale of equity interests in
U krainia n legal ent it ies not
represented by shares, decrease
of t he share capit al in legal
entities as well as withdrawal
from the legal entities;
•• Repatriation of dividends of
foreign investors; and
•• Payments under NBU individual
license, except for following
(i) transfer of currency values
to accou nt s op e ne d abro ad ;
(ii) transfer abroad of foreign
currency by guarantors (sureties)
under loans granted by international financial organizations
or wit h t he pa r t ic ipat ion of
foreign export credit agencies;
a nd (iii) t r a nsfer of foreig n
currency abroad made by residents as one-time or periodic
cont r ibut ion for on- goi ng
activities of non-resident legal
entities.
This resolution is temporary and
is due to expire on Jun. 3, 2015.
However, the relevant resolution
may be extended for a next period
determined by the NBU.

2.4. Guarantees
and Protections
of Investors’ Rights
2.4.1. Protection against
Changes in Legislation
In case of any changes in legislation
on investments, the foreign investors have guaranteed protection of
their investments for a period of
10 years from the date the relevant
amendments are in force. As to the
rights and obligation stipulated in
the Production Sharing Agreement,
the legislation of Ukraine effective
at the date of the agreement should
be applied. However, the amendments of legislation with respect
to defence, national security, public
order and environmental protection
are excluded from the guarantees.

2.4.2. Protection against
Nationalization
T he foreig n i nvest ment s may
not be subject to nationalization.
T he st ate b o d ies do not h ave
the right to expropriate foreign
investments, excluding expropriation in emergency measures
such as natural disaster, accidents,
epidemics, and epizootics. Such
expropriation should be made by
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the bodies authorized to approve
a decision by the CMU.

2.4.3. Guarantee
for Compensation
and Reimbursement
of Losses
Foreign investors have the right
of reimbursement for their losses,
including loss of profits and moral
damages incurred as the result of
action, failure or improper performance of the state bodies, including
its officials who have obligations
toward foreign investors or enterprises with foreign investments. All
such expenses and losses of foreign
investors must be reimbursed at
the current market rate and /or
well-determined valuation which
has been set by an auditor or audit
company. The reimbursement paid
to a foreign investor should be fast,
adequate and effective.

2.4.4. Guarantee in
event of Termination
of Investment
In case the investment activity is
terminated, the foreign investors
have t he right to retur n t heir
investments in in-kind form or in
the currency of the investments in
the amount of the contribution as
well as revenues from investments

at t he market value wit hin six
months from the termination of
their investment activity. Such
investments should be returned
free of duties.

2.4.5. Guarantee
of Repatriation of Profits
After the payment of taxes, duties
and other mandatory payments,
foreign investors are guaranteed the
right of unimpeded and immediate
transfer abroad of all profits and
other proceeds in foreign currency
earned as a result of their investment activity.

2.5. Registration

of Investments

Ukrainian law provides for the
possibility to register foreig n
investments. Under Ukrainian law
the registration of investments is
the right, rather than obligation of
the foreign investors. In practice,
non-registered foreign investments
have the same investment regime
with those registered in due course.
The foreign investments should be
registered either with the regional
state administration, or the state
administration of the cities of Kyiv
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or Sevastopol in accordance with
the rules approved by the CMU
within 7 days from the date of the
application on the registration.
When the owners of the foreign
i nvest ment s a re c ha nged , t he
foreig n i nvest ment should be
re-registered. In this event, the
former state registration will be
cancelled and new registration of
the same investments should be
made by new owner. In the event
of the repatriation of the foreign
investments, the state registration
of such foreign investment will be
cancelled.

2.6. Dispute
Resolution

Ukrainian courts are entitled to
settle any disputes related to the
state regulation of foreign investments which occur between foreign
investors and Ukraine. At the same
time, some other dispute resolution
rules can be established by the
international agreements. Such
provisions will prevail provided that
the respective international agreement is ratified by the Parliament.
All other cases (e.g. between foreign
investors and Ukrainian business

entities) are also within the jurisdiction of Ukrainian courts. However,
upon the agreement of the parties,
such disputes can be resolved either
by arbitration courts or by international arbitration courts. For more
details on the dispute resolution
in Ukraine, please see the Section
“Doing Business in Ukraine: Regulation – Dispute Resolution. – General
Overview”.
It is worth mentioning that foreign
investors can use an additional forum for the resolution of investment
disputes. This is ICSID, an international arbitration institution which
facilitates conciliation between international investors.
As far back as 2000, Ukraine ratified
the Convention on the Settlement
of Investment Disputes between
States and Nationals of Other States
(dated Mar. 18, 1965), investment
disputes between the State and
foreign investors could be considered by the ICSID upon respective
written agreement of the parties.
The most evident advantage of
the ICSID is that the procedure of
enforcement its awards is equal to
the procedure applied to the judgments issued by Ukrainian courts.
T hus, t here is no necessity to
recognize the ICSID award through
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the special court procedures. These
procedures should be observed,
however, in cases of awards issued
by international arbitration courts.
For more details on the recognition and enforcement please see
t he Sect ion “Doing Business in
Ukraine: Regulation – Dispute Resolution. – Recognition of Foreign Court
Judgments/Arbitral Awards”.

2.7. Restrictions

Applicable to
Foreign Investors
Ukrainian law establishes certain
general and specific restrictions
of making foreign investments in
Ukraine. The first category relates
to the general restrictions which
apply to both Ukrainian and foreign
investors, i.e., types of commercial
activity which may be conducted
only by the state-owned enterprises (rocket industry, printing of
banknotes, printing of the securities
blanks) or activity which requires
prior consent of state bodies (commercial forestry).
The second block of restrictions
relates only to foreign investors.
Ukrainian law establishes a threshold on the maximum percentage of
equity interest in the share capital

of certain enterprises with foreign
investments performing certain
type of activities. For instance, such
restrictions apply to the publishing
business, broadcasting and media.
In addition, foreign enterprises cannot conduct their activity in certain
industries of strategic importance.
However, it should be noted that
the number of such restrictions are
quite limited and they are expected
to be reduced in the future.

2.8. Concession

Agreements
and Other Types
of PPP

2.8.1. Public Private
Partnership
According to the Law of Ukraine “On
Private-Public Partnership” of July 1,
2010 (“PPP Law”), PPP is a cooperation agreement between Ukraine,
local communities represented
by relevant state and municipal
bodies (state partners) and private
companies, excluding state and
mu nicipa l enter prises, a nd /or
individual enterprises. In general,
PPP is a venture because the risk and
rewards of both the public agency

37

Investment Climate
(state or local) and private company
are combined and shared in the
agreement among them. The main
reason the public party may turn to
private investments in those spheres
traditionally handled by them is the
lack of funds. In some cases the
public party may seek intellectual
resources to improve the quality of
the services it provides.
The main features of the PPP are:
(i) increase of technical and economic efficienc y because of t he
participation of the private investor;
(ii) long-term relationships (from
5 to 50 years); (iii) sharing the risk
with the private investor; and (iv)
investments in the target object of
the partnership.
The PPP Law establishes certain
spheres in which the PPP agreements may be applied:
•• Research in exploring of mineral
resources a nd its extraction,
except activity based on t he
production sharing agreement;
•• Production, transportation and
delivery of natural gas;
•• Construction and/or exploitation
of highways, roads, railways,
bridges, subways and their infrastructure;

•• Machinery construction;
•• Water collection, purification and
distribution;
•• Healthcare;
•• Tourism, culture and sport;
•• Functioning of irrigation and
drainage system;
•• Waste recycling;
•• Production, distribution and supply of electric energy; and
•• Real estate administration.
Within the scope of the PPP, the
following agreements can be concluded:
•• Concession;
•• Joint operation agreement; and
•• Other agreements, except product
sharing agreements which have
been concluded according to respective laws on such agreements.
The financing of the PPP projects
should be made by private investors,
borrowing or funds of the municipal
and state budgets, or other source
of funding. Under Ukrainian law,
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the election of the private investor
should be made only on a competitive basis. The decision on PPP
should be adopted within two calendar months from the date of the
application for PPP.
All private investors of PPP enjoy a
national system of the investment
activity unless otherwise provided
by international treaties which were
approved by the Parliament.

2.8.2. Concession
Agreements
Under Law of Ukraine “On Concession”, the main purpose of concession agreements is to satisfy the
publics need by granting the right
on construction and/or management of concession objects to a company and/or individual subject to
comply with certain commitments
and sharing relevant risks.
The decision on concession is approved by the municipal government or CMU depending on the type
of concession objects.
The government of Ukraine guarantees to foreign investors the protection of their rights and interests as
well as the compliance with terms

and conditions of the concession
agreements. Any amendments of
the legislation should not impair
the conditions of the concession
agreements and rights of investors
therein. No state body of Ukraine
is entitled to interfere in the concession activity of foreign investors
unless otherwise envisaged by the
concession agreement.

2.8.3. Production Sharing
Agreement
See the Section “Doing Business
in Ukraine: Regulation – Industries.
– Mining, Oil & Gas. – Production
Sharing Agreement”.

2.9. Bilateral

Investment Treaties
2.9.1. Protection of
Investors under BITs
BITs require that each state that is
party to them accord specified rights
and protections to nationals of the
other state when those nationals
invest in its territory. “Nationals”
include companies and individuals.
T he most common protections
include the following:
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•• No expropriation unless against
prompt, adequate and effective
compensation; and

•• Fair and equitable treatment;
•• Full security and protection;
•• Treatment at least as good as that
provided by the host state to its own
nationals (national treatment);
•• Treatment at least as good as
that provided by the host state
to nationals of third states (most
favoured nation treatment);
•• Repatriation of investments and
returns; and

•• A promise to observe obligations
with regard to investments.
BITs provide these protections to
covered investors whether or not
the investor has a contractual relationship with the host state, and
they commonly provide protected
foreign investors with the right to
bring a claim before an independent
international arbitral tribunal.

2.9.2. List of countries which concluded BITs
with Ukraine
No.

Partners

Status

Date of
signature

Date of entry
into force

1

Albania

Signed (not in force)

25/10/2002

2

Algeria

Signed (not in force)

28/06/2008

3

Argentina

In force

09/08/1995

06/05/1997

4

Armenia

In force

07/10/1994

07/03/1996

5

Austria

In force

08/11/1996

01/12/1997

6

Azerbaijan

In force

21/03/1997

09/12/1997

7

Belarus

In force

14/12/1995

11/06/1997

8

BLEU
(Belgium-Luxembourg
Economic Union)

In force

20/05/1996

27/01/2001

9

Bosnia and Herzegovina

In force

13/03/2002

22/01/2004
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No.

Partners

Status

Date of
signature

Date of entry
into force

10

Brunei Darussalam

In force

18/06/2004

26/04/2006

11

Bulgaria

In force

08/12/1994

10/12/1995

12

Canada

In force

24/10/1994

24/06/1995

13

Chile

In force

30/10/1995

29/08/1997

14

China

In force

31/10/1992

29/05/1993

15

Democratic Republic of
the Congo

Signed (not in force)

11/10/2000

16

Croatia

In force

15/12/1997

05/06/2001

17

Cuba

In force

20/05/1995

04/12/1996

18

Czech Republic

In force

17/03/1994

02/11/1995

19

Denmark

In force

23/10/1992

29/04/1994

20

Egypt

In force

21/12/1992

10/10/1993

21

Equatorial Guinea

Signed (not in force)

15/12/2005

22

Estonia

In force

15/02/1995

05/07/1995

23

Finland

Terminated

14/05/1992

30/01/1994

24

Finland

In force

07/10/2004

07/12/2005

25

France

In force

03/05/1994

26/01/1996

26

Gambia

Signed (not in force)

12/06/2001

27

Georgia

In force

09/01/1995

24/04/1995

28

Germany

In force

15/02/1993

29/06/1996

29

Greece

In force

01/09/1994

04/01/1997

30

Hungary

In force

11/10/1994

03/12/1996

31

India

In force

01/12/2001

12/08/2003

32

Indonesia

In force

11/04/1996

22/06/1997
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No.

Partners

Status

Date of
signature

Date of entry
into force

33

Islamic Republic of Iran

In force

21/05/1996

05/07/2003

34

Israel

In force

16/06/1994

18/02/1997

35

Italy

In force

02/05/1995

12/09/1997

36

Jordan

Signed (not in force)

30/11/2005

37

Kazakhstan

In force

17/09/1994

09/01/1997

38

Republic of Korea

In force

16/12/1996

03/11/1997

39

Kuwait

In force

12/01/2002

11/06/2013

40

Kyrgyzstan

Signed (not in force)

23/02/1993

41

Latvia

In force

24/07/1997

30/12/1997

42

Lebanon

In force

25/03/1996

26/05/2000

43

Libya

Signed (not in force)

23/01/2001

44

Lithuania

In force

08/02/1994

06/03/1995

45

The former Yugoslav
In force
Republic of Macedonia

02/03/1998

25/03/2000

46

Republic of Moldova

In force

29/08/1995

27/05/1996

47

Mongolia

In force

05/11/1992

05/11/1992

48

Morocco

In force

24/12/2001

25/04/2009

49

Netherlands

In force

14/07/1994

01/06/1997

50

Oman

Signed (not in force)

01/01/2002

51

Panama

Signed (not in force)

04/11/2003

52

Poland

In force

12/01/1993

14/09/1993

53

Portugal

In force

25/10/2000

18/07/2003

54

Romania

Signed (not in force)

23/02/1995

55

Russian Federation

In force

17/11/1998

27/01/2000

56

San Marino

In force

13/01/2006

15/10/2008
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No.

Partners

Status

Date of
signature

Date of entry
into force

57

Saudi Arabia

Signed (not in force)

09/04/2008

58

Serbia

In force

09/01/2001

59

Singapore

Signed (not in force)

18/09/2006

60

Slovakia

In force

22/06/1994

03/04/1996

61

Slovenia

In force

30/03/1999

01/06/2000

62

Spain

In force

26/02/1998

13/03/2000

63

Sweden

In force

15/08/1995

01/03/1997

64

Switzerland

In force

20/04/1995

21/01/1997

65

Syrian Arab Republic

Signed (not in force)

21/04/2002

66

Tajikistan

Signed (not in force)

06/07/2001

67

Turkey

In force

27/11/1996

68

Turkmenistan

Signed (not in force)

29/01/1998

69

United Arab Emirates

In force

21/01/2003

28/02/2004

70

United Kingdom

In force

10/02/1993

10/02/1993

71

United States of AmerIn force
ica

04/03/1994

16/11/1996

72

Uzbekistan

In force

20/02/1993

06/06/1994

73

Viet Nam

In force

08/06/1994

08/12/1994

74

Yemen

Signed (not in force)

01/02/2001

14/08/2001

21/05/1998
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DOING BUSINESS
IN UKR AINE: regul ation
3.1. Legal Presence
U krainian legislation provides
for the following forms of legal
presence in Ukraine:
(i)	Legal entity;
(ii) Representative office; and
(iii) Joint venture and cooperation
agreements.

3.1.1. Types of Legal
Entities
The basic statutes regulating establishment, operation, management
and liquidation of legal entities are:

-- On registration of Legal
Entities and Private Entrepreneurs.
The following types of legal entities
may carry out commercial activities
in Ukraine:
(i) General partnership;
(ii)	Limited partnership;
(iii)	Partnership with additional
liability;
(iv)	LLC; and
(v) JSC.

•• Civil Code;
•• Commercial Code;
•• Laws of Ukraine:
-- On Companies;
-- On Joint Stock Companies;
-- On Mutual Investment Funds;

The most common and suitable
forms of legal presence for conducting business in Ukraine are limited
liability companies and joint stock
companies. Both forms are based on
the concept of the limited liability
of investors.
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3.1.2. Comparison of JSCs and LLCs
Issue
Similar forms in EU/USA

LLC
GmbH (Germany)

JSC
Corporations (US)

Société à responsibilité lim- AG (Germany)
itée (SARL) (France)
S o ci été an o ny m es (SA)
(France)
Types

N/A

Maximum number of
members/shareholders

100
If the number of members
exceeds the given maximum
figure, the LLC is either subject to a mandatory reorganization into a JSC or obliged to
decrease the number of the
members.

Issue of shares

No formal shares are issued.
Members hold participatory
interests in a LLC which are
not considered to be securities

Public;
Private
Public JSC
Private JSC
More than 100
100

A first issue of shares upon
the establishment of either
a public or a private JSC
should be made by means of
a private placement among
the founders. A public JSC is
obliged to undergo a listing
procedure (its shares must
be included into the list of
at least one of the Ukrainian
stock exchanges).
While a private JSC may issue additional shares only
by means of a private placement, a public JSC may issue
additional shares by means
of both public and private
placement.
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Issue

LLC

Issue of shares

JSC
All issues of shares of both private and public JSCs must be
registered with the NSSMC.

Restrictions on establish- There are some restrictions in place in respect of wholment
ly-owned legal entities, i.e. entities that fully belong to a sole
shareholders/member.
A wholly-owned legal entity in the form of either an LLC or a
JSC may not have a sole founder/shareholder/member which,
in its turn, is also a wholly-owned legal entity.
An individual or a legal entity is not allowed to be the sole
founder/member/shareholder in more than one LLC/JSC in
Ukraine.
A legal entity, which is wholly owned by a foreign company,
may not own land in Ukraine.
Share Capital

Participatory interest

Shares

Minimal share capital

N/A

1,250 Ukrainian monthly
salaries (UAH 1,522,500.00
approx. EUR 65,352)

Quorum

More than 60 %

Management/Supervisory General Members’ Meeting
Bodies

More than 50 %
General Shareholders’ Meeting

Collec tive management
body (Directorate) or
Collec tive management
individual management body (Management Board,
body (Director)
Directorate) or individual
management body
(Director, General Director)
Audit Commission
Supervisory Board –
mandatory in JSC with10
or more shareholders
Audit Commission (Auditor)
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In comparison with a JSC, an LLC
is likely to be more convenient form
of legal presence in Ukraine due to
the following reasons:
(i)	Less time-consuming procedure of the establishment and
registration;
(ii) Absence of minimum share
capital requirements; and
(iii)	Less burdensome corporate
governance.

3.1.3. Representative
Offices
A foreign legal entity may establish
its representative offices in Ukraine,
which do not have a status of a legal
entity under Ukrainian law. A representative office should be registered
with the MEDTU.1 The registration
certificate is issued within 60 business days. A registration fee is
payable amounting to USD 2,500.
A representative office can either
carry out or not its commercial
activities in Ukraine. In case it
intends to carry out its commercial
activities, it should be registered as
a permanent establishment with
the Ukrainian tax authorities and
be subject to Ukrainian corporate
income tax.
1

T he ma na geme nt body is t he
Head of a representative office to
be appointed by the resolution of
the parent company. The Head of
a representative office acts on the
basis of a power of attorney issued
to him by the parent company.
As a rule, the MEDTU establishes
the quota on the number of foreign
employees who may be employed by
representative offices. As of today, a
representative office may employ no
more than 3 employees, including
the Head of the representative office.
In order for a foreign employee to
be employed, a representative office
should apply for a “service card” to
the MEDTU.

3.1.4. Investment Funds
Under Ukrainian law investments
funds are viewed as a pool of assets
managed by a professional administrator for the benefit of the investors.
Investments funds can be either corporate or non-corporate ones. Corporate investments funds are founded
as JSCs and issue shares to investors. Non-corporate investments
funds do not enjoy the status of a
legal entity. The investments certificates are issued to the investors by
the administrators of such funds.

However, the registration of the representative offices of foreign banks is made by the NBU.
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The administrators of corporate and
non-corporate investment funds are
called asset management companies. Asset management companies
are to be licensed by the NSSMC.

Investments funds enjoy substantial tax incentives under Ukrainian
tax law. In accordance with Ukrainian
law all investments funds can be
classified by several types and forms
as described in the tables below.

Mutual investment funds are classified by the type:

Type

Feature

Close Interval
(combined)

Open

Close

Redeems its own
securities upon a
request of investors
at any time.

Does not redeem
its own securities
upon a request of
investors

Redeems its own securities
upon a request of investors
only at certain periods of
time envisaged in the prospectus

Fixed

Fixed/Indefinite

Terms
Fixed/Indefinite
of operation

Mutual investment funds are classified by form:

Diversified

Non-diversified

Specialized

Qualifying

Strict require- More lenient require- Investments port- Investments por t folio is
ments to invest- ment to investments folio can cover limited to one the following
ments portfolio portfolio
only assets speci- assets:
fied by the law
- monetary funds;
- state securities;
- bonds;
- shares;
- banking metals, etc.
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There is a special type of investments
funds that has gained a special popularity among Ukrainian large businesses. This is called a venture fund
which is in essence an analogue of
world-known hedge funds.
Venture funds are closed and non-diversified funds with most lenient
requirements to their investments
portfolio. This provides the greatest
extent of flexibility to their operators and make such funds quite often
being involved in intra-group operations, including for the tax planning
purposes
Investment funds are obliged to
disclose full information of their
activities to the NSSMC.

3.1.5. Corporate
Governance
The Ukrainian Principles of Corporate Governance have been developed in accordance with the OECD

Principles of Corporate Governance.
They were approved by the decision
of the NSSMC of 22 July 2014 (the
“Ukrainian CG Principles”). The
principles are of a recommendation
nature and their application is
optional.
The Ukrainian CG Principles, among
many others, put emphasis on such
things as:
(i)	Protection of the rights and
interests of shareholders;
(ii) Fair treatment of all shareholders, including minority
and foreign shareholders;
(iii) Facilitation of a communication
between shareholders with
respect to the exercise of their
basic rights; and
(iv)	Prevention of inside dealings.

Governing Bodies of LLCs vs JSCs
LLC
Highest
governing
body

General Members’ Meeting

JSC

General Shareholders’ Meeting
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LLC
Voting
procedure

JSC

All decisions should be approved All decisions should be adopted by
by a simple majority of votes of a simple majority of votes of sharemembers present at the general holders registered for the meeting.
meeting.
The legislation of Ukraine requires
The following resolutions re- more than the 3/4 majority of the
quire the approval of a simple total number of votes of the sharemajority of votes of all members holders registered for the meeting
(rather than those present at the for the following resolutions:
meeting):
(i) amendments to the articles of
(i) the determination of the main association; (ii) the cancellation of
business activities of the LLC; (ii) shares bought out by the JSC; (iii)
the amendments to the article the changes of the JSC type; (iv) the
of association and decrease/in- placement of shares; (v) increase/
crease of the LLC’s share capital; decrease of the share capital; and
and (iii) the expulsion of a mem- (vi) the terminations and spin-offs
ber from the LLC.
of the JSC.
The legislation also envisages the
method of cumulative voting for
the appointment of the members
of the supervisory council and/or
audit commission.

Exclusive
competence
of the highest
governing
body

The legislation of Ukraine specifies a list of issues, which belong to the
exclusive competence of the highest governing body and may not be
delegated to other governing bodies of JSC/LLCs.

Executive
body

Should be appointed and re- May be appointed and removed
moved by the general members’ by the supervisory board or the
meeting.
general shareholders’ meeting.
An executive body is responsible for the day-to-day management of a
JSC/LLC. The Chairman of the executive body or the individual manager
(Director/General Director/Head of the Management Board) is entitled
by law to represent the JSC/LLC without a power of attorney.
The authorities of the Director/Head of the Management Board may
be limited by a joint signature procedure. If this procedure is triggered,
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LLC

JSC

all documents on behalf of the LLC/JSC must be signed by both the
Head of the Management Board/Director and an authorized representative(s) appointed by the General Shareholders’/Members’ Meeting.
The joint signature procedure should be envisaged by the LLC’s/JSC’s
articles of association.

Supervisory
council

No legislative requirements to The supervisory council represents
establish a supervisory council.
the interests of the shareholders
between the shareholders’ meetIn certain cases, the formation ing. It exercises control over the
of a supervisory council can JSC’s management to the extent
be envisaged by the articles of envisaged by the ar ticles of
association.
association. The members of the
supervisory council should not
be members of the management
board or the audit commission.
A JSCs with 10 or more shareholders
must appoint the supervisory
council.
The powers of the supervisory
council should be established by
the articles of association.

Audit
commission

An Audit Commission is established by the General Members’
Meeting to review the financial
matters of the LLC.

A JSC with the fewer than 100
shareholders may choose between
establishing an Audit Commission
or appointing an auditor.

The Audit Commission’s authorities are determined by the General Members’ Meeting.

A JSC with more than 100 shareholders must form an Audit Commission.

The Audit Commission should
The Audit Commission carries out
consist of at least 3 members.
the audit of financial and commerNone of the members of the
cial matters of the JSC.
Audit Commission may simultaneously hold the position of the
head of the executive body.
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Disclosure of Information
and Transparency

(vii)	Decrease of the share		
capital; and

The disclosure of information and
transparency is one of the basic
principles of healthy corporate
governance.

(viii) The decision on the bank
ruptcy of the JSC.

Under Ukrainian law JSCs are required to disclose regular information on an annual and quarterly
basis. In addition, JSCs are obliged
to publish information that may
impact their financial position or
the price of their shares.
This information includes particulars with regard to the following:
(i)	The issuance of shares in the
amount exceeding 25 % of the
share capital;
(ii)	The redemption of shares;
(iii)	Listing/delisting of shares;
(iv)	Change in the composition of
the management board;
(v) Change in owners holding 10%
or more of shares;
(vi) Formation/termination of branches/representative offices;

Specific disclosure requirements
are established for banks and financial companies.
The scope and procedure of the disclosure of information of an LLC
may be regulated by its articles of
association.

3.1.6. Application
of Foreign Law
to Shareholders’
Agreement
In accordance with the Law of Ukraine
“On Joint Stock Companies”, the
conc lusion of a sha reholders’
agreement may be envisaged by
the articles of association of a
JSC. A shareholders’ agreement
may provide for additional obligations of shareholders, including an
obligation, rather than a right, to
participate in the general shareholders’ meeting.
T he exist ing jurispr udence of
U krainia n courts considerably
confines the application of foreign
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law to shareholders’ agreements.
According to the Recommendation
of the Highest Commercial Court 2 ,
most of the corporate relations
b e t we e n s h a r e hold e r s a r e o f
an imperative nature and their
governance by foreign law would
violate the public order of Ukraine.
The jurisprudence of Ukrainian
cour ts ex pressly prohibits t he
majority of issues being subject
to foreig n law, mea ning t hose
issues that can be solved under
shareholders’ agreements, such
as issues related to vot ing, to
holding general meetings, formation of governing bodies and many
others.
However, forei g n l aw c a n b e
applied to issues concerned with
the alienation of shares in a JSC,
including drag-along and tag-along
rights, call options, put options and
lock-up provisions; but in any case,
excluding pre-emptive rights that
should be exclusively governed by
the Ukrainian corporate law.
In addition, under the jurisprudence of Ukrainian courts, disputes
arising from corporate relations
may not be submitted to arbitration.

3.2. Competition

Law

3.2.1. General Overview
Ukrainian competition law addresses such issues as follows:
•• Merger control;
•• Abuse of a monopoly position;
•• Concerted actions;
•• Restrictive and discriminatory
activities of legal entities;
•• Anti-competitive actions of state/
local self-government authorities; and
•• Protection against unfair competition.
The main statutes in this area are
the following Laws of Ukraine:
•• On the Protection of Economic
Competition;
•• On the Antimonopoly Committee
of Ukraine; and
•• On Protection against Unfair Competition.

2

The Recommendations, the Highest Commercial Court dated Dec. 28, 2007, № 04-5/14 “On Practice of
Application of the Legislation in Corporate Disputes’.
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The AMC is a state body with special
status responsible for state protection
of competition in the business area.

3.2.2. Transactions /
Actions Subject to AMC
Approval
Merger Control
In order to protect Ukrainian markets
from monopolization and to avoid
adverse effects of monopoly abuses,
prior approval from the AMC is
required for certain transactions.
These are transactions which may
lead to “economic concentration” in
certain segments of the Ukrainian
market.
In particular, the following transactions may qualify as concentrations
and require approval:
•• Merger or consolidation of legal
entities;
•• Acquisition of direct or indirect
control over a legal entity, including gaining control over a substantial part of its assets or its
management;
•• Establishment of a joint venture
by two or more legal entities, if the
resultant joint venture would be
independently engaged in busi-

ness operations for an extended
period of time;
•• Direct or indirect acquisition of
ownership of/control over the
equity interest in a legal entity,
if the acquisition results in concentration of at least 25 or 50 %
of the voting rights of the target
business.
The AMC approval is required when
each of the three following conditions is met:
(i) The aggregate value of assets
or the gross revenues of participants of concentration exceeds
EUR 12,000,000 (calculated on
a worldwide basis) over the prior
financial year and,
(ii) The aggregate value of assets
or the gross revenues of at least
two participants of concentration exceeds EUR 1,000,000
(calculated on a worldwide
basis) over the prior financial
year, and
(iii) The aggregate value of assets (in
Ukraine) or the gross Ukrainian
revenue of at least one participant concentration exceeds
EUR 1,000,000 over the prior
financial year.
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The AMC tends to interpret the
notion of “participant of concentration” rather broadly. The AMC may
apply the above-mentioned criteria
wit h reference to all affiliated
persons of the immediate parties
to the transaction in question.
The AMC approval is also required
where the share of any participant
to concentration or t he a gg re gate share of all participants to
concentration in a particular market
exceeds 35 %, and the concentration takes place in this or a related
market.
Any transaction meeting the said
criteria can only proceed after the
parties obtain AMC approval, save
for the following:
•• Intra-group transactions;
•• Acquisition of shares for resale to
be completed within 1 year after
their acquisition;
•• Acquisition of control by an appointed receiver in bank ruptcy
proceedings.
The AMC approval may also be
required even where a transaction
takes place between non-residents
of Ukraine if “it affects, or may affect
economic competition in Ukraine”.

Therefore, it is important to consider
the potential anti-trust implications
of any merger or acquisition with a
substantial linkage to Ukraine.
Concerted Actions
Concer ted actions include a ny
covena nt s concluded bet ween
competitors or in any other way
whic h may limit , eliminate or
distort market competition.
In general, t he U krainia n law
forbids any concerted actions which
are likely to adversely affect market
competition (i.e. arrangements
concerning prices for goods and
services, limitations of production,
agreed allocation of goods, etc.).
However, in certain cases concerted
actions can be specifically permitted
by the AMC’s approval or fall under
a limited number of exemptions.
Namely, the AMC has the right
to permit concerted actions such
actions accomplish the following:
•• Encourage manufacturing, technological or economic development, the optimization of export
or import of goods, the elaboration/application of uniform technical standards or conditions for
goods; and,
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•• Do not lead to a material limitation of competition on the market.

small market shares held by its
competitors.

A ny proposed concerted action
should be assessed separately on a
case-by-case basis. The AMC is quite
active in the area and thoroughly
investigates various markets.

Each of several legal entities may
be deemed to enjoy a monopoly position on the same market where the
following occurs:

Special power of the CMU

•• The total market share of up to
three legal entities exceeds 50 %, or

If refused by the AMC, participants
to both concentration and concerted
actions may apply to the CMU for
its approval.

•• The total market share of up to
five legal entities having the
largest shares in the same market
exceeds 70 %.

The CMU’s approval can be granted
where the positive impact of concentration/concerted actions on
t he public interests outweighs
the negative consequences of the
restriction of competition.

The following practices are key
examples of the abuses of a monopoly position:

3.2.3. Monopoly Position
A legal entity is considered to enjoy
a monopoly position if it holds the
following:
•• A market share of more than 35 %
(unless it can prove that significant competition exists), or
•• A market share of 35 % or less,
where no significant competition
exists due to the comparatively

•• Setting prices or other conditions for the purchase or the
sale of goods that could not be
established under substantially
competitive market conditions;
•• Applying d ifferent prices or
conditions to identical agreements with legal entities, sellers
or purchasers without objectively
justifiable grounds;
•• Partial or complete refusal to
purchase or sell goods in the
absence of ot her sources for
purchasing or selling;
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•• Hindering market access or exit
from the market, ousting sellers,
purchasers or other legal entities
from the market, etc.

3.2.4. Fines and Penalties

•• A fine of up to 10 % of the annual
turnover of the preceding year
of the parties taken together
with all their related persons
for failure to comply with the
concerted actions rules.

The AMC may hold an entity liable
up to 5 years after the completion
of a transaction if it failed to obtain
the required AMC approval. In case
of continued infringement, a guilty
entity may be held liable up to five
years after the termination of the
infringement.

The AMC may also take the following action:

For failure to comply wit h t he
rules on merger control/concerted
actions, the AMC may impose the
following fines on the parties to the
underlying transactions:

•• Apply remedial measures (impose
certain obligations on parties to
concerted actions) in order to
restore competition on the market.

•• A fine of up to 5 % of the annual
turnover of the preceding year of the
parties taken together with all their
related persons for failure to comply
with the merger control rules; and

Infringement

•• Bring a claim to court for the
invalidation of a transaction that
leads to the monopolization or
significantly restricts competition
on any market in Ukraine, or

The AMC is also entitled to investigate and fine on the following
infringements:

Penalties (up to)

Abuse of a monopoly position

10 % of the guilty entity’s prior financial year
turnover plus a risk of compulsory split of the
business into several separate businesses

Non-fulfilment of the AMC decisions

10 % of the guilty entity’s prior financial year
turnover
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Infringement

Penalties (up to)

Discrimination of competitors

10 % of the guilty entity’s prior financial year
turnover

Unfair competition (comparative advertisement, unlawful use of industrial property
rights, unlawful receipt/use/release of commercial secrets or other confidential information)

5 % of the guilty entity’s prior financial year
turnover plus the possible confiscation of
goods manufactured in the process of unfair competition

Submission of incomplete/inaccurate infor- 1 % of the guilty entity’s prior financial year
mation to the AMC or non-submission of turnover
information on its request

3.3. Taxation

administration efforts needed by
businesses are CIT, PIT, VAT & SSC.

3.3.1. General Overview
The principal piece of Ukrainian tax
legislation is the Tax Code that has
been in effect since Jan. 1, 2011.

On t he gover nment’s side, t he
SFSU, along with its local bodies,
are responsible for the management
and collection of taxes in Ukraine.

T here are more t ha n 10 t a xes
levied in Ukraine. However, the
most important of them in terms of

The tables below summarise the
main information on taxes payable
in Ukraine.

All-state taxes
No

Tax

Taxpayers

Rates

1

Corporate income tax

Legal entities

18%

2

Personal income tax

Individuals

5/15/20%

Value-added tax

Legal entities and individuals

20% - standard rate
7% - reduced rate
for pharmaceuticals
0% - exportations

3
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No

4

Tax

Rates

Social security contribution

Employers and employees

3.6 % - for employees
36.8-49.7 % for employers
depending on the nature
of their business operations

Excise tax

Manufacturers and importers
of excisable goods

Depends on the type
of an excisable item

Retailers trading in excisable
goods

5%

5

6

Taxpayers

Import/export duties Legal entities and individuals
(tariffs)
importing/exporting goods
to/from Ukraine

Depends on the type of an
exported/imported item

Ecological tax

Businesses causing environ- Depends on the type of an
mental damage
environmentally harmful
operation

Natural resource rent
tax

Businesses:
Depends on the type of a
ҌҌ extracting minerals or oth- resource being exploited
er geological materials from
the earth;
ҌҌ exploiting water and forestry resources;
ҌҌ exploiting Ukrainian radio
frequency spectrum

7

8

Local taxes (established by local municipalities in their territories)
No

Tax

Taxpayers

Rates

1

Prop er t y ta x : land Owners and users of land plots
surtax
(legal entities and individuals)

Up to 12 % of land

2

Property tax: real es- Owners of real estate (legal Up to 2% of a statutory minitate surtax
entities and individuals)
mum salary per square meter
of real estate (approx. EUR 1.0
per square meter for 2015)

3

Property tax: automo- Owners of expensive auto- UAH 25,000 (approx. EUR
biles surtax
mobiles (legal entities and 1,000) per vehicle per year
individuals)
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No

Tax
Singular tax

Taxpayers

Rates

Small business (up to UAH 20 Up to 4 % of gross business
mln. in yearly business reve- revenues
nues, approx. EUR 807,000)

4
Agricultural producers

Automobiles parking
levy

Businesses providing parking 0.03 – 0.15 % of a statutory
spaces for a fee
minimum salary per one
day per one squire meter of
a parking lot (approx. EUR
0.01 – 0.07)

Tourism levy

Individuals temporary hiring
residential accommodations
(hotel, motel, etc.)

5

6

Depends on the categories
of land plots used by the agricultural producer

3.3.2. Corporate Income
Tax
CIT is levied on business profits of
enterprises. The taxable profits are
calculated as business revenues less
deductible expenditure, including
depreciation charges.
There is no capital gains tax in
Ukraine. Business profits liable to
CIT embrace capital gains. Since
Jan. 1, 2015 tax accounting and book
accounting are largely harmonized
in Ukraine.
As a general rule, business profits
subject to CIT are calculated under
accounting standards.

0.5-1.0 % of fees chargeable
by the provider of accommodations

For small CIT-payers (up to UAH
20 million of business revenues
for a preceding tax year, approx.
EUR 807,000), there are no tax
differences at all. Profits calculated
under accounting standards are
chargeable to CIT with no adjustments.
For other CIT-payers, adjustments
are required. Those involve, among
many others, differences in depreciation and amortization, restrictions on deductibility of royalties
and other payments made in favor
of residents of blacklisted jurisdictions, transfer pricing rules, special
securities accounting rules and thin
capitalization rules.
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Ukrainian legal entities as well
as permanent establishments of
foreign legal entities are subject to
CIT. While the former are taxed on
their worldwide profits, the latter
pay CIT only on their Ukrainiansourced income. The current rate of
CIT is 18 %.
A point of taxation is determined
on an accrual basis. A seller records
its taxable revenues at the time a
title to the goods sold passes to
the purchaser (for services, at the
time of the execution of a document
confirming the rendering of the
services to the purchaser). The seller
becomes entitled to a deductible
expenditure related to the goods/
services sold in the same tax period
in which it accounts for the taxable
revenues arising out of the sale of
such goods/services.

are exempt from paying advance
monthly installments. They settle
their CIT-liabilities after the filing
of their CIT.
Wit hholding ta x is considered
to be part of CIT. It is normally
withheld from Ukrainian-sourced
incomes paid out by residents to
non-residents.
A rate of withholding tax is 15 %,
subject to reductions and exemptions provided for by double taxation treaties.

3.3.3. Value-Added Tax
M a nd a t or y r e g i s t r a t io n a s a
VAT-taxable person is required
where the total amount of taxable
supplies for the last 12 calendar
months exceeds UAH 1,000,000
(approx. EUR 40,350).

C I T is administered on a selfassessment basis. A tax period for
CIT-payers is a calendar year. A CIT
return is to be filed by June 1, of the
year following a tax year.
CIT liabilities are normally settled
by advance monthly installments
calculated based on the taxable
profits of the last tax year. Small
CIT-payers (up to UAH 20 million
of business revenues for a preceding
tax year, approx. EUR 807,000)

Exportations of goods are zero-rated.
A cash refund is provided on exportations of goods. A point of taxation
is determined on the so-called “first
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event rule”. VAT becomes due at the
earliest of the following two events:
•• A supply of goods/services; and
•• A receipt of an advance payment
for the goods/services to be supplied.
A similar rule works for a VAT deduction. A VAT deduction is enjoyed
at the earliest of the following two
events:
•• A receipt of goods/services purchased; and
•• Transferring an advance payment
for the goods/services to be purchased.
VAT is administered electronically.
Both VAT returns and VAT invoices
are issued in an electronic format
only.
Ukraine has implemented a system
of blocked VAT-accounts to combat
VAT-fraud. The Ukrainian system of
blocked VAT-accounts is innovative
and does not have any equivalents
in the world. It is based on a prepayment principle. A supplier remits
VAT to his blocked VAT account, and
only after that a purchaser can enjoy
his resultant VAT deduction.

There is a special formula under
which the maximum amount for
which a supplier is permitted to
issue a VAT invoice is determined
taking into account his input VAT.
Should the supplier intends to issue a VAT invoice for the amount
exceeding one calculated according
to the formula, he first needs to deposit additional funds to his blocked
VAT-account.
Blocked VAT accounts have been
tested since Feb. 1, 2015. On July
1, 2015, they will become fully-operational.

3.3.4. Personal Income
Tax
Whereas CIT is chargeable on profits of legal entities, PIT is levied on
the income of individuals. Both residents and non-residents fall under
the scope of PIT. Just as with CIT,
residents are taxed on their worldwide income and non-residents are
taxed on their Ukrainian-sourced
income.
Given the absence of capital gains
tax, income chargeable to PIT captures capital gains.
The effective PIT-rates are presented in the table below.
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No

Type of income

Rate of PIT

1

Dividends distributed by CIT-payers

5%

2

Dividends distributed by non-CITpayers

20 %

3

Royalties and capital gains on disposals 20 %
of shares and other securities
Interest

The law is not clear on which of these two
rates must apply. It is no surprise that the
fiscal authorities insist on the application of
the 20% rate

4

5

15 / 20 %

Capital gains on disposal of real estate

5 % (0 % subject to certain requirements)

Other income (including salaries and Two-band progressive rate of
wages)
15 % and 20 %.
6

There are certain differences in
PI T treat ment of business a nd
non-business income. Business
income rules apply to those either
registered as individual entrepreneurs or being self-employed.
Business income PIT-payers are
allowed to deduct certain expend itures whic h is not normally
available to other PIT-payers.
A tax period is a calendar year.
PIT-payers are supposed to file their
annual PIT-returns by May 1st of a
year following the reporting year

Monthly income up to 10 statutory minimum salaries (UAH 12,180, approx. EUR 492)
is taxed at 15 %. The excess over this amount
is taxed at 20 %.

and remit the tax by Aug. 1st of the
following year. Business income
PIT-payers being registered as
individual entrepreneurs are additionally liable to advance quarterly
payments calculated based on the
taxable income of the last tax year.
A Pay-As-You-Earn (the “PAYE”) system operates with respect to income
payments to employees.
Employers are considered to be socalled “tax agents” under Ukrainian
tax law. Employers are supposed
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to withhold PIT from salaries and
other items of income paid out to
their employees. Once PIT is withheld, employees are exempt from
filing their annual PIT returns (to
the extent they do not obtain other
taxable income that is not covered
by the PAYE system).

3.3.5. Single Social
Contribution
SSC is a social security tax charged
on employment-related and other
similar income.
SSC is paid by both the employee
and the employer.
In case of an employer, SSC is levied
on employment-related payments
accrued in favor of employees.

neither on the part of an employer,
nor employee, is chargeable on the
portion of employment income on
top of 17 statutory subsistence
level incomes (UAH 20,706, approx.
EUR 836).
The government has begun reform
in the area of SSC directed at counteracting a widespread practice of
paying under-the-table salaries.
The reform is aimed at the significant reduction of SSC rates applicable to employers. For 2015, the
reduction of up to 60 % is envisaged.
This will work subject to a range of
strict requirements related to salary
increases to be undertaken by the
qualifying employers. For 2016, the
reduction will constitute 40 % and
will be unconditional on any salary
increases.

The tax rate depends on the nature
of the activities of the employer
and normally constitutes about
40 % (36.8-49.7 %). At the level of
the employee, a rate of SSC usually
makes up 3.6 %.

Ukrainian property tax consists of
three surtaxes:

SSC is withheld from an employment payment by the employer within the scope of the PAYE system.

•• Land tax;
•• Real estate tax; and,
•• Automobile tax.

It is noteworthy that Ukrainian law
provides for a maximum amount of
monthly income subject to SSC. SSC,

Only two of these surcharges, land tax
and automobile tax, are mandatory.
Real estate tax is not mandatory.

3.3.6. Property Tax
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It is up to a local municipality to
decide whether to impose real estate
tax on its territory.

or transferred into permanent use).
Users of privately-owned land are
not subject to land taxation.

Land tax is levied on owners and
users of land plots, both legal entities and individuals. In relation to
users of land plots, it applies only
to those who use state or municipality-owned land plots (either leased

Rates of land tax are laid down by
local municipalities, but within the
allowed ranges set out in the Tax
Code. The rates are usually related
to the value of the plots.

No
1

Type of land plot

Allowed range of tax rates
(percentage of the value of land)

Agricultural land

Up to 1 %

2

Permanent use land

Up to 12 %

3

Land leased from state or
municipal authorities

3-12 %

4

Other land

Up to 3 %

Real estate tax is imposed on owners
of real estate objects, legal entities
and individuals. Both residential
and non-residential real estate is
covered by this taxation.

The Tax Code provides for a number
of exemptions from real estate tax.

The total floor area of all real estate
objects owned by a particular taxpayer makes up a basis for assessment.

•• Production and assembly facilities of industrial manufacturers;

Just as with land tax, rates of real
estate tax are laid down by local
municipalities within the allowed
statutory range. Annual rate of
real estate tax should not generally
exceed 2 % of the statutory minimum salary per square meter for
the year of 2015.

For example, real estate tax does not
extend to the following:

•• Certain facilities of agricultural
manufacturers;
•• Residential and non-residential
real estate owned by non-governmental organizations of disabled
people, etc.
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In addition to the above general
exemptions, special exemptions
apply to individuals. Sixty square
meters of apartments and 120 square
meters of houses owned by individuals
are exempt from real estate taxation.
Local municipalities command
wide powers in the area at issue and
can establish additional exemptions
from real estate tax.
Automobile tax also applies to both
individual and legal entities. Its rate
is flat and amounts to UAH 25,000
(approx. EUR 1,000) per vehicle per
year. Automobile tax covers not all
automobiles. It is levied only on
those which simultaneously satisfy
two conditions:

•• Spirits, alcoholic beverages, beer;
•• Tobacco products;
•• 	Petroleum products;
•• Cars, trailers, motorcycles, motor
lorries;
•• Electricity.
Tax rates are set out in the Tax Code
for each excisable item.
The following persons are liable for
excise tax:
•• Manufactures of excisable goods;
•• Importers of excisable goods;

•• Larger than 3.0 Litre engine;
•• In operation over less than 5 years.

•• Retailers trading in excisable
goods (since Jan. 1, 2015).

Property tax compliance rules differ
depending on the type of taxpayer.

3.3.8. Special Tax Rules

While individuals pay property
tax based on notices of assessment
issued by the fiscal authorities, for
legal entities a self-assessment
system operates.

Special tax rules apply to small
and agricultural producers.

3.3.7. Excise Tax

Small businesses (up to UAH 20
mln. in yearly business revenues,
approx. EUR 807,000) can pay a
single tax instead of CIT/PIT and
some other taxes.

Excise tax is levied on the following
goods:

Single tax is levied on gross business
revenues (without any allowable
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deductions) at the rate of 2 % for
VAT-taxable persons and 4 % for
others.
Agricultural producers can also
benefit from special tax treatment
that would allow them to replace
CIT, land tax and some other taxes
for a single tax.
Single tax for agricultural producers
is levied on the area of agricultural
land owned or used by the taxpayer,
including leased land plots. The value
of one hectare of agricultural land
makes up the base of assessment.
The tax rates are differentiated and
depend on the category of a taxable
land plot.

3.3.9. Tax Avoidance
Ukrainian tax law does not contain
a general a nti-avoida nce rule.
Tax avoidance is normally dealt
with through many special antiavoidance rules incorporated into
Ukrainian tax legislation. Among
special anti-avoidance rules, it is
worth mentioning TP, thin capitalization and beneficial ownership
rules.
At the same time, Ukraine so far
has not implemented such special
anti-avoidance tools as controlled

foreig n cor porat ion r ules a nd
corporate tax residency rules.
Ukrainian TP rules have been in
operation since September 2013.
T hey are c hief ly based on t he
OECD Transfer Pricing Guidelines
for Multinational Enterprises and
Tax Administrations. The TP rules
are primary aimed at cross-border
transactions. It might be of interest
that the TP control extends not only
to foreign associated enterprises, but
also to some non-associated foreign
entities, such as those incorporated
in low-tax jurisdictions.
Taxpayers are supposed to submit
annually their TP returns. Furthermore, they should prepare and
present to the fiscal authorities (upon
request) detailed TP documentation
containing the substantiation of the
prices used.
Tax legislation provides for severe
penalties for the failure to comply
with TP reporting requirements.
At the level of jurisprudence of
the Ukrainian courts the business
purpose doctrine applies, which is,
in essence, an unwritten general
anti-avoidance rule.
Under the doctrine a taxpayer will
not enjoy a tax advantage (deduction,
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input VAT) if his transaction does
not have any reasonable economic
purpose and is merely directed at the
attainment of such a tax advantage.

3.3.10. Tax Audit
A tax audit can take one of the
following forms:
•• Desk audit (the review of a tax
return following its filing, doublechecking of the data contained in
the tax return with the data at the
hands of the fiscal authorities);
•• Documentary audit (the in-depth
study of a taxpayer’s matters
based on the documents and the
information provided by the taxpayer or collected by the fiscal
authorities from other sources);
•• A documentary audit may be
carried out either on-site (taxmen
visit a taxpayer and conduct an
audit at his offices) or off-site. In
the latter case, the taxmen do
not appear at a taxpayer’s offices.
They review the documents and
the information sought from a
taxpayer or third parties at their
own office;
•• A documentary audit can be either
scheduled or unscheduled. Taxpayers are selected for a schedu-

led audit under a risk-oriented
system.
In any case, a taxpayer cannot
undergo more than one scheduled
audit in a calendar year.
In respect of scheduled audits, the
Tax Code sets forth a closed list of
the grounds on which such audits
can be held:
•• Actual audit (taxmen actually
enter offices, production or shopping facility of a taxpayer to check
his compliance with licensing,
cash registers, payroll or other
similar rules);
•• Audit of controlled transactions
(a specialized tax examination for
the purposes of TP rules).
If the result of a tax audit shows an
underpayment of tax, the taxpayer
is issued a notice of assessments
determining the amount of additionally tax due. This additional tax
normally should be remitted to the
fiscal authorities within 10 calendar
days, unless the taxpayer decides to
challenge the notice of assessment.
It might be of interest that the ban
on tax audits of small businesses
has been introduced for 2015-2016.
The ban covers companies and
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individual entrepreneurs with up
to UA H 20 million in business
revenues for a preceding tax year
(approx. EUR 807,000).

The ban is not absolute and is subject to an array of exceptions. In
particular, tax audits related to the
prosecution of criminal cases or
related to the collection of payroll
taxes are still possible.

3.3.11. Penalties
No

Violation
Failure to file a tax return

1

2

3

Penalties
UAH 170 (approx. EUR 7)
UAH 1,020 for a recurring violation
(approx. EUR 41)

Self-declared underpayment of tax

3 % or 5 % of the underpaid tax (depending
on the way in which a self-declaration is made)

Underpayment of tax discovered by 25 % of the underpaid tax
the fiscal authorities
50 % of the underpaid tax for a recurring
violation
Delay in remitting tax

4

Tax evasion is a criminal offence
under Article 212 of the Criminal
Code. The general rule is that the
conviction of large-scale tax evasion
leads to a fine equal to the amount of
the tax underpayments. If convicted
and not able to pay the fine within a
reasonable time period, the fine can
be converted into imprisonment of
up to 10 years.

10 % or 20 % of a delayed tax payment
(depending on the length of the delay) plus
daily default interest

In some cases, criminal charges
u nder ot her provisions of t he
Criminal Code can be brought in
relation to tax-related violations.
The punishment under such provisions can sometimes be even more
rigorous than that for tax evasion.
For underpayments of VAT and CIT
that occurred over the period ended
Apr. 1, 2014, tax amnesty termed
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“ta x compromise” is available.
Those who would like to benefit
from tax compromise pay 5 % of
the understated taxes in exchange
for forgiveness of a tax liability
(including interest and penalties)
and without criminal charges.
Tax compromise applies irrespective of whether the relevant tax
periods have been audited by the
fiscal authorities. It works even in
respect of already issued additional
t a x assessment s a nd criminal
charges brought based on such tax
assessments.
As with any tax amnesty, tax compromise is a limited-time opportunity. Interested taxpayers can apply
for tax compromise by Apr. 16, 2015
at the latest.

3.3.12. Tax-Related
Treaties
Ukraine has an extensive network
of double taxation treaties (with
more than 70 countries). Ukraine
has ratified the Convention on Mutual Administrative Assistance in
Tax Matters.
This allows the Ukrainian fiscal
authorities to exchange tax information with more than 60 countries.

3.4. Currency

Regulation
and Control

3.4.1. General Overview
Ukraine has somewhat strict currency control regulations providing for,
among other things, the following:
•• The licensing of certain transactions in foreign currency;
•• Control over the settlements under
export and import contracts;
•• Specific requirements to the documents on certain contemplated
transactions in foreign currency.
The main currency control rules are
established by the Currency Control
Decree and several resolutions of
the NBU.
Under Ukrainian law, the NBU is
in charge of currency regulation. It
determines the rules for performing
transactions in foreign currency,
and issues licenses necessary to
carry out such transactions. The
NBU is even able to restrict temporarily or completely prohibit certain
currency transactions, such as payments abroad, if it identifies a threat
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to the stability of the Ukrainian
banking and/or financial system.
In the recent years the NBU has
introduced a number of restrictions
aimed at stabilizing the monetary
and currency market of Ukraine.
These include such restrictions as
the following:
•• Mandatory conversion of funds
obtained in foreign currency into
local currency;
•• Restriction of the terms of settlement s u nder t he ex por t a nd
import contracts;
•• Prohibition of certain tra nsactions in foreign currency; etc.
Although most of such measures are
of a provisional nature, they appear to
be repeatedly extended by the NBU.
Presumably, the NBU will be further prolonging such restrictions.

3.4.2. NBU Licensing
Under Ukrainian law, certain transactions in foreign currency require
an individual license issued by the
NBU. The list of such transactions,
including applicable exemptions,
is set forth by the Currency Control
Decree.

In particular, an individual license
of the NBU is normally necessary
for the following transactions:
•• Granting loans in foreign currency by residents to non-residents;
•• The use of foreign currency for
payments within the territory of
Ukraine;
•• Investing abroad, including by
way of the acquisition of securities of foreign issuers.
The following transactions do not
generally require an individual
license of the NBU:
•• Tra nsfer of foreig n currency
abroad in order to pay for goods,
services, intellectual property
rights or other property rights
supplied by non-residents;
•• Transfer of foreign currency abroad
for servicing loans extended by
non-residents;
•• Tra nsfer of foreig n currency
abroad as the repatriation of foreign investment itself or proceeds
from this investment.
An individual license is issued by
the NBU for the performance of
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a specific transaction and for the
period of time necessary for its
completion. The set of documents
to be provided by an applicant for
such a license is set forth by the
NBU and depends on the nature of
a contemplated transaction.
Ukrainian commercial banks and
other financial institutions, as well
as the national post office operator,
perform transactions in foreign currency based on the general licenses
issued by the NBU and, in some
cases, its individual licenses.
In order to stabilize Ukrainian currency market, in 2014 the NBU prohibited the performance of certain
transactions in foreign currency
under its individual licenses. Such
restrictions are expected to be valid
through June 3, 2015. However,
they may be further extended by
the NBU.

3.4.3. Purchase
and Sale of Foreign
Currency
Under Ukrainian law, the purchase
and sale of foreign currency in
U kraine is performed t hrough
banks or other financial institutions
holding the relevant license of the
NBU for such operations.

Non-cash foreign currency may be
purchased only on the grounds set
forth by the NBU (e.g., payments
to non-residents under impor t
contracts).
Ukrainian law currently requires
the mandatory conversion into UAH
of 75 % of funds in foreign currency
received from abroad. The conversion is performed by the bank itself
and does not require any instruction or other authorizations from
the client.
The mandatory conversion applies
to foreign currencies of the 1st group
of the NBU Classifier of Foreign
Currencies and Bank Metals (e.g.,
USD, EUR) as well as Russian Rubles.
Some exemptions from the mandatory conversion of foreign currencies are available, but they are
predominantly concerned with the
state-backed projects and in most
cases do not have any bearing on
day-to-day business operations.
The mandatory conversion of foreign currencies is going to be valid
through June 3, 2015. However, given
that it was first introduced in 2012
and was repeatedly prolonged by the
regulator, its application may well be
further extended by the NBU.
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Furthermore, the NBU has temporarily restricted the acquisition of
foreign currency in cash. Currently,
Ukrainian banks (financial institutions) may not sell foreign currency
in cash to a person in the amount
exceeding the equivalent of UAH
3,000 (approx. EUR120) per business day. This limit does not normally apply to those purchasing foreign
currency for servicing their loans
extended in foreign currency. The
restriction at hand will also apply
through June 3, 2015, but may be
further extended by the NBU.
Legal entities may not purchase
non-cash foreign currency if they
already have funds in foreign currency on current or deposit accounts
with Ukrainian banks. However,
such restriction will not apply if
the aggregate amount of such funds
does not exceed USD 10,000. Similarly, this rule will apply through
June 3, 2015.
In addition, starting from Jan. 1,
2015, individuals purchasing foreign currency in cash are subject
to special pension duty in t he
amount of 2 % of the purchased
foreign currency. The pension duty
is not levied where foreign currency
is purchased for the repayment of
loans extended in foreign currency.

3.4.4. Use of Foreign
Currency in Ukraine
UAH is the lawful means of payment
in the territory of Ukraine. The use
of foreign currency for payments in
the territory of Ukraine requires an
individual license of the NBU.
However, in 2014 an exception
from this rule was introduced for
the temporarily occupied territories
of Ukraine (i.e., the Crimea and
Sevastopol). Individual licenses
are no longer required for the use
of foreign currency as a means of
payment for goods, works, services,
as well as for the payment of salaries in such temporarily occupied
territories.
In the temporary occupied territory of the Crimea and Sevastopol
which is now considered to be the
Free Economic Zone “Krym” the
multi-currency regime has been
introduced permitting the parallel
use of UAH and foreign currencies
of the 1st and 2nd groups of the
NBU Classifier of Foreign Currencies and Bank Metals.
In addition, non-cash transfers
from this free economic zone to the
other territories of Ukraine (and
vice versa) may be performed in
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UAH or in freely convertible currencies. None of such transactions
requires an individual license of
the NBU.

3.4.5. Settlements and
Payments Under Export
and Import Contracts
Under Ukrainian law, the settlements under export and import
contracts with non-residents may
be performed in foreign currency.
However, the period of time within
which such settlements must be
completed is restricted by law.
As a general rule, Ukrainian residents’ proceeds in foreign currency
under export contracts have to be
transferred to their accounts with
Ukrainian banks not later than
within 180 calendar days after
either of the following:
•• The date of customs clearance of
exported goods; or
•• The date of execution of the document evidencing the transfer of
services or intellectual property
rights to the resident.
Likewise, the import clearance of
the imported goods must take place
not later than 180 calendar days
from the date at which an advance

payment is made by a Ukrainian
resident to his foreign supplier.
The violation of the above time
limits is penalized by severe fines.
To date, the above 180 calendar day
time limit has been reduced by the
NBU to 90 calendar days (the legislation allows the NBU to do so). The
corresponding resolution of the NBU
will apply through June 3, 2015.
However, the reduction can be further extended by the NBU.
In addition, specific rules apply to
payments in foreign currency made
by residents of Ukraine to non-residents for services and intellectual
property rights.
For services and intellectual property rights valued at more than EUR
25,000 a price evaluation report
issued by State Enterprise “Derzhzovnishinform” is required. In order
to pay for such services or intellectual property rights, a Ukrainian
resident should submit the above
report to the bank. Otherwise, the
bank will not process the payment.
Furthermore, in February 2015
the NBU introduced additional
restrictions aimed at controlling
settlements under the import transactions:
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•• 	Ukrainian banks may not purchase foreign currency upon their
clients’ instructions, if the clients
use borrowed funds for this purpose. Certain exemptions apply to
individuals;

certain loans received or guaranteed by the state).

•• If the total value of an import
contract exceeds USD 50,000,
advance payments under such
contracts are subject to the NBU’s
prior approval, unless the settlements are made using the documentary letter of credit. However,
it must be confirmed by the bank
with an investment-grade rating
from a leading credit rating
agency (Fitch Ratings, Standard
& Poor’s, Moody’s);

Ukrainian banks will not process
the payment under a loan agreement with a non-resident if the NBU
registration requirements are not
complied with.

•• Advance payments under import
contracts with the total value
exceeding USD 500,000 must be
made only with the letter of credit.
Similarly, the letter of credit must
be confirmed by the bank with an
investment-grade rating from a
leading credit rating agency.

3.4.6. Loans from
Non-residents
Ukrainian law allows residents to
receive loans in foreign currency
from non-residents. Such loans are
normally subject to the advance
registration of the NBU (except for

Important amendments to the above
loan agreements are also subject to
the NBU registration.

The NBU also restricts the maximum interest rate applicable to the
loans under consideration. These
restrictions for loans in foreign currencies of the 1st group of the NBU
Classifier of Foreign Currencies and
Bank Metals (e.g., USD, EUR) are
as follows:
A. For fixed-interest loans:
•• With maturity date of up to 1 year
– no more than 9.8 % per annum;
•• With maturity date from 1 to 3 years
– no more than 10 % per annum;
•• With maturity date exceeding
3 years – no more than 11 % per
annum.
B. For loans with a floating interest
rate – LIBOR for 3-month deposits
in USD plus 750 basic points.
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In 2014 the NBU imposed restrictions wit h respect to t he early
repayments of foreign currency
loans extended by non-residents.

of goods. The Customs Code lays
down customs regimes as well as
procedures for customs clearance
and control.

The restrictions are as follows:

Another important piece of Ukrainian customs legislation is the Law
of Ukraine “On Customs Tariffs”
which has been in force since Jan. 1,
2014. This law contains schedules
setting out the nomenclature of
goods and tariffs applicable to such
goods.

•• Ukrainian banks do not process
the early repayments of such
loans;
•• The NBU does not register the
amendments to the loan agreements providing for the decrease
in the maturity date.

Tariffs are severally given for goods
originating from the following:

The restrictions on early repayments will apply through June 3,
2015. However, they may be further
extended by the NBU.

•• States to which the most-favorednation principle applies (WTO
countries);

3.5. Customs

•• States with which Ukraine has entered into free trade agreements;

Regulation

3.5.1. General Information
The principal piece of Ukrainian
customs legislation is the Customs Code being in effect since
June 1, 2012.
The Customs Code governs the
majority of customs issues, such as
the determination of custom value
or the determination of the origin

•• 	Other states.
Ukrainian customs tariff is based on
the Ukrainian Classification of Goods
for Foreign Economic Activities. This
classification, in turn, relies on the
Harmonized Commodity Description
and Coding System developed and
maintained by the World Customs
Organization.
On the government’s side, the SFSU
is responsible for the management
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of customs matters in Ukraine. The
SFSU has its specialized units (customs authorities) that are in charge
of customs matters in Ukraine.

3.5.2. Customs Regimes
No

1

2

3

4

Name

There are as many as 14 customs
regimes listed in the Customs Code.
The table below summarizes the
most common of them.

Description

Import

• Main customs regime for brining goods into the customs territory of Ukraine;
• Free circulation of goods passing through this regime in Ukraine;
• Import duty, VAT and in some cases excise taxes (customs-related taxes) are payable in the course of the customs clearance.

Export

• Main customs regime for brining goods out of the customs
territory of Ukraine;
• Free circulation of goods passing through this regime outside
the territory of Ukraine; no obligation to return the goods
to Ukraine;
• Zero VAT rate, export duty can be imposed in respect of very
limited nomenclature of goods (scrap non-ferrous metals, certain agricultural products, etc).

Bonded
warehouse

• Temporary (up to 1095 calendar days) placement of imported
goods at special places (bonded warehouses);
• Customs-related taxes are not payable as long as goods are
stored at a bonded warehouse;
• Upon the expiry of the storage time, goods should be declared
under another customs regime. If the goods are put under import regime, customs-related taxes will become payable.

Inward
processing

• Goods originating in other countries are being processed in
Ukraine free of any import-related taxes and quantitative restrictions to be imposed at the stage of the importation of raw
materials into Ukraine and at the stage of the re-exportation of
the final products from Ukraine;
• In order to place his goods under this customs regime, a declarant is supposed to provide financial guarantees to the customs
authorities and obtain special approval of the SFSU.
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No

5

6

Name

Description

Outward
processing

• Goods originating in Ukraine are being processed abroad free of
import-related taxes and quantitative restrictions to be imposed
at the stage of the exportation of raw materials from Ukraine
and at the stage of the re-importation of the final products to
Ukraine;
• In order to place his goods under this customs regime, a declarant
is supposed to obtain special approval of the SFSU.

Transit

• Goods coming through the customs territory of Ukraine to the
customs territory of another country is exempt from import-related taxes and quantitative restrictions in Ukraine;
• Customs legislation establishes the maximum periods of time
within which goods can be put under the transit regime (e.g. for
road transport – up to 10 days, for rail transport - up to 28 days).

3.5.3. Customs Valuation
Rules
Ukrainian customs valuation rules
are fully harmonized with WTO law
(Article VII of GATT 1994 and the
Agreement on Implementation of
Article VII of GATT 1994).
The transactional value method is a
primary and default method for the
determination of customs value. The
other five subsidiary methods can be
only applied where it is impossible
to resort to the first method. The
subsidiary methods are used in the
descending order of precedence.
At the same time, a declarant can
change the sequence of the applica-

tion of the fourth and fifth methods
(deductive value and computed
value methods, respectively).

3.5.4. Customs Clearance
It is a general rule that only Ukrainian
residents can be declarants of goods.
Non-residents can act as declarants
only in certain specific cases.
A declarant of goods can file a customs declaration either himself or
through a representative who is
normally a licensed customs broker.
A custom declaration contains such
information as the following:
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•• Declarant’s details;
•• Customs regime sought;
•• Description of the goods
(name, quality, etc.);
•• Invoice value;
•• Customs value and its calculation;
•• Amount of customs-related taxes
due.
This is up to a declarant to select the
format of the declaration. A customs
declaration can be filed either in
hard paper format or electronically.
Ukrainian custom law allows under
certain circumstances to file, further to a general customs declaration, preliminary, temporary,
periodical and additional customs
declarations. These types of declarations are tailored for some specific
situations and have been developed
to streamline the customs clearance
of the goods in such situations.
For example, an additional customs
declaration can be filed where the
information required for determining the final customs value is only
known after the goods have been
released into free circulation. This
can well be the case in respect of

royalties to be calculated based on
sales/proceeds of sales. Only after a
certain level of sales is achieved, a
declarant can calculate such royalties and add them to the customs
value of the goods.
A declarant can seek an advance
ruling of the customs authorities
with respect to the following:
•• Classification of goods;
•• Establishment of a country of
origin;
•• Possibility to place goods under
certain customs regimes.
An advance ruling must be issued
by the customs authorities within
30 calendar days.
As a rule, the customs clearance
should be completed within four
working hours after the filing of a
customs declaration along with all
required supportive documents.
The completion of the customs
clearance is confirmed by a special
stamp put on a customs declaration.
If e-declaring takes place, the relevant electronic conformation must
be given by the customs authorities
to the declarant.
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3.5.5. Customs Control

•• Warning;

Customs control is being exercised
during the following:

•• Fine;
•• Confiscation.

•• During customs clearance;
•• After the completion of customs
clearance (post-audit).
Customs clearance control may
normally involve the analysis of
documents available to the customs
authorities and the visual examination of goods subject to customs
clearance.
Post-audit generally involves documentary examination of the declarant’s matters. Should the customs
authorities determine a violation with
respect to the computation of the
customs value and/or the computation of customs-related taxes, they
can assess the declarant with additional tax liabilities.

3.5.6. Liability
for Violation
of Custom Rules
The Customs Code sets forth a list of
administrative offences in relation
to the violation of the customs rules.
Depending on its nature, the offence
can entail the following sanctions:

For example, a failure to declare
goods subject to customs clearance
to the customs authorities is punishable by the following:
•• Confiscation of such goods; and
•• Fine to be equal to the value of
such goods.
In addition to the above administrative offences, a violation of customs
rules can sometimes be criminal
offence. In particular, smuggling
is punishable under Article 201 of
the Criminal Code and can lead to
up to 12 years imprisonment.
On the other hand, it should be
borne in mind that only smuggling
concerned with cultural values,
explosives, weapons, ammunition
and some other very specific items
falls under the scope of the criminal
offence. Other instances of smuggling constitute an administrative
offence only.
A declarant can settle the customsrelated case wit h t he customs
authorities as long as this case
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is not concerned with criminal
charges. The settlement is termed
“customs compromise”. It involves
t he conclusion of a settlement
agreement between the declarant
and the customs authorities.

3.6. Property

Rights

3.6.1. General
Information
and Regulatory
Framework
Constitution of Ukraine protects a
right of ownership.
Ukraine recognizes and guarantees private property. Other types
of property that are recognized in
Ukraine are state and municipal
property.

A. Land:
•• Ownership (private, state and
municipal);
•• Temporary use based on a lease
agreement (lease);
•• Right of permanent use of land;
•• Emphytheusis;
•• Superficies;
•• Land Servitude (Easements).
B. Other real estate:
•• Ownership (private, state and
municipal);
•• Right of operational management;
•• Right of full economic use;
•• Lease;

Generally, foreign citizens and legal
entities are entitled to own property
in Ukraine. Certain restrictions may
be applied by laws, for example in
case of agricultural land.
The Ukrainian legislation defines
the following types of rights to real
estate:

•• Easements.
The basic statutes regulating property rights in Ukraine are as follows:
•• Civil Code;
•• Commercial Code;
•• Land Code;
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•• Laws of Ukraine;
-- On State Registration of Property Rights to Real Estate and
their Encumbrances;
-- On Lease of State and Municipal Property;
-- On the Fundamentals of Urban
Development;
-- On State Land Cadaster.

3.6.2. Real Estate
Transactions
In Ukraine real estate transactions
can be mostly structured in two
ways, as the following:
•• A share deal (the shares of a company owning a real estate object
are sold);
•• An asset deal (a real estate object
is sold itself).
Property rights to real estate property are subject to state registration in t he Proper ty Rights
Register. Such registration is mandatory and provides the basis for
the establishment of both a property right and an encumbrance on
property.
As a general rule a decision on
registration of a property right or
a refusal of such registration should

be made within five business days
from the date of submission of the
relevant documents to the state
registrar. State fee for registration
of the property right is charged in
the amount of UAH 239 (approx.
EUR 9.60) (UAH 119 – for registration itself and UAH 120 – for
issuance of extract from the Property Rights Register).
No major restrictions are imposed
on ownership of real estate by
foreign individuals (except for
certain land).
Real estate is often used in Ukraine
as a security in transactions. In other
words, it is mortgaged. Land, buildings and unfinished construction
can be the subject of mortgage, safe
with certain limitations. Mortgaged
property remains in possession and
use of the person mortgaging it.
However, certain restrictions with
regard to the disposal and use of the
mortgaged property are imposed on
the mortgagor.
The consent of the mortgagee is,
needed for the following:
•• Transfer of property into subsequent mortgage;
•• Lease or disposal of the mortgaged property;
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•• Construction or reconstruction
of a building located on the mortgaged land plot.
Generally, no limitations are imposed on the subjects and objects of
lease. There are special regulations
regarding the lease of real estate
from state or municipal ownership.
The regulations defining the types
of state or municipal property that
may not be transferred into lease.
In cases where two or more persons
are interested in leasing state or
municipal property, a lease auction
is conducted.
A lease agreement with respect to
building, house or other similar
real estate concluded for the term
of three years or longer is subject
to notarization. It is also necessary
to register lease right arising from
such a lease agreement with the
Property Rights Register.

3.6.3. Construction
The construction process in Ukraine
usually includes the following major stages:
1)

Acquiring of land rights for the
purposes of construction;

2)

Obtaining planning input data;

3) Development of planning documentation and its examination;
4)

Obtaining a construction permit;

5)

Performance of construction
works;

6)

Technical inventory of property;

7) Commissioning (acceptance
into operation) of a constructed property
8)

Registration of title to a newly
constructed property.

Construction may be carried out on
land plots owned on the basis of the
ownership right or the right of use
(including lease, permanent land
use or superficies). The constructor
should consider the designated purpose of the land plot and nominal
zone according to the city-planning.
The latter, in particular, establishes
the strict parameters for construction, including the maximum height
of buildings.
Planning input data is submitted to
the owner or the lessee of a land
plot by the local authorities on the
basis of a respective application on
an intended construction on such a
land plot. Planning input data consist of the city-planning conditions
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and restrictions as well as a planning assignment of the client.
Development of planning documentation is performed according
to the contract with an architect
on the basis of city-planning conditions and restrictions. Depending
on complexity, Ukrainian legislation establishes five categories of
property under construction. The
lower is the category of complexity, the fewer procedures and approvals for construction are required
by the law.
Construction works may be commenced pursuant to one of the
following documents:
•• A notification on the commencement of construction works;
•• A registered declaration on commencement of construction works;
•• A permit for performance of construction works.
A permit for performance of construction works must be obtained
for the property with assigned
IV-V categories of complexity. Such
a permit is issued by a local authority of the State Inspectorate of Architectural and Construction Control.

According to the Ukrainian legislation, a contractor is entitled to subcontract work, unless otherwise is
provided by the main contract. However, the contractor remains fully
responsible to the client for work
performed by the sub-contractors.
Technical inventory of property
is performed in order to define the
area and the size of the newly constructed property, and review and
evaluate its technical characteristics. Technical inventory is mandatory in the following cases:
•• Before the commissioning of
completed construction objects,
including after the reconstruction
and repair;
•• Before state registration of ownership to an unfinished property;
•• Before state registration of ownership rights to real estate that has
been created by splitting, merging
or sub-division of the existing one.
Property may be used and operated
only upon commissioning. The
commissioning of property certifies that it has been constructed
i n a ccor d a nce w it h pl a n n i n g
documentation as well as wit h
applicable construction norms
and standards.
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Property falling under I-III categories of complexity is commissioned by an authorized state body
based on the so-called declarative
principle upon the registration of
the declaration that the property is
ready for operation.
Property falling under IV-V categories of complexity is commissioned by way of the issuance of a
certificate of conformity. An authorized body conducts an on-site
examination of the constructed
object. In case of satisfactory results of the examination, it issues
a certificate of conformity.
A registered declaration on readiness of property for operation or a
certificate of conformity serves as
the basis for both the following:

also be registered upon submission
of the owner in order to enable its
sale, pledge or other transactions.

3.6.4. Land Ownership
for Foreigners
L a nd plot s may be purc ha sed
by foreign citizens and foreign
entities, though with certain limitations.
First of all, foreign citizens and
foreign entities are not allowed to
acquire agricultural land.
Foreign citizens and legal entities
are permitted to own the following
non-agricultural land in Ukraine:
•• Within residential areas if they
acquire a real estate object on it; or

•• 	The registration of the title to the
newly constructed property;

•• Outside residential areas if they
purchase real estate on it.

•• T he conclusion of necessar y
utilities agreements a nd t he
connection of the newly constructed object to the engineering
infrastructure.

Unlike foreign citizens, foreign
entities are additionally allowed
to acquire land within residential
areas for building a real estate
object on it for use in their business
operations.

A last stage which completes the
entire construction process is registration of ownership title to a newly
constructed property. Such title to
property under construction may

Legal entities jointly owned by
U krainia ns a nd foreig ners are
equated to foreign entities for the
purposes of land legislation. They
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are generally subject to the same
limitations as foreign entities with
regard to owning land in Ukraine.
Land plots which are owned by the
state or the local municipalities may
be sold to foreign legal entities only
after the registration of their representative office in Ukraine empowering them to conduct commercial
operations.

3.7. Privatization
3.7.1. General Overview
The majority of state-owned enterprises had been privatized by 2004,
but a number of large-scale enterprises still belong to the state.
The specific objectives, quotas,
and methods of privatization for
each year are outlined in the state
privatization programs adopted by
the Parliament. At the moment of
writing, the state privatization program for the years 2012 through
2014 remains effective.
C ur rent ly, t he gover nment of
Ukraine is considering the wide
list of state enterprises subject to
privatization. It is expected that the
new privatization list will include
such well-known enterprises as

Ukrspyrt, Ukrnafta, Turboatom and
Odessa Port Factory.
The main statutes governing the
sector are the Laws of Ukraine are
as follows:
•• On Privatization of the State
Property;
•• 	On Privatization of the Property
of Small State-Owned Enterprises;
•• On State Property Fund of Ukraine;
•• On Peculiarities of Privatization
of Assets in Agriculture.

3.7.2. Methods and Rules
of Privatization
The State Property Fund with its
regional branches and offices is
a state authority responsible for
privatization in Ukraine.
Privatization can be conducted by
the following methods:
•• A share deal (shares in a stateowned enterprises are sold); or,
•• An asset deal (state property is
sold itself).
It is noteworthy that in some cases
not a whole enterprise is subject to
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privatization, but only its structural
division that can function as a going
concern.

3.7.3. Contractual
Arrangements
in Privatization

It is also worth mentioning that by
means of privatization a bidder can
gain control over a land plot on which
the enterprise subject to privatization is located. Thus, in some cases
the underlying land plot, rather than
production facilities located on it, is
of primary interest to the bidders. As
a general rule, privatization is done
in a way that makes sure there is
competitiveness among the bidders.
That is, privatization can involve an
auction, an open tender or the sale
of shares at a stock exchange. In certain cases, shares can be even sold at
a foreign stock exchange, including
as depositary receipts.

A title to privatized property is
evidenced by the sale and purchase
agreement entered into by t he
purchaser and the privatization
authority. The sale and purchase
agreement must be executed in
writing and be certified by a notary.
The privatization agreement may
include the following investment
obligations:

There are additional requirements
for the sale of shares in “strategic
enterprises”. If a state enterprise
to be sold is identified as “strategic,” the bidders must disclose to
the privatization authorities their
relations of control.

•• Preservation of main types of
operations;
•• Modernization of the production;
•• Compliance with the mobilization
targets;
•• Ensuring social guarantees for
the employees;
•• Obligations with regard to environmental protection;
•• Repayment of the debts.

If the stake to be acquired in a strategic enterprise exceeds 25 or 50 %
or is otherwise deemed to grant
controlling powers in respect of the
enterprise, then the approval of the
AMC must be obtained prior to the
purchase.

The parties to the privatization process may agree upon other investment obligations.
The period of time for the fulfillment
of such investment obligations,
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except the obligation regarding the
compliance with the mobilization
targets, may not exceed five years.
Any transfer of shares (property)
subject to investment obligations
must be approved by the privatization authorities. The transfer
is generally prohibited until the
investment obligations are performed in full. If the transfer is
approved before the full compliance with the investment obligations, the investment obligations
must be assumed and carried out
by the new owner.

3.7.4. Liability
In case of a full or partial failure
to comply with the requirements
of the sale-purchase agreement the
following penalties may be imposed
on the purchasers:
•• 20 % of the sale price of the privatized property in case of 30-days
non-payment of the sale price;
•• 100 % of the amount of the nonperformed obligation (but not less
than the 10 % of the sale price
of the privatized property) if the
privatized company has gone
bankrupt as a result of non-performance of its contractual obligations by the purchaser;

•• 10 % of the value of the privatized property in case of failure
to comply with the obligation to
preserve the main operations of
the privatized company within a
specified period of time;
•• 10 % of the tax debt in case of
failure to comply with the obligation to discharge this debt.

3.8. Dispute

Resolution

3.8.1. General Overview
The Constitution of Ukraine states
that the jurisdiction of Ukrainian
courts covers all legal relations
existing and arising in our country.
It means that any dispute can be
resolved through the submission of
a respective claim to the court and
its further consideration.
In Ukraine legal proceedings are
performed by the Constitutional
Court a nd general jurisdiction
courts.
The Constitutional Court decides
on t he constitutionality of t he
laws and other statutory instruments. In addition, it interprets the
Constitution as well as other laws.
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The general jurisdiction courts are
resolving civil, criminal, commercial, administrative disputes and
cases related to administrative
offences.
The general jurisdiction courts can
be divided by hierarchy, specialization and territory.
In particular, there are four different hierarchic levels of general
jurisdiction courts: local courts
(first instance), courts of appeal
Specialization

Courts
of appeal

Highest
Specialized
courts

In terms of specialization, Ukrainian
courts can be divided into common
courts, commercial courts a nd
administrative courts.
The division of the courts by territory is shown in the chart below.

Common courts

Commercial
courts

Administrative
courts

District courts,
district courts in cities,
municipal courts, municipal and distric t
courts

Commercial Court of
Crimea, commercial
cour ts in regions,
Kyiv and Sevastopol

Circuit administrative courts

Commercial courts
Courts of Appeal in of appeal created in
regions, Kyiv, Sevasto- appeal circuits (1 cirpol and Crimea
cuit includes several
regions)

Administrative courts
of appeal created in
appeal circuits (1 circuit includes several
regions)

Hierarchy

Local courts

(second instance), highest specialized courts (third instance) and
the Supreme Court. The latter has
the status of the highest court in
Ukraine among general jurisdiction courts.

Highest Specialized
Highest Commer- Highest AdministraCour t for Civil and
cial Court of Ukraine tive Court of Ukraine
Criminal Cases (based
(based in Kyiv)
(based in Kyiv)
in Kyiv)

Supreme Court (based in Kyiv)
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Since Ukraine is viewed as a civil law
country, Ukrainian court judgments
are not normally considered as a
source of law, nor are they considered
binding for other Ukrainian courts
ruling on similar cases.
However, in some cases the findings
of the Supreme Court on the application of the provisions contained
in the statutes and statutory instruments shall be taken into account by
the courts of lower instances while
applying these provisions. At the
same time, the derogation from
these findings is possible provided
that it is well-grounded.
Irrespective of the branch of general
jurisdiction courts involved, a
claimant can seek the issuance of a
preliminary injunction. It normally
takes the form of the following:

Ukraine a pre-trial settlement of
economic disputes is established.
However, the parties are not obliged
to stick to it. Any enterprise, institution, organization or another legal
entity (including foreign one) and
any individual entrepreneur can
have recourse to the commercial
court without the prior resort to
pre-trial settlement. In some cases
such claims can also be filed by
natural persons not registered as
individual entrepreneurs.
The jurisdiction of commercial
courts covers a number of economic
disputes related to the following:
•• Execution, alteration, termination and performance of contracts;
•• Privatization;
•• Bankruptcy;

•• The arrest of the respondent’s
assets or other prohibitive action
in respect of the respondent in
commercial and civil cases; and
•• The suspension of the contested
public decision in administrative cases.

3.8.2. Commercial
Litigation
According to the provisions of the
Commercial Procedural Code of

•• Anti-trust issues raised by the AMC;
•• Corporate relations (relationship
between an enterprise and its
shareholders or between shareholders of one enterprise);
•• Land issues between business
entities, etc.
Under the Court Fee Law, a claimant
is supposed to pay a court fee before
filing a claim to the commercial
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court. The fee normally constitutes
2 % of the amount of the claim. For
large-scale claims the fee is capped
at UAH 73,080 (approx. EUR 2,950).

3.8.3. Administrative
Litigation
In some cases, t he right s a nd
interests of individuals and /or
legal entities (including foreigners
and foreign legal entities) can be
violated by the unlawful decisions,
actions or inactions of the state and/
or municipal bodies.The system
of administrative courts is designed
to resolve these public disputes.
In particular, administrative courts
consider the following issues:
•• Challenging statutory instruments or individual decisions,
actions or inactions of the state
and/or municipal bodies;
•• Public service matters;
•• Disputes between the state
and/or municipal bodies;
•• Election matters, etc.
It is worth mentioning that tax
disputes are within the jurisdiction
of the administrative courts.

It is important that a burden of
proof in cases falling under the
jurisd ict ion of ad mi nist rat ive
courts rests with state/municipal
authorities. It is these authorities that must prove the lawful
character of their contested decisions before the court. A claimant
is not supposed to prove the unlawfulness of such decisions.
However, to the best of our knowledge, t he above principle has
seriously eroded recently, especially when it comes to tax cases.
As a matter of fact, the courts very
often lift the burden of proof from
the fiscal authorities in tax cases
and require the claimants to prove
the unlawfulness of challenged
decisions.
Under the Court Fee Law, a claimant
is supposed to pay a court fee before
filing a claim to the administrative
court. The fee normally constitutes
2 % of the amount of the claim. For
large-scale claims the fee is capped
at UAH 4,872 (approx. EUR 200).

3.8.4. Civil Litigation
The main purpose of civil litigation
is to protect violated rights and
interests of individuals and legal
entities. Such a mission is vested
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in the common courts. They hear
cases related to civil, housing, land,
family and labor matters.
Cases falling under the jurisdiction
of the common courts normally
arise either between these parties:
•• Individuals non-registered as
entrepreneurs on both sides; or
•• Bet ween a n i nd ividua l nonregistered as an entrepreneur on
the one side and a legal entity/a
registered individual entrepreneur on the other side.
Moreover, the common courts are
in charge of the recognition and enforcement of international arbitral
awards and foreign court judgments.
Under the Court Fee Law a claimant
is supposed to pay a court fee before
filing a claim to the common court.
The fee normally constitutes 1 % of
the amount of the claim. For largescale claims the fee is capped at
UAH 3,654 (approx. EUR 150).

3.8.5. Arbitration
Some categories of disputes can
be considered by the international
commercial arbitration upon the
agreement of the parties (arbitration clause). These are the following:

1)	Disputes arising from contractual and other civil relations
within international economic
relations provided that the commercial enterprise of at least
one of the parties is situated
abroad (not in Ukraine);
2)	Disputes between enterprises
with foreign investments, disputes between their members
as well as their disputes with
other legal entities in Ukraine.
International commercial arbitration can be created either for the
consideration of one specific case
(ad hoc), or can exist as an institutional international commercial
arbitration. The latter is represented
in Ukraine by the International
Commercial Arbitration Court and
the Maritime Arbitration Commission. Both of these institutions are
organized at the Ukrainian Chamber
of Commerce and Industry.
In addition, any dispute arising
from civil and economic relations
and not involving foreign parties
can be considered by a local court of
arbitration operating within the territory of Ukraine. It should be noted
that some categories of cases are
unambiguously excluded from the
jurisdiction of such domestic courts
of arbitration. These are the cases
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concerned with bankruptcy, real
estate, labor, corporate disputes etc.

3.8.6. Recognition of
Foreign Court Judgments/
Arbitral Awards
Foreign court judgments in civil and
commercial cases are recognized
and enforced in Ukraine provided
that such a possibility is envisaged
by an international treaty binding
on Ukraine. If there is no such a treaty,
the judgments can still be recognized and enforced on the basis of
the reciprocity principle. It is assumed that the reciprocity exists as long
as there is no evidence to the contrary.
When it comes to foreign arbitral
awards, they are recognized and
enforced in Ukraine based on the
1958 New York Convention on the
Recognition and Enforcement of
Foreign Arbitral Awards. Ukraine
is a party to this Convention.
Ukrainian legislation establishes
a 3-year term for the enforcement
of foreign court judgments and
arbitral awards. The starting point
for running this term is the date at
which the judgment/award comes
into force.
The cases on the enforcement of
foreign court judgments and arbitral

awards are resolved by the local
common courts at the place of the
registration of the debtor (respondent). In order to initiate the case,
the creditor (claimant) should file
a motion accompanied by a set of
the supporting documents (a copy of
the foreign court judgment/arbitral
award to be enforced, and a power of
attorney, etc.).
Ukrainian law contains a list of
grounds based on which the motion on the enforcement can be
dismissed. These grounds predominantly relate to some procedural
matters and do not normally allow
the Ukrainian courts to revise the
substance of the judgment/award
to be enforced.
A mong t hese grou nds are t he
following:
•• The foreign court judgment/arbitral award has not come into force;
•• The debtor was not notified on the
place and the date of the trial;
•• The case falls within the exclusive jurisdiction of the Ukrainian
courts;
•• The enforcement of the judgment/
award can threaten the interests
of the state, etc.
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However, it must be kept in mind
that in any case the ruling of the
local common court on the enforcement is not final. It can be further
challenged to the higher courts.

3.8.7. Application
of Foreign Law
Ukrainian courts can apply foreign
substantive law in certain cases
involving cross-border transactions.
The most common situation where
foreig n law ca n be applied by
Ukrainian courts is where a dispute
arises from a contract governed by
foreign law.

3.9. Financial
Services

3.9.1. General Overview
of Financial Services
Sector
The main statute governing the
sector is the Financial Services Law.
The Financial Services Law can be
considered the founding statute
for the whole sector. Other special
statutes cover only certain types of
financial services.

They include the following Laws of
Ukraine:
•• On Banks and Banking Activity;
•• On Insurance;
•• On Private Pension Funds;
•• On Credit Unions, etc.
The main regulator in the area
at hand is the Financial Services
Commission. Cer t a i n t y pes of
financial services are regulated
by other authorities. For example,
the NBU catches banking services
and the NSSMC is concerned with
stock market.

3.9.2. Financial Services
The exhaustive list of financial
services is stipulated by the Financial Services Law. It includes such
operations as the following:
1)

Issuing and maintaining payment instruments (credit cards,
traveler’s checks, etc.)

2)	Trust services with respect to
financial assets;
3)	Conducting exchanges of foreign currency;
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4)	Attraction of financial assets on
a returnable basis;
5) Financial leasing;

The examples of financial institutions are banks, mutual investments
funds, pawn brokers, leasing companies, insurance companies, trusts
companies, etc.

6)	Providing loans;
7)	Providing guarantees;
8)

All financial institutions must be
included in the relevant registers
maintained by their regulators.

Insurance services;

9)	Professional operations at the
stock markets;
10) Factoring;
11) Banking and other financial
operations performed under
the Law of Ukraine “On Banks
and Banking Activity”, etc.
The rendering of financial services
that are not included in the above
list is prohibited.

3.9.3. Financial
Institutions
Financial services must be exclusively performed by financial institutions.
Financial institutions are legal
entities providing one or several
financial services, as well as other
services associated with financial
services.

A separate license may be needed
for a financial institution to start
rendering certain financial services.
A fina ncial institution may be
established in any organizational
and legal form, unless otherwise
provided by legislation for some
financial services.
As usual, the legislation sets forth
minimum share capital requirements for certain financial institutions. These may vary considerably,
depending on the type of a financial
institution.
The participation of foreign entities
and individuals in Ukrainian financial institutions is not limited. In
order to enter the Ukrainian market
of financial services, a foreign
investor can either do the following:
1)	Set up a new financial institution, or
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2)

Buy an existing financial institution.

3.9.4. Financial Services
Commission
The National Commission for the
Regulation of Financial Services
Markets of Ukraine is a governmental body responsible for the
regulation of (non-banking) financial services.
The NCRFSMU is authorized to do
the following:
•• Register financial institutions;
•• Issue licenses to insurance companies, consumer finance and other
financial institutions;
•• Adopt regulations in the sphere
of financial services;
•• Set out mandatory capital adequacy and liquidity ratios for financial institutions;
•• Impose administrative sa nctions;
•• To hold on-site and off-site inspections of financial institutions;

•• Bring an action in a civil or commercial court regarding regulatory breaches;
•• Issue mandatory warnings to
financial institutions in respect of
their breaches of applicable laws
and regulations;
•• Initiate criminal or anti-trust proceedings.

3.9.5. Licensing
An appropriate license from the
NCRFSMU may be needed for a
financial institution to start rendering
some financial services.
The NCRFSMU issues licenses to
financial institutions for the following operations:
•• Insurance activity;
•• Administering private pension
funds;
•• Issuing financial loans using
attracted funds;
•• Rendering of any other financial
services contemplating the direct
or indirect raising of funds from
individuals.
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3.10. Securities
& Stock Market

3) Mortgage-backed securities
(mortgage bonds; mortgage
certificates and hypothecated
stock);

3.10.1. General Overview

4)	Privatization securities;

Tra nsactions in securities are
primarily regulated by the Law
of U kraine “On Securities a nd
the Stock Market” and the Law
of Ukraine “On State Regulation
of the Stock Market in Ukraine”.
These laws were actively amended
throughout 2013 and 2014.

5)	Derivatives;

All transactions on the stock market
are under the control of the NSSMC.

3.10.2. Classification
of Securities
Under Ukrainian law securities can
be grouped as follows:
1)

Equity securities (shares, investment certificates, certificates
issued by funds of real estate
transactions;

2)	Debt securities (corporate bonds,
sovereign notes, municipal
notes, treasury bills, savings
(deposit) certificates, bills of
credit, bonds of international
financial institutions, bonds of
the Deposit Guarantee Fund);

6)	Title securities (commodityrelated securities).
Moreover, securities can be classified as follows:
•• Documentary (certificated) securities;
•• Non-documentary (book-entry or
electronic) securities, and as:
•• Registered securities;
•• Bearer securities; and
•• “Entitlement order” securities
(e.g. promissory notes to be transferred by means of endorsement).

3.10.3. Professional
Operations in Stock
Market
The following professional operations exist in the stock market:
•• Trade in securities;
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•• Asset management;
•• Depository operations;
•• Stock exchange operations; and
•• Clearing operations.
The general rule is that a business
entity cannot carry out two or more
of the above-given types of professional operations simultaneously.
Nevertheless, some exceptions
are available. For example, banks
are allowed to carry out trade in
securities and depositary operations (in particular, custody operations) at the same time.
Professional operations in the stock
market are normally carried out on
the basis of a license issued by the
NSSMC.

3.10.4. Licensing
of Securities Traders
As mentioned earlier, professional
operations in the stock market are
licensed by the NSSMC.
With regard to trade in securities,
the following specific operations are
licensed:
(i) Broker operations (a securities
broker transacts in securities

either in its own name or in the
name of the client, but in any case
at the expense of the client);
(ii) Dealer operations (a securities
dealer transacts in securities in
its own name and at its own expense; it intends to make profits
on the subsequent resale of the
purchased securities);
(iii) Underwriting (placement of
securities upon instruction, in
the name and at the expense of
the client); and
(iv) Securities management (a trader manages the pool of securities entrusted by the client for
the benefit of the latter).
It is noteworthy that a securities
trader is not permitted to hold a
share of more than 10 % in another
securities trader. In line with this
requirement, the NSSMC is entitled
to refuse to license both a company
more than 10 % shares of which is
owned by a securities trader and a
company holding more than 10 %
shares in a securities trader.

3.10.5. Depository System
In 2013, the Law of Ukraine “On
Depository System of Ukraine”
came into force.
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Under the law the CSD has been
established on the basis of the
National Securities Depositary of
Ukraine. To date, the CSD is a sole
depository in Ukraine dealing with
all mass-issue securities.
At the same time, the Clearing
Centre has been established on the
basis of the All-Ukrainian Securities Depositary. The Clearing
Centre is considered to be a bank.
It is responsible for cash settlements
of transactions in securities entered
into either on the stock exchanges or out of them. The Clearing
Centre only processes transactions
involving a “delivery versus payment” method of payment.

3.10.6. Stock Exchanges
Securities are traded in Ukraine on
several stock exchanges. Currently,
10 stock exchanges are operating
in Ukraine.
Members of the stock exchanges
accounted for more than 160 compa nies in 2014, headquar tered
mostly in Kyiv. The stock exchange
list accounts for nearly 800 entities wit h 11 of t hem classified
under the first level of listing, 143
the second level of listing, and the
rest have been assigned zero level
of listing.

3.10.7. Placement
of Securities by Foreign
Issuers
According to Ukrainian law, securities of foreign issuers can be admitted to trading in Ukraine subject to
compliance with a number of requirements. Of many other requirement,
we can point out to the following:
•• The securities of foreign issuers
must be capable of being entered
into a correspondent account
of the CSD opened in a foreign
depository institution;
•• The securities of foreign issuers
must be admitted to trading on at
least one foreign stock exchange
included into the approved list of
the NSSMC and must have there
sufficient liquidity;
•• The foreign issuer must have
certain assets in Ukraine.
It is the NSSMC that decides on
the admission to trading of foreign
securit ies. T he NSSMC has to
adopt its decision on this matter
within 30 days upon the receipt of
all the required documents from a
foreign issuer.
A foreign issuer should be ready to
comply with the specific require-
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ments on information disclosure
established by Ukrainian law.

•• Copyrights and related rights;
•• Scientific discoveries;

Some information is disclosed regularly (on a quarterly and annually
basis) and some information is
disclosed upon its origination. The
latter involves specific information
that can influence the price of securities (e.g. changes in management
and major shareholders, additional
placements of securities, etc.).

•• Inventions;

3.11. Intellectual

•• Utility models and industrial
designs;

Property

3.11.1. General Overview
The Ukrainian system of IP consists of both international regulations and national legislation. As
a general rule, in case of a conflict
between the provisions of national
legislation and an international
treaty, the latter prevails. However,
in most cases national legislation
fully adopts the provisions of the
international IP treaties, so discrepancies are not numerous.
As in many other countries all
over the world, Ukrainian legislation affords protection for the
following:

•• Layout-designs (topographies) of
integrated circuits;
•• Technical improvements;
•• Plant and animal varieties;

•• Trademarks and trade names;
•• Appellations of origin and trade
secrets.
However, some things remain to be
done, including the following:
•• T he i nt roduc t ion of spec ia l
legislation on the protection of
scientific discoveries and animal
varieties as well as registration of
Internet domain names;
•• The implementation of certain EU
directives in order to harmonize
Ukrainian IP legislation with the
appropriate European standards.
It is worthwhile mentioning that, in
addition to being a party to multi-
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lateral and bilateral IP international
treaties, Ukraine is a WTO member.
Thus, it is subject to the TRIPS as well.
The main registration, controlling
and searching authority is the IP
Service.
Ukrainian citizens and companies
can address the IP Service either
directly or via patent attorneys
and other representatives. When it
comes to non-residents and stateless
persons, they should communicate
with the IP Service exclusively
through duly registered Ukrainian
patent attorneys.

3.11.2. Copyrights
and Related Rights
Under Ukrainian law, protection by
copyright is granted in Ukraine to
works of literature, science, music
and fine arts, translations, computer
software and databases, etc. The
protection is given, regardless of
the following:
•• Whether such works have been
made publicly available;
•• Their purpose, genre, completeness, volume or purpose (education, information, advertisement,
propaganda, entertainment, etc.);

•• Their scientific, literary or artistic
value.
Computer software is protected as
literary works. Rights of performers,
phonograms producers and broadcasting organizations are viewed as
related rights and are also protected
by Ukrainian IP law.
A ny work is protected by copyright, regardless of its form (oral
or written). The protection arises
by mere virtue of the creation of a
work of art. No mandatory registration of copyrights and related rights
are required.
However, where performed by the
IP Service, such a registration
gives copyright holders more possibilities with regard to the protection of their rights.
Ukrainian law enshrines both proprietary and non-proprietary rights
of an author. Non-proprietary rights
are personal. They belong to an
author, regardless to whom the
proprietary rights belong. Non-proprietary right cannot be transferred
from an author to another person.
Non-proprietary rights are protected permanently and include,
among other rights:
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•• The right to claim authorship;
•• The right to prohibit revealing
the author’s name or use a pseudonym,
•• The right to claim the integrity
and object any modification of the
work, etc.
Proprietary rights, in turn, are
generally protected during the
author’s lifetime plus a 70-year period following his death. A proprietary rights holder is, in particular,
authorized to do the following:
•• Use the work;
•• Transfer the proprietary rights to
the work to another person;
•• Authorize (license) the use of the
work by another person;
•• Prohibit any person from using
the work.
Proprietary rights to a work created
by an employee as part of his job
duties, generally belong to both
the employee and the employer,
unless otherwise is provided in
the agreement between them. The
same rules apply to works created
by a hired (commissioned) author
under other types of agreements. In

these cases, the proprietary rights
belong to both the author and the
client, unless otherwise stated in
the binding agreement.

3.11.3. Trademark
Protection
Under Ukrainian law, a trademark
is a mark by which the goods and
services of one person are distinguished from the goods and services
of another person. Legal protection
may be granted to any trademark
that does not contravene public
policy, principles of humanity or
morality and provided that there
are no other grounds to deny its
protection.
A trademark may represent any sign
or a combination of signs, including
words, letters, numbers, images,
colours, etc. However, certain signs
are directly excluded from being
protected as trade marks. These
include the following:
•• State emblems and insignia;
•• Official names of states and international organizations;
•• Signs commonly used in connection with a particular group of
goods or services;
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•• Signs that cannot distinguish the
goods or services of one trader
from similar goods and services
of another trader, etc.
The above signs may, under certain
circumstances, form part of a registered trademark as elements exempt
from protection.
No legal protection can be granted
to the following:
•• Trademarks which may cause
confusion with regard to goods
or services or the identity of their
manufacturer;
•• Trademarks of another person
under the protection of the international treaties, including wellknown trademarks, etc.
Legal protection is granted for the
following:
•• Trademarks registered pursuant
to the established procedure by
the IP Service;
•• Well-known trademarks recognized as such by the Chamber of Appeal of the IP Service or the court.
Legal protection for a trademark is
granted by the certificate of the IP
Service. The legal protection lasts for

10 years from the date of the filing
of the application for trademark
registration. Legal protection may
be repeatedly prolonged for another
10 years each time it expires.
The protection granted to a registered trademark is generally limited
to its image reproduced in the IP
Service’s certificate and to the goods
and services listed in it.
The following are rights of the
trademark holder:
•• The holder can use the trademark
(by means of indication it on the
goods, by using it in the course
of providing services, in business
documentation, for advertisement purposes, etc.);
•• The holder can prohibit other persons from using the trademark;
•• The holder can license other persons to use the trademark;
•• Transfer his rights to a trademark to
another person in full or partially.
A trademark holder has the obligation to use the trademark in good
faith. If the trademark has not been
used in Ukraine for 3 years, a court
may terminate its registration under
the claim of any person.
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Agreements on trademark transfers
are subject to mandatory registration by the IP Service. Licensing
agreements with respect to trademarks are not subject to such a
mandatory registration. Nonetheless, they may be registered with
the IP Service at the discretion of
the parties.
Ukraine is a party to the Madrid
Agreement and the Madrid Protocol.
Interested parties can use both systems for the international registration of trademarks in the territory
of Ukraine.

3.11.4. Protection
of Inventions / Utility
Models / Industrial
Designs

Some objects (for example, varieties
of plants and breeds of animals,
layout-designs (topographies) of
integrated circuits) cannot be protected as inventions. They must be
protected under special procedures.
To receive the protection, an invention must meet these criteria:
•• Be new (on worldwide terms,
within the relevant area of science
and technology);
•• Be useful (may be used in industry);
•• Represent an inventive step (to be
non-obvious).
An invention should not contravene
public policy, principles of humanity and morality.

Under Ukrainian law, rights to inventions, utility models and industrial
design are subject to mandatory
patent registration. Such a registration is performed by the IP Service.
The applicant receives the patent
confirming his authorship and title
to the invention, utility model or
industrial design.

Rights under the patent for an
invention are protected for 20 years
from the application date. T he
validity term for some patents
(pharmaceuticals, plant protection
products, etc.) may be extended for
up to further five years.

New products and processes as well
as new uses of existing products
or processes can be registered as
inventions.

Like inventions, utility models may
catch new products or processes, as
well as new uses of existing products
or processes. At the same time,
unlike inventions, utility models
should not necessarily represent
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an inventive step. The compliance
with the criteria of novelty and
usefulness only would suffice for
their legal protection.

•• To use the objects under the patents;

The period of legal protection for
utility models is much shorter than
that for inventions. It amounts to 10
years from the application date (as
against 20 for inventions).

•• Transfer the rights to the patents
to other persons in full or partially;

Industrial designs enshrine forms,
drawings, paintings or their combination that define the appearance of
an industrial product and have been
designed for meeting aesthetic and
ergonomic needs.
Just as with inventions and utility
models, a potent ial indust rial
design should not contravene public
policy, principles of humanity and
morality. As opposed to inventions
and utility models, the only one
criterion of patentability applies to
industrial designs. This is a criterion
of novelty. Two other criteria of
patentability are not applicable to
industrial designs.
A patent for an industrial design
is issued for 10 years and may
be renewed for up to further five
years. Holders of patents in respect
if inventions, utility models and
industrial designs are entitled to
the following:

•• Prohibit other persons from using
the objects under the patents;

•• License other persons to use the
objects under the patents.

3.12. Consumer

Protection
& Product

Liability

3.12.1. General Overview
The main piece of legislation on consumer protection is the Consumer
Protection Law. In addition, general
principles of consumer protection
are specified in the Civil Code and
the Commercial Code.
The Consumer Protection Law provides for the invalidation of provisions of agreements restricting
consumer rights. It also prohibits
unfair commercial practices and
determines types of activities which
fall under the definition of unfair
commercial practices.
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Unfair commercial practices, in particular, include the following:

fying their proper quality.

b)			Any activity (inactivity) which
is misleading or aggressive in
relation to a consumer.

As regards t he quality of food
products, Ukrainian legislation
lays down specific rules. The Food
Quality Law envisages the list of
documents confirming the quality
of food products that are necessary for their sale, production and
importation into Ukraine.

The Consumer Protection Law provides for the non-exhaustive list
of examples of unfair commercial
practices. Any agreements executed as a result of unfair commercial practice are considered null
and void.

Furthermore, all food products
are subject to regular mandatory
inspections of the SSES. Under the
Food Quality Law, food production
or food trading units, must obtain
special exploitation permits of the
SSES.

3.12.2. Quality
Requirements

3.12.3. Warranty Terms

a)			The performance of actions
quali- fied by the legislation as
unfair competition;

Under the Consumer Protection
Law, merchants (manufacturers
of goods, providers of services)
must provide the consumer with
goods, works, services (together
the “Goods”) of good quality and
accompanied by sufficient information about the Goods.
Upon a consumer’s request, the merchant must provide the consumer
with the documents confirming the
proper quality of the Goods.
Goods brought into Ukraine should
be accompanied by documents certi-

First of all, it must be noted that the
Consumer Protection Law distinguishes between a warranty term
and a term of service. The term of
service is normally much longer
than the warranty term. Under the
warranty term, the seller/manufacturer is responsible for all defects
of the goods. Under he term of
service, the manufacturer is only
responsible for the essential defects
of the goods.
By “essential defects” Ukrainian
consumer protection law means
serious defects that, for example,
can exclude the utilization of the
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product according to its designated
use or appear again and again after
the preceding repairs are made.
The term of service can be fixed
either by the relevant regulations
or by the agreement with the consumer. If the term of service is not
fixed in either way, it is considered
to be 10 years. The consumer may
ask the manufacturer to eliminate
the essential defects of the product
within the whole duration of the
term of service.
Like the term of service, the warranty term can be also fixed either by
the relevant regulations or by the
agreement with the consumer. If the
warranty term is not fixed in either
way, it is considered to be two years
(for real estate objects – 10 years).
Should a defect of the product be identified within the warranty term, the
consumer can ask the seller/manufacturer either of the following:

•• To decrease the product’s price;
•• To eliminate the defect free of
charge within the reasonable
period of time (at default, 14 days
period applies); or,
•• To reimburse t he costumer’s
expenses incurred in relation to
the elimination of the defect.
If the defect at issue appears to be
essential, in addition to the above
three claims, the consumer can ask
the seller/manufacturer either of
the following:
•• To terminate the sale purchase
agreement and to return the funds
paid for the product to the costumers; or,
•• To replace the product with the
same or similar one available to
the seller/manufacturer.

3.12.4. Liability for Violation of Consumer Rights
No

Violation

Penalties

1

Breach of warranty obligations

10 times value of the goods concerned

2

Production or sale of goods non50 % - 300 % of the value of the goods concompliant with relevant technical cerned
regulations
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No

Violation

Penalties

3

Failure to maintain and provide to 30 % of the value of the goods concerned
consumers sufficient information on
the goods to be sold

4

Sale of expired food products

5

Breach of contractual obligations Up to 100 % of the value of the service conunder a service provision agreement cerned
concluded with a consumer

6

Failure to carry out a free of charge
repair in the scope of the warranty
obligation

200 % of the value of the goods concerned

Daily default interest amounting 1 % of the
value of the product concerned

3.12.5. Control of State
Authorities

•• Suspending the production and
sale of non-compliant goods;

The SSUFSCP and its local regional
bodies is the central state authority
in Ukraine for consumer protection.
It is vested with a wide range of
powers.

•• Filing claims to courts regarding
the protection of consumer rights;

The powers of the SSUFSCP, in particular, include the following:
•• Issuing mandatory instructions
to merchants regarding the elimination of the violations of consumer rights;
•• Carrying out inspections of merchants with respect to quality and
safety of their products;
•• Entering trade, production, warehouse and other premises of merchants;

•• Imposing administrative penalties on persons breaching consumer protection legislation.

3.13. Employment
3.13.1. General Rules
of Employment
Ukrainian labour legislation applies
to all Ukrainian employers and their
employees, regardless of whether
such employees are foreign nationals or Ukrainians.
Equal job opportunities and guarantees of fair treatment of all emplo-
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yees, irrespective of their origin,
social and financial position, race,
nationality, language, etc. are stipulated by the Ukrainian labour legislation.
Ukrainian law provides for the mandatory quotas for employment for
certain categories of employees (e.g.
disable people).

3.13.2. Employment
of Foreign Employees
It is a general rule that in order to
employ a foreign national, a Ukrainian employer must apply for a work
permit. The foreign national is not
allowed to commence his work in
Ukraine as long as the work permit
is not issued, except for the certain
categories of employees.
Work permits are issued to foreign
employees by the local departments
of the SES in the following cases:
1)	There are no qualified Ukrainian employees, who are suitable for a certain type of work;
2)	There is a sufficient justification for t he employment of
such a foreign employee;
3)	The foreign employee was transferred by foreign employer for

certain scope of work based on
the agreement between national
and foreign enterprises;
4)	T he foreig n employee may
be classified as “intra-corporate transferee” in accordance
with Ukrainian WTO commitments; and
5)

In case of a decision to proceed
with documents in order to
declare the foreign employee as
a refugee or a person who needs
additional protection in Ukraine.

However, there are certain categories of employees which may
be employed without work permit,
i.e., foreign nationals residing in
Ukraine on the permanent basis;
foreig n national who received
permission for migration; foreign
nationals who received a status
of refugee; the foreign nationals
received temporar y protection
in Ukraine; the representatives
of foreign marine (river) transport; the employees of the foreign
mass-media with accreditation in
Ukraine, foreign nationals who work
on the projects of international technical assistance.
The recent amendments simplify
the procedure for employment of
foreign IT specialists and graduates
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of leading foreign universities. IT
specialists and graduates of leading foreign universities is deemed
automatically justified and sufficiently substantiated.
Work permits are issued for up to
one year (up to three years for intra-corporate transferees) and may
be extended for one year (for two
years for intra-corporate transferees) unlimited number of times
within the term of validity of the
labour contract.
The local department of the SES may
refuse to issue or annul an already
issued work permit only based on the
exhaustive list of grounds envisaged
by Ukrainian legislation.
Representative offices of foreign
companies in Ukraine constitute
the special case. In order to employ
foreign employees, they apply not
to the SES, but to the MEDTU.
Instead of work permits, the Ministry issues to them service cards
for foreign employees for the term
of up to three years.

3.13.3. Termination
of Employment
The grounds for the termination of
employment are listed in the Labour
Code of Ukraine. Among others,

they include such grounds as the
following:
1)

A mutual agreement of the parties in respect of the termination of the employment;

2)

The expiration of an employment contract;

3)

The termination of employment
at the initiative of an employer;

4)

The termination of employment
at the initiative of an employee.

In some cases additional grounds
for the termination of employment
can be provided in written employment contracts.
An employer is not allowed under
Ukrainian law to terminate the employment wherever he/she thinks
fit. The best way to terminate an
undesirable employee seems to negotiate a mutual agreement on the
termination of the employment.
Where impossible to negotiate such
an agreement, the reference can be
made to one of the grounds of the
termination of employment at the
initiative of an employer. These
are listed in the Labour Code and
encompass such grounds as the
following:
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•• Redundancy due to changes in
the organizational structure of
an employer;
•• Insufficient qualification or health
condition of an employee;
•• Systematic failure of an employee
to fulfill his employment duties,
etc.
Employers very often resort to
redundancy to fire the undesirable
employees. Although technically
complicated in its implementation,
this ground involves fewer risks for
the employer to lose a possible court
case brought by the fired employee.

As a matter of practice, an employment contract may provide for EUR/
USD equivalent of salaries/wages.
However, they should be converted
and paid out only in UAH. The basis of
the conversion can well be the official
exchange rate of the NBU as of the
date envisaged by the employment
agreement/contract.

3.13.5. Employment
Guarantees and Job
Protection
Ukrainian law sets forth the following
guarantees and job protection measures for employees:
i.

Ukrainian law sets out special job
protection safeguards for certain
categories of employees. For example, trade union members generally
cannot be fired at the initiative of the
employer without a prior approval of
the relevant trade union body. Furthermore, almost a full ban is placed
on the dismissals of pregnant women
or women having small children.

3.13.4. Remuneration
in Foreign Currency
Under Ukrainian law the remuneration of employees, both resident and
non-resident, should be established
exclusively in Ukrainian currency.

Minimum monthly salary/wage.
Minimum monthly salary/wage is
established by Ukrainian law. For
2015 it constitutes UAH 1, 218
(approx. EUR 52) for the period
from Jan. 1 until Nov. 30 & UAH
1,378 (approx. EUR 59) for the
period from Dec. 1 to Dec. 31,
2015;

ii.	Regular work week. Regular work
week is a maximum of 40 hours;
iii. Annual paid vacation. All employees are entitled to 24 calendar
days of annual paid vacation.
Certain categories of employees
are entitled to more lengthy paid
vacations;
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iv.	Sick Leave. The system of sick
leave guarantees a compensation for the absence at work due
to the illness of an employee;
v.

Maternity leave. Females are
normally entitled to 126 calendar days of paid maternity leave
related to giving birth to the
child. It is possible to request
additional non-paid maternity
leave until the child reaches the
age of three years (six years in
some cases).

3.14. Winding up
3.14.1. General Rules
Under Ukrainian corporate law, a
legal entity can be wound down
either voluntary, involuntary or in
the scope of bankruptcy.
Complexity and timing of liquidation procedures largely depend
on the type of company. Below we
outline general procedures which
ca n vary as applicable to each
individual case.

3.14.2. Voluntary
Liquidation
Pursuant to the Civil Code, a company can be voluntary liquidated

by a decision issued by the general
members’/shareholders’ meeting.
The general member’/shareholders’
meeting is not required to have
any special reason for adopting a
decision on the liquidation of the
company.
The liquidation procedure generally
involves the following steps:
1)	The adoption of a decision to
wind up a company;
2)	The notification of the decision
to wind up the company to the
registration authority – the
state registrar;
3)	The notification of the company’s
employees of the expected termination of their employment;
4)	The consideration of the creditors’ claims;
5)	The approval of the interim
liquidation balance sheet (prepared following the consideration of the creditors’ claims);
6)	Settling accounts with creditors according to priority set
forth by applicable legislation;
7)	The dismissal of the employees;
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8)	The approval of the final liquidation balance sheet;
9)	The distribution of the remaining assets among the members /shareholders;
10)	The closure of the company’s
bank accounts;
11)	The approval of the report on the
completion of the liquidation;
12)	The application to the state
registrar for the cancellation
of the state registration of the
company;
13)	The cancellation of the state
registration of the company by
the state registrar.
The liquidation of the company is
considered to be completed upon the
entry of the corresponding record into
the State Register of Companies.

3.14.3. Involuntary
Liquidation
Involuntary liquidation commences
on the basis of a court order. The
grounds for the court order may be
the following:
1)	The invalidation of the state registration entry of the company

due to the uncorrectable violations that occurred during its
establishment;
2)	The operation of the company
in defiance of its constitutional
documents or applicable legislation;
3)	The non-compliance of the company with a minimum share
capital requirement;
4)	The failure of the company to
submit tax returns and financial
statements over one year;
5)	The record in the State Register
of Companies confirming that
the company is not present at
its registered address;
6)	Non-reporting to the NSSMC
over two subsequent years;
7)	The failure to convene a general
shareholders’ meeting of the
joint-stock company during two
subsequent years, etc.

3.14.4. Bankruptcy
Bankruptcy applications are dealt
with by U krainian commercial
courts at the location (residence)
of the debtor.
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A bankruptcy application can be
brought by any creditor, including
state agencies such as the state fiscal authorities, and the company
itself.
In order for the bankruptcy proceedings to be initiated, the amount
of t he c la ims to t he compa ny
should be at least 300 minimal
monthly salaries (UAH 365,400,
approx. EUR 15, 68 4) and such
claims should remain outstanding at least three months after
they became due.
Bankruptcy proceedings for certain
categories of companies are conducted under special rules. Such
special rules, for example, apply to
banks, insurance companies, securities traders, certain state-owned
enterprises.

3.15. Public

Procurement
3.15.1. General Overview
Ukraine does have separate legislation
on the procurement of goods, works
and services for the needs of the state
and municipal communities. The
main purpose of this legislation is to
create competitive environment and to
develop fair competition in the sphere
of public procurement.
The main statute in the area is the
recently adopted Public Procurement Law dated Apr. 10, 2014.
The Public Procurement Law extends to procurements made by the
following:
•• State bodies;

It is noteworthy that Ukrainian
bankruptcy law provides for some
alter natives to t he liquidation
of a n i nsolvent compa ny. T he
bankruptcy proceedings can culminate in an amicable settlement
between the insolvent company
a nd its creditors. T he ba n k r uptcy proceedings can also lead
to the restoration of the company’s
solvency.

•• Municipal bodies;
•• L egal entities which are not
state or municipal bodies, but
they obtain public funds and
satisfy the needs of the state and
municipal communities.
Public procurement is carried out
in Ukraine on the basis of the non-
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discriminatory principle. It means
that foreign and local businesses are
equal in their rights to participate
in public procurement procedures.
The MEDTU is a specialized authority in the sphere of public procurement. In particular, it is in charge
of the following:
•• Implementing public procurement policy;
•• Enacting public procurementrelated statutory instruments;
•• Interpreting public procurement
legislation; and,
•• Maintaining a free of charge website related to public procurement
matters, etc.
A participant to public procurement
can have recourse to the AMC if
the participant feels his rights
or interests have been violated in
the course of a public procurement.
This state body is considered an
appeal administrative authority for
the purposes of public procurement.
In any case, an application to the
AMC should be submitted before the
execution of the public procurement
agreement. Otherwise, it falls outside of the AMC’s competence and
should be addressed to the court.

3.15.2. Covered
Transactions
The Public Procurement Law normally applies to the following:
•• Procurements of goods and services at the value that is equal
to or exceeds UAH 100 thousand
without VAT (approx. EUR 4,030);
•• Procurements of works at the
value that is equal to or exceeds
UAH 1 million without VAT (approx. EUR 40,300).
The following areas are exempt from
public procurement procedures:
•• Purchases for the purpose of state
borrowing and servicing the state
debt;
•• Purchases of goods and services
for the purpose of elections of
public officials and referendums;
•• Purchases of goods and services
required for the NBU to manage
its foreign-exchange reserves;
•• Purchases of legal services related
to legal representation in foreign
courts of law and foreign courts
of arbitration, etc.

117

Doing Business in Ukraine: Regulation

3.15.3. Procedures
The Public Procurement Law establishes five different procurement
procedures:
1.	Open bidding;
2.	Two-stage bidding;
3.	Request for quotation;
4.	Preliminary assessment of participants;
5.	Negotiations.
1. Open bidding is considered the
main and default procurement procedure. Any interested participants
are entitled to submit competitive
bids within this procedure.
The most successful bidder is selected on the basis of the established
assessment criteria.
2. For the application of two-stage
bidding one of the following conditions should be met:
i. A procuring party is not able to
define the required technical
and quality specifications of a
procurement item. Thus, it needs to
conduct preliminary negotiations
with the participants in order to

make an appropriate procurement
decision.
ii.	The procurement involves the
purchase of research and development, scientific or constructional
works or services.
At the first stage, all participants file
their preliminary competitive bids
without indicating the price. The
procuring party reviews the bids
and can carry out negotiations with
the participants in order to identify
the pros and cons of their bids. After
such negotiations are done, the
procuring party can amend technical and quality characteristics of
the procurement item.
At the second stage, the procuring party defines the list of the
participants with the most appropriate prelimi na r y compet it ive
bids. There should be at least two
such participants. At this stage,
the chosen participants file final
competitive bids with the indication of the price.
The most successful bidder is selected on the basis of the established
assessment criteria.
3) The request for quotation procedure can be applied as far as two
conditions are simultaneously met:
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•• There is the permanent market for
goods or services constituting a
procurement item;

T he most successful bidder i s
selected on the basis of established
assessment criteria.

•• The value of the procurement
item does not exceed UAH 300
thousand (approx. EUR 12,100).

5. Negotiations are regarded as
an exceptional procedure. Within
the scope of this procedure, negotiations are held with either one or
more participants. The public procurement contract is executed as a
consequence of such negotiations.

The procuring party sends a procurement requests to at least three
participants and publishes this
request on the official web-site
related to the public procurement
matters. After this publication, any
interested participants – not only
those to which the procurement
request have been sent – may submit
their competitive bids.
The most successful bidder is one
who offers the lowest price.
4. Preliminary assessment of participants procedure applies where
it is necessary to assess preliminarily potential bidders with respect
to certain complicated procurement
items. The preliminary assessment
can, namely, cover the financial
and economic performance as well
as technical and organizational
capabilities of the potential bidders.
After the preliminary assessment
is done, at least two participants
with better results are allowed to
take part at the later stages of the
procurement.

The procedure at issue can be applied under the following circumstances:
•• The absence of competition in the
relevant market;
•• The urgent necessity to carry out
a procurement due to special economic or social needs;
•• The other procurement procedures have been cancelled twice
because of the lack of the bidders;
•• The procurement of legal services
related to the defence of the rights
and interests of the state, etc.

3.15.4. Requirements
to Contractual
Arrangements
A public procurement contract is
executed in writing according to
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the provisions of the Civil Code,
the Commercial Code and the Public
Procurement Law.

•• Prolongation of the contract term
of validity due to certain objective
factors;

As a rule, the essential terms and
conditions of a public procurement
contract cannot be amended after
its execution. However, under the
following circumsta nces some
amendments are possible:

•• Agreed decrease in the prices
(without changes in quantity and
quality of the procurement items);

•• Reduction in the number of procurement items;

•• Alterations related to inflation and
changes in foreign exchange rates
(if prescribed by the contract), etc.

•• Price alterations due to the amendments of tax rates;
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4.1. Banking
4.1.1. Policy
Ukrainian banking sector consists
of two tiers:
•• The NBU which is the central
bank of Ukraine and the banking
supervisory authority; and,
•• Ukrainian banks and branches of
foreign banks duly established
and operating in Ukraine.
As of Feb. 1, 2015, there were 155
banks holding banking licenses
in Ukraine, including 50 banks
wit h foreig n capital. Nineteen
b a n k s were whol ly- ow ne d by
non-residents. The aggregate part
of foreign capital in the share capital
of Ukrainian banks constitutes
32.6 %. As of Mar. 5, 2015, 36 private banks were in the process of
liquidation. In addition, temporary
administration was introduced in
a number of banks.

There are two state-owned banks.
They are Public Joint Stock Company
“State Savings Bank of Ukraine”
(Oschadbank) and Joint Stock Company “The State Export-Import Bank
of Ukraine” (Ukreximbank), both of
which are wholly-owned by the State.
Besides, several private banks were
acquired by the State due to their
recapitalization to support liquidity.

Ukrainian banking sector is strictly
regulated by a large number of laws
and regulations.

122

Investor’s Guide 2015
Main legal acts governing the
banking sector in Ukraine include
the following:
•• Laws of Ukraine:
-- On the National Bank of Ukraine;
-- On Banks and Banking Activity;
-- On the System of Guaranteeing
the Deposits of Individuals;

-- On Joint-Stock Companies.
•• Various regulations of the NBU.
In addition, the banks’ operation
is governed by their internal regulations, policies and rules, including those based on the statutory
requirements.

4.1.2. Regulator
•
•
•
•
•
•
•
•

NBU

•
•

•
•
•

Deposit
Guarantee
Fund

Ensures stability of Ukrainian banking system and national currency;
Develops monetary and credit policy;
Issues UAH and arranges its circulation;
Establishes rules of banking transactions;
Regulates operation of payment systems and systems of money
remittance;
Supervises the banks (except for the banks with temporary administration
or in the process of liquidation);
Issues banking licenses;
Issues individual licenses for performance of certain transactions in foreign currency;
Grants prior approval for acquisition/increase of substantial participation
in Ukrainian banks;
Introduces provisional measures if there is a threat to stability of Ukrainian
banking and/or financial system (including restriction or prohibition of the
withdrawal of funds from current and deposit accounts of individuals and
legal entities, restrictions on performance of certain currency transactions
in Ukraine, transfers of foreign currency abroad, etc.);
Resolves on classifying the bank as “problematic” or “insolvent” in cases
set forth by law;
Resolves on liquidation of banks and withdrawal of the banking license;
Performs other functions set forth by law.

• Regulates participation of banks in the system of guaranteeing the
deposits of individuals;
• Collects funds and organizes the payment of reimbursement to depositors;
• Organizes temporary administration in the bank if the NBU classifies it
as insolvent;
• Submits propositions as to the liquidation of banks to the NBU;
• Organizes the bank liquidation procedure, etc.
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4.1.3. Regulation and
Licensing
In Ukraine banks can exist in the form
of a public joint-stock company or a
cooperative bank. Ukrainian banks
may open separate subdivisions
(e.g., branches, outlets, representative offices) and have subsidiaries in
Ukraine and, subject to the NBU’s
approval, establish or acquire subsidiaries, branches or representative offices abroad. Ukrainian banks
may also form banking unions and
associations.
Foreign banks may open their branches in Ukraine following the procedure prescribed by the NBU,
although they generally prefer to
enter Ukrainian market through
acquisition of local subsidiaries.
The banks may choose certain specialization depending on the types
of services provided (e.g., investment, mortgage, savings) or function as universal banks. Rules on
obtaining of such status and the
requirements wit h which such
banks must comply are established
by the NBU.
Minimum amount of a bank’s share
capital shall constitute not less than
UAH 500 million (approx. EUR
20,180,710) as of the date of its state

registration. However, for some specialized banks the NBU may establish higher thresholds.
Individuals and legal entities, either
residents or non-residents, may be
the shareholders of Ukrainian banks.
The bank may be founded by a single
shareholder. In addition, the CMU
may establish state banks which are
wholly-owned by the State.
Strict requirements are established
for the holders of substantial participation in Ukrainian banks, which is a
direct and/or indirect holding of 10 %
or more of the bank’s share capital
or votes under the bank’s shares or,
irrespective of formal ownership, the
ability to exert significant influence
on the management or operation of
the bank. The acquisition of 10 %,
25 %, 50 % or 75 % of the banks’
authorized capital or votes under its
shares, or other acquisition of substantial participation, is subject to
prior examination and approval by
the NBU.
In order to obtain the NBU’s approval, the applicant must provide it
with a large set of documents confirming, among other things, its
adequate financial status, sufficiency of funds for such acquisition,
impeccable business reputation,
and ownership structure, etc. The
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NBU will consider the documents
during a period of three months and
decide whether to allow or prohibit
such acquisition.

•• Banks must disclose their detailed ownership structure to the
NBU and on their websites, and
regularly update it;

In addition, banks and holders of
substantial participation in Ukrainian banks must comply with the
following major regulatory and
licensing requirements:

•• Holders of substantial participation in Ukrainian banks must regularly notify the NBU on changes
in their ownership structure previously disclosed to the NBU, etc.

•• Banks may carry out banking
activities in UAH based on the banking license issued by the NBU;

Specific requirements also apply to
banking groups and their members.

•• Banks may carry out operations
in foreign currency based on the
general currency license and in
certain cases based on individual
licenses issued by the NBU in
accordance with the procedure
envisaged by law;
•• Bank’s senior managers must
comply with a large number of
requirements to their education,
professional experience and business reputation. In particular,
members of the supervisory and
management boards must provide
the NBU with documents confirming their professional experience
and business reputation shortly
after their appointment, while the
bank’s CEO and chief accountant
may enter into office only upon the
written consent of the NBU;

In March 2015 the Parliament has
introduced new stricter rules on the
bank’s transactions with its related
parties (e.g., controllers, holders
of substantial participation, and
senior mangers, etc.) and their liability. Such persons may be subject
to administrative liability (fines) for
violation of the banking laws and
regulations, including violations in
reporting, risky transactions, etc.
In addition, latest amendments to
the Criminal Code provide for the
criminal liability of the banks’ related
parties for deliberate actions leading
to recognizing the bank insolvent.

4.1.4. Services
General Provisions
Banks may deliver banking and financial services (except for insur-
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ance services) as well as carry out
certain other activities set forth
by law.

1)

Investment;

2)

Issuance of securities;

Based on the banking license banks
may carry out banking activity
by means of rendering banking
services (which may be rendered
by banks only):

3) Issuance, distribution and holding lotteries;

1) Attracting funds and banking
metals as deposits from an
unlimited circle of legal
entities and individuals;

5)	Cash collection and transportation of currency values;

2) Opening and maintaining current (correspondent) accounts, including accounts
in banking metals;
3) Placing funds and banking metals
attracted as deposits, including on current accounts,
on its behalf, own conditions
and at its own risk.
A bank may render other financial
services to its clients, including
by means of execution of agency
agreements with other legal entities (commercial agents).
Apart from the financial services, a
bank may also carry out the following activities:

4)	Keeping valuables or leasing
individual banking safes;

6)

Maintaining registers of holders
of registered securities (except
for the bank`s own shares);

7)	Providing consulting and information services regarding banking and other financial services.
Notably, banks may commence performance of new types of activities
or render new types of financial
services (except for banking services) subject to compliance with
the NBU’s requirements as to the
relevant type of activity or services
and upon one month prior notice to
the NBU.
To protect the banks’ clients, the
N BU may establish additional
requirements for certain types of
activities, including increasing the
bank’s regulatory capital or other
economic ratios.
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Banks are free to independently
establish rates and commissions
for their services.
Bank accounts
Ukrainian legal entities may open
current and deposit accounts with
Ukrainian banks in local and foreign
currencies.
Foreign legal entities may open
current accounts in local and foreign
currencies only in the name of their
representative offices in Ukraine.
Representative offices of foreign
companies may open “t y pe N”
(non-business) and “type P” (business) accounts in UAH with Ukrainian banks.
A foreign legal entity qualifying as
“foreign investor” under Ukrainian
law may open local and foreign
currency investment accounts with
Ukrainian banks without opening
a representative office in Ukraine.
However, they may be used only for
investing in Ukraine, repatriation
of proceeds from such investment
and some other related transactions.
Either foreign investors or representative offices of foreign legal entities may also open deposit accounts
based on the deposit agreement
with a Ukrainian bank.

Local and foreign currency accounts
may also be opened for conducting
joint business activity based on a
contract between a foreign investor
and a Ukrainian company, without
the establishment of a legal entity.

4.1.5. Contemplated
Reforms
It is expected that a number of
reforms in the banking and financial
sector aimed at its development and
integration into the world capital
markets will take place in Ukraine.
According to the Coalition Agreement, these reforms include the
following:
•• Developing regulations on the protection of creditors’ rights based
on international experience;
•• Approximat ion of U krainia n
legislation governing mergers
and acquisitions in the financial sector to EU standards and
practices;
•• Extending the NBU’s supervisory
functions to credit history bureaus;
•• Introducing uniform international
standards for the flow of electronic
documents for financial sector
regulators.
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In addition, in the following years,
the Ukrainian banking sector will
undergo a number of other reforms
due to the approximation of the
Ukrainian banking and financial
legislation to the EU acquis as contemplated by the Association Agreement
with the EU.

4.2 Agriculture
4.2.1. Policy

•• The Land Code;
•• The Laws of Ukraine:
-- On Land Lease
-- On State Support of Agriculture of Ukraine
-- On Technical Regulations and
Conformity Assessment Procedures
-- On Standardization

Agriculture is one of t he most
attractive sectors for investments
due to fertile soil, which covers more
than 60 % of the territory of Ukraine.

-- On W holesale Market s of
Agricultural Products
-- On Safety and Quality of Food

The cost of labour in the sphere
of agriculture is comparably low,
however the workers are skillful
and qualified.
Ukraine is producing a significant
amount of agriculture products for
export, while the internal consumption is also stable.

-- On Production and Circulation of Organic Agricultural
Products and Raw Materials
-- On Milk and Milk Products
-- On Veterinary Medicine
•• Decree of the CMU:

The main acts governing agriculture sector are the following:

4.2.2. Regulator
CMU

-- On Standardisation and Certification.

• Approves the list of licensing authorities, term of licenses;
• Approves the procedure of issuance of special permits
and other by-laws.
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Ministry of Agrarian
Policy and Food
of Ukraine

• Main body in the industry responsible for the formation
and implementation of the state policy in agrarian, farming, and food safety sectors;
• Approves procedures, technical requirements, methodologies and other by-laws in the industry;
• Provides performing of land-surveying works, assessment of lands;
• Issues licenses allowing sale of pesticides and agrochemicals, plant fumigation, etc.

State Service of Ukraine
on Food Safety and
Consumer Protection

• Certification of seeds and planting material;
• Issues licenses regarding veterinary practice.

State Service
for Surveying,
Mapping and Cadastre

• Provides land survey;
• Keeps Land Cadastre;
• Disposes of land in state property.

State Agency
of Fisheries of Ukraine

• Issues licenses regarding activities related to industrial
fishing

State Environmental
Inspection

• Supervises compliance with the land legislation, use and
protection on lands

Municipal Councils
State Administration

• Disposes of land in the municipal property
• Disposes of land in the state property

4.2.3. Agricultural Land
Lease / Ownership
All agricultural land plots have a
normal designated purpose which
is binding while using a land plot.

The designated purpose of a land plot
is specified in the land allotment projects and title documents.
Particular designated purposes of
agricultural land usage may be as
follows:

129

Industries for Investing
Ownership
Only Ukrainian companies and citizens may own agricultural land.
Foreign companies and individuals
may not acquire agricultural land
for ownership.
Transactions regarding alienation
(with the exception of inheritance)
a nd c ha nge of t he desig nated
purpose of private, state or municipal agricultural land (with the
exception of land designated for
gardening, vegetable gardening,
pasture) are currently restricted
due to a moratorium aimed at providing a secure legal environment
for launching the agricultural land
market.
The moratorium cannot be lifted
before Jan. 1, 2016.
Lease
Lease of state or municipal land is
subject to specific restrictions and
requirements. A public auction
must be held to grant the right of
lease of state or municipal land.
The most common exception to this
rule is when the respective land plot
underlies buildings or other real
estate owned by the potential lessee.

Contrary to the ownership, lease
right may be freely acquired by
foreign companies and individuals
without restriction.
Land lease agreements are concluded
in writing. The lessee must register
their lease rights with the Property
Rights Register. The lease rights arise
only upon such registration.
A land lease agreement must contain
all essential terms and conditions
envisaged by law. Otherwise, the
lease agreement may be recognised
invalid or not-concluded in court.
Land lease cannot exceed 50 years.

4.2.4. Licensing
and Permits
The following agricultural activities require obtaining a licence (also
see “Regulator” above):
•• Manufacturing, as well as wholesale and retail sale, of veterinary
medicines and drugs;
•• Sale of pesticides and agrochemicals;
•• Veterinary practice;
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•• Activities related to industrial
fishing;
•• Sale of bred (genetic) resources,
examination of genetic abnormalities and origin of animals;
•• Plant fumigation (disinfection),
seeds transported across the state
border of Ukraine.
As a general rule, a licence is issued
for an unlimited term. However, the
CMU can limit the term of a license
(not less than five years), which is
the case for most of licenses.
Name of permit

The company pays for the licence
once a decision has been taken
to issue one. The licence may be
ca ncelled if t he compa ny does
not comply with the laws while
conducting its business activity.
In case of performing certain agricultural activities, a legal entity
must hold appropriate permits
issued by governmental bodies.
Below is the list of the most common
permits and some other requirements in agricultural business:

Issuer

Permit for hazardous work
Permit for operation of hazardous vehicles, State Service of Ukraine on Labour Issues
machinery, equipment
Permit for air emission

Ministry of Ecology and Natural Resources
of Ukraine

Permit for removal of topsoil

State Environmental Inspectorate of Ukraine

For water well or resources of national value
- state administrations, for local water well or
Special water use permit (for use of water
resources – executive bodies of the municipal
wells or natural water resources)
councils with approval of the respective state
administration
Subsoil permit (for use of artesian water wells)

State Geology and Subsurface Service of
Ukraine

Waste disposal permit

Ministry of Ecology and Natural Resources of
Ukraine, State administrations

Assessment of a commercial activity’s enviCertified individual or legal entity
ronmental impact
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Name of permit

Issuer

Ecological audit (for operation of a cattle-farming complex, for manufacturing
Certified individual or legal entity
food products, for processing waste of animal origin)

Some permits require payment of a
fee while others are issued free of
charge and may be issued for limited
or unlimited periods. In case of performing business activity without
required licence or permit, the legal
entity may undergo penalties and/
or confiscation.

At the same time, tax legislation envisages a possibility of introducing
additional import duties of 5-10 % on
all the goods imported to Ukraine.
For the trade conditions and import
quotas of the EU see the Section
“EU-UA Association Agreement – Trade
and Trade - Related Matters”.

4.2.5. Import and Export
of Agricultural
Products

4.2.6. Advertising
and Certification
of Agricultural Products

T he list of products subject to
import and/or export licences is
set annually by a resolution of the
CMU for the next year.

Advertising

In 2015, with regard to the agricultural sector, only chemicals for use
on agriculture were included in the
list of products subject to import
licences. The importer must still
receive prior authorization from the
competent administrative body –
the SSUFSCP – before obtaining an
import licence. Unlike the import
licence, such prior authorization is
not granted automatically.

The advertisement of diet food products cannot contain reference to the
medical features of such products.
The advertisement of food products
that require certification and are
not certified is prohibited. The distributor of the advertisement must
review and keep the copy of such
certificate of compliance.
Certification
Certificates of compliance must be
obtained for the listed food products.

132

Investor’s Guide 2015
Certificates of compliance are mandatory for some types of baby food,
wines, champagne, vodka, Cognac,
brandy drinks and ethyl alcohol.
The import of the above mentioned
products is subject to the mandatory
certification in Ukraine. The sale of
the above mentioned products in
Ukraine is permitted only on the
basis of the certificate of compliance.
The certification is performed by the
designated state enterprises. Certified food products may be labelled by
the special mark.
The food producers may perform the
voluntarily certification for the products that are not listed for mandatory certification.
For the protection of geographical indicators, used for agricultural products,
see the Section “EU-UA Association
Agreement – Trade and Trade-Related
Matters – Intellectual Property”.

4.2.7. Contemplated
Reforms

•• Deregulation and decreasing the
number of licenses and permits;
•• Decrease/elimination of import/
export custom duties with the EU;
•• Gaining uniformity with the EU
legislation, in particular, regarding food safety.

4.3. Mining,
Oil & Gas

4.3.1. Policy
The subsurface is the property of
the people of Ukraine. The subsurface may only be granted for use to
Ukrainian and foreign legal entities
and individuals.
Ukrainian oil & gas are treated as
mineral resources of national importance.
Ukraine is a transport hub between
oil & gas extracting regions and big
consumers of these resources.

•• Land reform, introducing the land
market allowing the alienation of
agricultural land;
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OIL PIPELINES OF UKR AINE
BELARUS
to Plock
from Mozyr

Pleschivka

Lutsk
Rivne

POLAND

Noviny

Brody

Kyiv

Chyzhivka

Lviv
Zhytomyr

Drogobych
Refinery Plant

Kurovychi

Boryslav

SLOVAKIA
to Slovakia
to Czech Rep.

to Hungary

Ciriv

Ternopil

Zhulyno

Ivano-Frankivsk
Uzhhorod

Khmelnytskyi

Vinnytsa

Nadvirna
Refinery Plant
Chernivtsi

HUNGARY
ROMANIA

MOLDOVA

LEGEND:

Av

Existing oil pipeline
Oil pumping stations
Oil pipeline under development
Oil Refineries
Oil Transfer complex Odessa»
Oil Transfer complex Pivdenniy»

Odessa
Refinery Plant
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RUSSIA
Chernihiv
from Michurinsk
Hnidyntsi

Sumy
Ohtyrka

HlynskoRozhbyshivsk

M.Pavlivka

Poltava

Velykotsk

Lysychansk
Refinery Plant

Kremenchuk
Refinery Plant

Cherkasy

from Samara

Kharkiv

Pereschepino

Novoaydar
Lysychansk

Lugansk

Dnipropetrovsk

Kirovograd

Donetsk

Proletarska

Luhanska

Zaporizhzhia

Shyroke

to Tyhoretshk

Andriivka

Mykolayiv

Snihirivka

vhustivka

Kherson

Kherson
Refinery Plant

SEA of AZOV
AUTONOMOUS
REP. OF CRIMEA
Simferopol

BLACK SEA

Tyhoretshk

Novovelychkivska

NATUR AL GAS PIPELINES
OF UKR AINE
BELARUS
Pleschivka

Lutsk
Rivne

POLAND

Chyzhivka

Kurovychi

Kyiv

Ternopil

Drohobych
Boryslav
Volovets'
Dolyna

Zhytomyr

Brody

Lviv
GAS

SLOVAKIA

Noviny

Khmelnytskyi
Bar

Uzhhorod
Khust

Vinnytsa

Husyatyn

GAS

Illintsi

IvanoFrankivsk

Haisyn

Chernivtsi

HUNGARY
ROMANIA

MOLDOVA

LEGEND:
Existing gas pipeline
Gas pipeline under development
Compressor station
Underground gas storage
Gas measuring station
GAS

Gas field

Avhustiv

Ode
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RUSSIA

Chernihiv

PROGRES
Holovashivka

GAS

GAS

Sumy

HlynskoRozhbyshivsk

Hnidyntsi

Ohtyrka

GAS

GAS

M.Pavlivka

GAS

Hrebinka

Poltava
Stavyshche

Stavyshche

Mashivka

Borova

GAS

Velykotsk
Novoaydar

Lysychansk
GAS

Pereschepino

Tal'ne

vka

GAS
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Kremenchuk

Cherkasy

SOUZ

Kharkiv
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Lugansk

Dnipropetrovsk

Oleksandrivka

GAS

Kirovograd

Donetsk
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Zaporizhzhia
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Snihirivka

Mykolayiv
Kherson

esa

SEA of AZOV
GAS
GAS
GAS

GAS

CRIMEA
Simferopol

BLACK SEA

GAS

Luhanska
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The main acts governing mining/
extraction, supply and transportation of oil & gas are as follows:
•• The Code of Ukraine on Subsurface;
•• The Laws of Ukraine:

-- On Framework of Natural Gas
Market Functioning;
-- On Pipeline Transportation;
-- On Gas (Met ha ne) of Coal
Fields;
-- On Production Sharing Agreements.

-- On Mining in Ukraine;
-- On Oil and Gas;

4.3.2. Regulator

CMU

• Approves the list of licensing authorities;
• Approves the procedure of issuance of special permits
for subsurface use;
• Approves regulation on procedure for issuance of
mining allotments;
• Concludes a production sharing agreement (the
“PSA”) on behalf of the state;
• Approves criteria for determining of small amount of
mineral reserves.

Ministry of Energy
and Coal Industry
of Ukraine

Regulates oil & gas industry and is the main body in the
formation and implementation of the state policy in energy sector.

Ministry of Ecology
and Natural Resources
of Ukraine

Forms and implements the state policy in mining/extraction.

State Geology
and Subsurface
Service of Ukraine

• Organizes auctions on granting of a special permit
for subsurface use;
• Issues special permits for subsurface use;
• Issues licenses for the extraction of precious metals
and precious stones;
• Suspends or cancel subsurface use rights.

State Commission
of Mineral Reserves
of Ukraine

• Approves calculation of mineral reserves;
• Approves and approbate deposits that contain small
reserves.
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State Service
for Mining Supervision
and Industrial Safety
of Ukraine
National Commission
for State Energy
and Public Utilities
Regulation

Issues mining allotments to extract minerals of national
importance or to construct/use underground oil or gas
storage facilities.
Issues licenses for:
• Transportation of oil & gas and oil products;
• Supply and storage of gas.

4.3.3. Mining/Extraction
If a legal entity or individual seeks
to use the Ukrainian subsurface, it
follows the relevant procedure for
obtaining the necessary documents.

•• Building/use of underground
facilities unrelated to mining of
minerals (for up to 20 years);
•• Building/use of underground oil
or gas storage facilities (for up to
50 years);

Permits
The subsurface can be used after
obtaining a special permit (see
“Regulator”) for the following types
of activities:
•• Geological survey of mineral
deposits, including research and
industrial development (for up to
5 years);

•• Performance of PSAs (for the term
of such agreements).
Subsurface use rights are granted
on a competitive basis through auctions. But, the CMU determines some
occasions when a special permit may
be granted without the auction procedure. The following are examples:

•• Mining of minerals (for up to 20
years);

•• Extraction of minerals if the
applicant, upon the results of the
geological exploration of the subsurface area, and at its own expense
calculates mineral reserves. The
calculation must be approved by
the SCMRU;

•• Extraction of oil & gas (for up to
30 years);

•• Geological survey and mining of
minerals of local importance;

•• Geological survey of oil & gas fields,
including research and industrial
development (for up to 10 years);
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•• Geological survey, including
research and industrial development on mineral deposits of
national importance or extraction
of minerals, if the applicant owns
or leases the relevant integral
property complex;

Legal entities and/or individuals
shall file an application on the
issuance of a mining allotment with
the relevant authorities (see “Regulator”).

•• Building/use of underground
facilities unrelated to minerals
mining, including underground
oil or gas storage facilities;

No business activity license is
required for the mining/extraction
of the natural resources except for
the mining of precious metals and
precious stones.

•• Extractionofmineralsfromdeposits
that contain small reserves;
•• Execution of PSAs.
The permit owner and the SGSSU
conclude an agreement in which
the conditions for the use of natural
resources should be set forth.
The SGSSU may suspend or cancel
subsurface use rights subject to
conditions determined by the CMU.
Mining allotment
After obtaining the special permit
for subsurface use and approving of
extraction project, the permit owner
should obtain the mining allotment
act (certificate approving his right to
use the defined subsurface area in
accordance with its borders).
3

Licenses

4.3.4. Transportation
and Supply of Oil & Gas
The Ukraine pipeline transportation
system consists of a trunk pipeline
(high-pressure) and an industrial
pipeline (low-pressure) and has
strategic importance for Europe.3
The main legislative statements
regarding UPTS are the following:
•• The trunk pipelines are state property and have paramount importance to the national economy and
security;
•• The state-owned trunk pipeline
transportation companies are not
subject to privatization or any
other actions leading to private
use of such enterprises;

Advantageous geographical position between the major gas-producing regions and major gas consumers in Europe and the connection with the trunk gas pipelines of neighboring countries.
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•• 	The trunk pipelines may be transferred into the use of the company
or companies for a specific period
of time and for a fee. This is without
the right of alienation, for such
company or companies to function
as an UPTS operator.
•• The trunk pipelines, constructed
at expense of municipal or private
commercial entities, can be owed

The activities on natural gas market, including the scope of permitted state control and relations
between natural gas suppliers and
consumers, are regulated by relevant
Law (see “Policy”).

Rent

by such companies;
•• 	The title to industrial pipeline
facilities is transferred in accordance
with applicable Ukrainian law.
The following activities regarding
transportation and supply of oil and
gas are subject to licensing (see
“Regulator”):

4.3.5. Rents for Subsurface
Use and Oil & Gas
Transportation
The following represents rents for
subsurface use and transportation
of oil and gas:

Taxable object

Rate

Subsurface use con- The amount of mineral resources extrac- Depend on kind of minected with mining/ ted from the subsurface on the territory neral resources accorextraction
of Ukraine, its continental shelf and the ding to Tax Code
exclusive (maritime) economic zone
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Rent

Taxable object

Subsurface use not The amount of subsurface space to be
connected with mi- used for storage of oil & gas
ning/extraction

Rate
UAH 0,3 (approx. EUR
0.01) for 1000 m3 (gas)
and 1 m3 (oil)

Transportation of oil The actual amount of transported oil and USD 0,56 for 1 ton
and oil products by a oil products during the taxable period
trunk pipeline
Transit of natural gas The product of the amount and the dis- USD 0,21 for 1,000 m3
and ammonia through tance for transportation
and 100 km
pipelines

4.3.6. Production Sharing
Agreement
The PSA is one way in which a foreign investor can conduct a geological survey and mining operation
activities in Ukraine. This form of

4

public private partnership benefits
from a number of exceptions in taxation and customs issues, as well as
in other areas.
The road map for conclusion of the
PSA is as follows:

The PSA may be entered without an auction (i) for a deposit with insignificant reserves of minerals and
(ii) if the owner of a special permit expresses the will to enter into a PSA.
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Minerals extracted under the PSA
should be distributed between the
state and the investor in accordance
with the PSA’s terms. The investor
is the owner of its portion of the
minerals at the moment they are
distributed.
The investor is free to use and dispose of its portion of the extracted
minerals if expressly required by
the PSA.
The investor is the owner of the
assets created or acquired by the
i nvestor while per formi ng it s

obligations under the PSA. The title
to these assets is transferred to the
state when their value is covered
by the cost recovery portion of the
minerals, or whenever the PSA is
terminated.
The PSA may envisage special
phases, rules and procedures for
subsoil use and the performing of
works while exploring the deposits.
For the duration of the PSA, the
investor enjoys, for example, the
following incentives:

Taxation

• Exemption from the profit repatriation tax for profits received under
the PSA;
• Exemption from VAT in case of importation of goods, services and other
property for the purposes of the PSA;
• Exemption from state and local taxes (except VAT, CIT and rent for subsurface use connected with mining/extraction).

Currency
issues

• Any requirements for the mandatory sale of foreign currency are not
applicable to funds received under the PSA;
• Exemption from restrictions on settlements under export and import
contracts (the “180/90 days rule”);
• Lack on demand concerning registration of loan agreements with the
NBU and maximum interest rate limitations;
• Lack on demand concerning receipt of the NBU license for transfer of
foreign currency to the account of other investors abroad.

Others

• Exemption from licensing and quota requirements for import of the
equipment necessary under the PSA (the investor and its subcontractors);
• Ban on forcible withdrawals of funds from bank accounts, opened by
the investor in Ukraine in order to finance its operations under the PSA;
• Simplified procedure for issuance of work permits to the investor’s foreign
employees or foreign employees of the investor’s contractors;
• Guarantees of changes in legislation (except relating to defense, national
security, public order and environmental protection issues).
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4.3.7. Contemplated
Reforms
Ukraine plans structural reforms of
the energy industry that envisage
oil and gas market liberalization,
effective reorganization of state
companies and transition to unified
gas market price-setting for all consumers.
The contemplated reforms include
the following:
•• Reforming the gas market in accordance with the Energy Community
Treaty and the Third Energy Package requirements to ensure effective division of main types of its
activities, including comprehensive NAK Naftogaz restructuring
and UGTS operator certification;5
•• Setting gas prices for all consumers, including the general population, on a commercially grounded
level and, at the same time, shifting
targeted subsidies to vulnerable
layers of the population;
•• Ensuring oil & gas markets transparency and increasing their
effectiveness, including performing inventory of the oil and
gas extraction industry’s joint
5

activity agreements with participation of state companies;
•• Bringing oil & gas extraction tax
burden in compliance with best
international practices, including
setting equal subsoil use payment
during gas production at commercially grounded level that will make
the industry profitable for companies of all types of ownership;
•• Improving legislation and regulatory framework to attract more
private investors into the energy
industry;
•• Coal mining industry reform,
including (i) privatization of all
coal-mining companies, (ii) abandonment/suspension of all mines
that will not have been privatized,
(iii) optimizing state support
for the coal-mining industry to
conduct effective industry restructuring, and (iv) coal market liberalization.

4.4. Insurance
4.4.1. Policy
Approximately 20 years ago Ukraine
started to strengthen its legislation

Functions of the UGTS operator will be assigned to the legal entity owned by the state, interalia,
through NAK Naftogaz, or by the state, inter alia, through NAK Naftogaz (owning at least 51 % of corporate rights) and a legal entity that is owned and controlled by residents of the EU member states, the
USA or the European Energy Community.
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on insurance activity. The State
regulation in this sphere is aimed
at increasing insurance protection
of legal entities and individuals.
Current Ukrainian insurance legislation can be considered quite progressive.
First, it allows branch offices of
non-resident insurance companies
to carry out insurance activity in
Ukraine (provided that all registration and licensing procedures are
met).
Second, a non-resident insurance
company is entitled to provide
some insurance services in Ukraine,
inter alia, reinsurance, insurance
broking, ancillary insurance services etc.
Third, there are more than 20 types
of voluntary insurance and more than
30 types of obligatory insurance in
Ukraine. In addition, co-insurance
and reinsurance are envisaged by
Ukrainian Law.

The main acts governing insurance
activity are the following:
•• The Law of Ukraine “On the Insurance”,
•• The Law of Ukraine “On the Obligatory Civil Liability Insurance of
the Transport Vehicles Owners”,
•• The Resolution of the CMU “On the
Reinsurance in the Non-resident
Insurance (Reinsurance) Company”;
•• The Instruction of the NCRFSMU
“On the Inclusion of Information
on the Companies Intending to
Obtain Insurer Status into the State
Register of Financial Institutions”,
•• The Instruction of the NCRFSMU
“On Licensing Conditions for the
Insurance Activity”,
•• The Instruction of the NCRFSMU
“On the Registration of Insu rance
and Reinsurance Brokers and
Maintenance of the State Register
of Insurance and Reinsurance
Brokers”,

Thus, insurance can be viewed as a
prospective area for foreign investment.
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4.4.2. Regulator
CMU

• Approves regulations governing obligatory insurance;
• Approves regulations governing reinsurance by
non-resident insurance company;
• Defines license fees.

National Commission
for the Regulation
of the Financial Services
Markets of Ukraine

• Maintains State register of financial institutions;
• Issues licenses on the insurance activity;
• Carries out compliance assessments of insurance companies;
• Registers insurance (reinsurance) brokers;
• Maintains State register of insurance (reinsurance)
brokers;
• Registers reinsurance agreements.

Motor (Transport)
Insurance Bureau
of Ukraine

• Grants insurance companies with the status of MTIBU’s
Member;
• Manages centralized insurance reserve funds of MTIBU.

4.4.3. Regulation and Licensing
In general, the following entities are entitled to perform insurance activity
in Ukraine on the basis of respective license issued by the NCRFSMU:

It is worth noting that share capital
of the insurance company which is
in charge of life insurance in any
case should not be lower than equivalent of EUR 10 million. If to talk
about other types of insurance this

minimum level is much lower and
equals to equivalent of EUR 1 million.
In addition, the share capital of the
insurance company should be paid
in monetary form. However, 25 %
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of it can consist of securities issued
by the State. Intangible assets and
loan proceeds could not be used for
the share capital formation.
Taking into account the aforementioned, two procedures should be
met by a legal entity in order to
obtain the right to provide insurance services in Ukraine:

lution, the applicant should pay the
license fee and obtain the respective
license. The license fee amounts to
UAH 12,500 (approx. EUR 500) for
each type of insurance activity.
The insurance company having
obtained the license for the life insurance still does not have the right
to provide other insurance services.
Such license has no expiration date.
Insurance companies are not able
to carry out other types of activity
except for insurance, reinsurance
and activities related to the insurance reserves.

In order to obtain the status of a
financial institution the applicant
should file a set of documents with
the NCRFSMU. The NCRFSMU
reviews it and makes its decision
within 30 days. If the documents
comply with the current legislation, the NCRFSMU grants the
applicant the status of financial
institution and includes it into the
State register of financial institutions. Such status is confirmed by
a respective Certificate.
In order to obtain the license, the
applicant should also file a set of
documents with the NCRFSMU. The
term of its consideration is 30 calendar days. In case of a positive reso-

4.4.4. Services
Insurance activity can be carried out
through the following:
Intermediaries;
Resident and non-resident
insurance (reinsurance)
companies.
Intermediaries are the following:
insurance (reinsurance) brokers and
insurance agents.
Intermediary activity of brokers and
agents is their exclusive activity. It
could include the following: information services, consulting, services
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related to the execution and enforcement of insurance agreements etc.

fers to other insurance (reinsurance)
companies.

Insurance brokers execute insurance agreements on their behalf on
the basis of brokerage agreement
with the persons looking for insurance. Legal entities or individual
entrepreneurs could be registered
as insu- rance brokers. The registration of insurance brokers is performed by the NCRFSMU within
30 days following the receipt of the
required set of documents.

The reinsurance agreements with
non-residents must be registered
by the NCRFSMU. The reinsurance
agreements with residents must be
registered by the NCRFSMU provided that the total amount of reinsured payments equals to or exceeds
UAH 1 million. (approx. EUR 40,300)
within a calendar year.

Insurance agents act on behalf of
the insurance company and carry
out some part of its activity. For example, they can execute insu- rance
agreements, obtain insurance payments, and provide insurance compensations.
Insurance agents act as a representatives of the insurance company
on the basis of respective agency
agreements. Insurance agents obtain rewards from the insurance
company. Legal entities or individuals could be insurance agents.
Reinsurance
The insurance company is able to
insure the performance of its obligations toward those it insures. In
this case the insurance company re-

The insurance company files with
the NCRFSMU the respective application as well as copies of the reinsurance agreement. The NCRFSMU
has 10 business days for the registration of the agreement or to deny
registration.

4.4.5. Contemplated
Reforms
It is expected that the legislation
governing activities of insurance
companies will be harmonized with
the EU Law.

4.5. Electronic
Commerce

4.5.1. Policy
At the beginning of 21st Century,
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Ukraine developed its legislation
in the field of electronic documents
and electronic digital signatures.
The State regulation in this sphere
is aimed at protecting the rights and
interests of the parties involved in
the electronic document flow.

The main acts governing electronic
commerce are as follows:

Ukraine has also recently improved
its legislation on the payment systems, emission and usage of electronic payment instruments and
electronic money.

-- On the Electronic Digital Signature;

However, there is no basic statute on
electronic commerce in Ukraine. The
Draft Law “On the Electronic Commerce” is intended to fill in existing
gaps. It was included to the agenda
of Ukrainian Parliament on Dec. 11,
2014 and its enactment is expected.

•• The Laws of Ukraine:
-- On the Electronic Documents
and Electronic Documents Flow;

-- On Payment Systems a nd
Transfer of Funds in Ukraine.
•• The Regulation of the NBU:
-- On Electronic Money in Ukraine;
-- On the Emission of Electronic
Payment Instruments.

4.5.2. Regulator

NBU

• Issues the banking licenses and the licenses for the
transfer of funds without opening of accounts;
• Provides oversight of the payment systems;
• Maintains the register of payment systems;
• Approves the guidelines for using electronic money.

Ministry of Justice
of Ukraine

Certifies keys for the centres on certification of keys (the
central certification authority).

State Administration
of Special
Communication
and Protection
of Information

Provides oversight of the electronic digital signature.
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4.5.3. Electronic
Documents and Electronic
Signature

In order to attach an electronic digital
signature, the signatory should have
a personal electronic key.

Electronic document is defined as a
document containing information
in the form of electronic data. The
electronic signature is intended to
identify the author of an electronic
document. The attachment of an
electronic signature means that the
electronic document is completed.
In any case, electronic document
can be turned into a visual form.

The electronic key generation:

It is not acceptable to deny legal
validity of an electronic document
on the sole basis that it is in eletronic
form. The same statement is true
when an electronic document is
used as evidence. Nevertheless,
electronic document cannot be used
as the original of the document confirming the right for inheritance and
in some other specific cases.
An electronic digital signature ensures activity of individuals and legal
entities involving electronic documents. Thus, the main purpose of
an electronic digital signature is to
confirm integrity of an electronic
document and to identify its signatory. In general, the digital signature
refers to the data in electronic form
obtained by cryptographic transformation of a set of electronic data.

The legal status of an electronic
digital signature is equal to the status
of a personal signature provided
that some technical requirements
are satisfied. It is not acceptable to
deny a legal validity of an electronic
digital signature on the sole basis that
it exists in electronic form.

4.5.4. Electronic Payment
Systems
The transfer of funds in Ukraine
can be performed through payment
systems which are maintained and
managed by special legal entities –
payment organizations. These payment organizations can be residents
or non-residents.
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In general, the structure of the payment system is the following: payment organization (bank or non-bank
financial institution), participants
of payment system and relations
between such payment organization
and participants.
The main function of participants
is the direct provision of services on
the transfer of funds by means of a
payment system. Such services are
rendered on the basis of respective
agreements between the participant and the payment organization.
According to this agreement, inter
alia, the participant is obliged to
pay a certain amount of money (in
UAH) to the payment organization
for its services.
The following entities can obtain
the status of the participant:

T wo types of payment systems
can exist in Ukraine: domestic and
international.
Domestic payment systems ensure
the transfer of funds exclusively
within the territory of Ukraine. Such
payment systems can be managed
only by resident payment organizations.
International payment systems operate within the territory of two and
more states. They can be managed
either by resident or non-resident
payment organizations.
It is worth mentioning that payment
organizations and participants are
entitled to carry out respective activity only after their inclusion into
the register of payment systems (see
“Regulator”).

4.5.5. Electronic Payment
Instruments
According to current Ukrainian legislation, electronic payment instruments (credit/payment cards)
allow their holders to initiate transfer of funds. Electronic payment
instruments can exist in any form
on any data storage device which
allows the storing of information.
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Only the banks having executed
agreement with a respective payment system are entitled to issue
electronic payment instruments.
Any individual or legal entity has
the right to use electronic payment
instruments. The agreements between banks and users of electronic
payment instruments should be executed in written form in Ukrainian
(upon agreement of the parties another language is possible).
In addition, the bank has the right
to issue an electronic payment
instrument in the form of a mobile
payment instrument and to support
operations with such an instrument.
Mobile payment instruments can be
implemented through mobile phone
or another wireless device serviced
by the telecommunication operator.

4.5.6. Electronic Money
Electronic money is considered as
cost units which are kept in the electronic device and used as the means of
payment. Only banks have the right
to issue electronic money. After the
issuance, they are purchased by users
or commercial agents.
Users can be legal entities or individuals who can use electronic money
as a mean of payment for the goods,
works and services. In addition, indi-

viduals can transfer electronic money
to other users-individuals. However,
legal entities do not have the possibility to make such a transfer.
Commercial agents can perform one
or several of the following functions:

It is worth noting that the exchange
of electronic money to cash or noncash UAH can be performed only by
banks and non-bank financial institutions which have the license of the
NBU to transfer of funds without
opening of accounts.
The bank which is intending to issue
electronic money should approve
with the NBU the guidelines for
using electronic money.
According to current legislation, electronic money can be denominated
only in UAH.
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4.5.7. Contemplated
Reforms
The Draft Law “On the Electronic
Commerce” refers to the execution
of agreements in electronic form.
In particular, this Law governs
electronic sale and purchase of
goods, works and services, activity
of Internet-shops, distribution of
commercial information, monetary
settlements, protection of personal
data, storage of electronic documents etc.
It is difficult to forecast the future
of the aforementioned draft law.
However, we will provide you with
respective update in the next edition
of “Ukraine: Investor’s Guide”.

4.6. Telecommuni-

cations

4.6.1. Policy
In today’s world telecommunications is a resource which plays an
extremely important role in the
global economical system and social
sphere. So it is no wonder that the
telecommunications sector is under
a special attention in Ukraine as one
of the most promising industries.

The main acts governing telecommunications in Ukraine are as follows:
•• The Laws of Ukraine:
-- On Telecommunications;
-- On Radio Frequency Resource
of Ukraine;
-- On Television and Broadcasting;
-- On the National Television
and Broadcasting Council of
Ukraine;
•• By-laws:
-- Instruction of the CMU “On
Approval of Conception of Telecommunications Development in Ukraine”;
-- Order of the President “On the
National Commission for the
State Regulation of Communications and Informatization”;
-- Resolution of the CMU “On
Approval of the Rules of Provision and Obtainment of Telecommunication Services".
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4.6.2. Regulator

CMU

• Regulates the industry and realizes the state policy in the
telecommunications sphere;
• Manages state-owned objects in the telecommunications
sphere;
• Approves the national table of frequency bands allocation
and plan of usage of the radio frequency resource;
• Approves the procedure of granting to the armed forces of
communication facilities, radio frequency resources and other
infrastructural objects;
• Approves the tariffs for issuance, renewal, extension, receipt
of a duplicate of licences for use of radio frequency resource
of Ukraine.

National
Commission
for the State
Regulation of
Communications
and Informatization

• Sets and regulates tariffs for different telecommunication
services;
• Issues licences in the telecommunications sphere and approves the list of licence criteria;
• Allocates the numbering resources;
• Maintains the register of operators and providers of telecommunications and licensing issues;
• Controls the quality of telecommunication services;
• Controls compliance with the telecommunation law provisions and licences conditions by the telecommunication
market participants;
• Performs pre-trial disputes settlement between the telecommunications market participants.

State Television
and Radio
Broadcasting
Counci
of Ukraine

• Issues TV and broadcasting licences;
• Participates in drafting the national table of frequency bands
allocation and plan of usage of the radio frequency resource;
• Maintains the register of TV and broadcasting companies;
• Monitors the activity of TV and broadcasting companies in
compliance with the Ukrainian media law and licence terms
and conditions;
• Imposes sanctions on violators.

Ukrainian State
Centre of Radio
Frequencies

• Assigns radio frequencies, issue permits for usage of radioelectronic equipment;
• Maintains the register of radio frequency assignments;
• Radio frequency monitoring;
• Takes measures for determination and elimination of sources
of harmful interference;
• Prepares the respective conclusions concerning the issuance
of licenses on radio frequency resource usage

154

Investor’s Guide 2015

4.6.3. Regulation and
Licensing
Under Ukrainian law, the following
activities in the telecommunications sphere are licensed:
•• Provision of local, inter-city and
international fixed-line telephone
communications services, with the
right of technical maintenance and
operation of telecommunications
networks and leasing of electronic
communications channels;
•• Provision of local, inter-city and
international fixed-line telephone
communications services through
wireless access to the telecommunications network, with the right
of technical maintenance and
leasing of electronic communications channels;
•• Provision of mobile telephone
communications services, with the
right of technical maintenance and
operation of telecommunications
networks and leasing of electronic
communications channels;
•• Provision of services on technical
maintenance and operation of
telecommunications networks,
on-air and cable broadcasting and
television networks.

In the event a limited amount of
licenses, they are granted on a competitive, transparent and non-discriminatory basis.
The right of provision of telecommunications services in Ukraine may be
granted only to entities registered in
Ukraine.

4.6.4. Services
Mobile Services
The licence for mobile telephone
communications services may be
granted only if the necessary radio
frequency resource is available.
Ukrainian law envisages special
requirements for persons providing mobile telephone services.
Thus, for example, at least 30 % of
such entity’s personnel must have
a higher education in information
and communication technologies
and have a minimum of one year
of relevant work experience.
For obtaining the licence an entity
must submit the respective application accompanied with a plan of
creation and usage of the mobile
telephone network, and documents
confirming the financial status of a
potential licensee.
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A licensee must start provision of
the services under the licence within
six months following obtaining the
license. If the license is issued for
several regions or for the territory
of Ukraine, a licensee must cover
each successive region not later
than within two months after the
previous one.
A licensee has one year starting
from the licence issue date to cover
90 % of the cities’ territory in the
region (first region) indicated in the
licence. If a licence is issued for several regions, each successive 90 % of
the cities’ territory in the new region
must be covered within two months
after the previous one.

issued only if the STRCU decides, in
accordance with the plan of usage
of the radio frequency resource, that
the respective channel or network
should be created.
Under Ukrainian law some licences
are granted on a competitive basis
(for on-air broadcasting and multicasting using the radio frequency
resource) and on the declarative
basis (satellite, cable, wire broadcasting, etc).

Radio and Television

The STRCU grants licences for the
following types of broadcasting:
satellite, on-air, cable, wire broadcasting and multicasting. Digital
broadcasting using the radio frequency resource is licensed as multicasting.

The licence for broadcasting using
the radio frequency resource may be

Depending on the territory, broadcasting may be as follows:
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For obtaining the licence, a legal
entity must submit the respective
application to the STRCU and indicate the information, inter alia, on
founders (shareholders) and related
parties of the potential licensee,
on management and supervisory
bodies, type and territory of broadcasting, program broadcasting conception, etc.
The STRCU may request submission
of additional documents to verify
compliance with antimonopoly
provisions and provisions limiting
foreign participation in the licensee’s capital.
It should be noted that under Ukrainian law, it is also necessary to obtain
a respective licence to conduct a
broadcasting activity requiring the
use of radio frequencies.
All licensees following the licences’
receipt are included by the STRCU
into the register of entities conducting
informational activity.
Internet and Domain names
Currently providers of Internet services are not subject to licensing in
Ukraine. Nonetheless, all providers
must be included into the special

Register of Operators and Providers
of Telecommunications maintaining
by the NCCIR. For this purpose,a
provider must submit the relevant
application indicating its status and
the type and territory of activity.
To register a domain name, an interested party shall refer to the respective domain name registrar. In
case a person requests the secondlevel domain name (yourname.ua),
the rights to the respective name
must be confirmed, presenting
the trademark registration certificate or a trademark licence agreement. Such confirmation is not
required in case of application for
third-level domain names (yourname.com.ua or yourname.kiev.ua,
etc.) which sometimes may lead to
cybersquatting.
For resolution of Internet-based disputes, including the disputes relating the domain names, the Court
of Arbitration was established by
the Ukrainian Internet Association.
However, such domain disputes
may be referred to the UIA Court
of Arbitration by mutual consent of
the parties. In case such consent
is absent, the parties may refer the
domain dispute to the court of general jurisdiction.
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4.6.5. Contemplated
Reforms
It is expected that during 2015-2020
the Ukrainian Government will
implement the following reforms:
•• Creation of state information
security system, as well as development and adoption of the Information Security Conception;
•• Promotion of telecommunications network of 4th and 5th
levels, development and realization of the roadmap for the implementation of broadband Internet
access in Ukraine;
•• Adoption of amendments to legislative acts of a different level to
ensure free access to the information on land plots and real
estate, implement of modern
informational technologies in
courts, and improve the customs
procedures, etc.;
•• Encouragement of activity of companies from the informational
technology sphere;
•• Full-fledged launch of public TV
and radio, privatization of state
and municipal printed media,
ensuring the transparency and
demonopolization of media.

4.7. Pharmaceutical
4.7.1. Policy
As public health is one of the main
social values and concerns, it is
highly important for every state to
guarantee its inhabitants the access
to safe and effective pharmaceuticals of good quality. Therefore, the
Ukrainian law includes a number of
legislative acts aimed at regulation
of the pharmaceuticals market.
The main and fundamental law in
this sphere is the Law of Ukraine
“On Pharmaceuticals” regulating
the relations concerning the development, registration, production,
quality control and distribution of
pharmaceuticals in Ukraine.
Laws of Ukraine “On Narcotic Substances, Psychotropic Substances
and Precursors” and “On License of
Certain Types of Business Activity”
establish the conditions of the production and circulation of such substances in Ukraine.
The following main by-laws regulate the pharmaceutical sphere:
•• Resolution of the CMU “On Approval of the Procedure of State Control of Pharmaceuticals Quality
Importing into Ukraine”;
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•• Resolution of the CMU “On Approval of the Regulation on the State
Pharmaceuticals Registry”;
•• Resolution of the CMU “On Approval of the Procedure of State
Registration (Re-Registration)
of Pharmaceuticals a nd Fees
Amounts for State Registration
(Re-Registration)”;
•• Order of the Ministry of Health
of Ukraine “On Licensing Conditions for Performance of Business

Activity on Production, Wholesale
and Retail of Pharmaceuticals”;
•• Order of the Ministry of Health
of Ukraine “On Approval of the
Procedure of Quality Control of
Pharmaceuticals during Wholesale and Retail”;
•• Order of the Ministry of Health of
Ukraine “On Approval of Licensing Conditions for Performance
of Business Activity on Import of
Pharmaceuticals”.

4.7.2. Regulator

CMU

• Through other authorities, realizes the state policy in the
area of development, production, quality control and
distribution of pharmaceuticals in Ukraine;
• Organizes development and implementation of the
relevant national and other programmes, controls over
the compliance with the pharmaceuticals laws;
• Ensures realization of the state policy in the areas of
health care, sanitary-epidemic welfare, access to public
health services, etc.

Ministry of Health
of Ukraine

• Approves criteria and standards for healthcare institutions, conducts accreditation of healthcare institutions
of all property forms;
• Controls compliance with Ukrainian law while performance of pharmaceutical activity;
• Conducts state registration of pharmaceuticals;
• Maintains state pharmacopoeia of Ukraine;
• Controls the quality of health care;
• Stipulates licence conditions for production, import,
wholesale and retail of pharmaceuticals.
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State Service
on Pharmaceuticals
and Pharmaceutical
Control of Ukraine

• Controls pharmaceuticals import to the territory of
Ukraine;
• Controls and supervises compliance with standards
and technical requirements during the transportation,
storage and use of pharmaceuticals;
• Controls the quality of pharmaceuticals;
• Issues licences for production, import, wholesale and
retail of pharmaceuticals.

State Enterprise
“State Expert Centre
of the Ministry
of Health
of Ukraine”

• Examines materials submitted for registration of pharmaceutical products;
• Examines materials with regard to medical usage of
pharmaceuticals;
• Rules on effectiveness, safety and quality of pharmaceuticals which is the basis for the state registration
granting by the MHU.

4.7.3. Registration,
Licensing, Certification
and Quality Control
No pharmaceuticals are allowed
to be used without a prior state registration with the MHU. However,
pharmaceuticals prepared in pharmacies in accordance with medical
prescriptions for individual use or
under the orders of healthcare institutions – from active and auxiliary
substances allowed in Ukraine – are
not subject to the state registration.
The state registration certificate is
granted for a term of up to five years,
and during this term the certificate
holder is responsible for the quality
of the respective pharmaceuticals
product.

If a certain pharmaceutical is registered in Ukraine for the first
time based on complete submission
of documents, the registration of
another pharmaceutical with the
same active substance is possible
not earlier than in five years after
the registration date of the original
pharmaceutical. However, this provision does not apply if the second
applicant under the law has the right
to refer and/or use data from the first
applicant’s documents or submits
its own complete documents.
Handling of narcotic and psychotropic substances and precursors, and
production, wholesale and retail of
pharmaceuticals are subject to mandatory licensing by the SSPPCU.
Licences for wholesale and retail
of pharmaceuticals are granted
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on an open-ended basis. Detailed
licensing procedure is stipulated
in the relevant order (see “Policy”).
For the respective pharmaceutical
to be imported in Ukraine, it must, in
addition to the state registration and
the importer licence requirements,
be accompanied with a quality certificate from its producer. Such certificate confirms the compliance of the
pharmaceutical producer with the
requirements set during its state
registration.
Detailed quality control procedures
are additionally set for pharmaceuticals while conducting wholesale
and retail activity. This control is performed by the respective retailers and
by state representatives as specified
in the relevant order (see “Policy”).

4.7.4. Import and Export
of Pharmaceuticals
As already mentioned, pharmaceuticals may be imported into Ukraine
subject to receipt of the special licence
by the importer. Such licences are
granted by the SSPPCU.
The consumption term of pharmaceuticals imported into Ukraine must not
be less than half of the consumption
term determined by the producer in
case the determined term is less than

a year, or not less than six months
in case the consumption term of the
producer is more than a year. However, some types of pharmaceuticals
may be imported into Ukraine without special licence. The following are
examples:
•• Transit through the territory of
Ukraine;
•• Import of pharmaceuticals for the
following:
-- Pre-clinical research, pharmaceuticals development and clinical trials;
-- Their state registration;
-- Exhibitions, conferences, etc.
without the right of distribution;
-- Medical supply (without the
right of distribution) of foreign
military units admitted at the
territory of Ukraine;
-- Treatment of orphan deceases
under the decision of the respective state authority (this
provision is applicable only to
pharmaceuticals admitted for
use on the territory of the US
or EU members);
-- Personal use by individuals.
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In addition to the above, pharmaceuticals may be imported, under the special permit of the MHU into Ukraine
without special licence in case of
disasters, catastrophes or epidemics,
as well as for medical supply of the
military participating in antiterrorist
operations, during the state of emergency and special period.
To export pharmaceuticals, the producer must confirm their quality by
passing the respective certification
procedure.

•• Name of the pharmaceutical;
•• Name and address of the producer;
•• Registration number;
•• Series number;
•• Consumption methods;
•• Dosage of the active substance in
each product unit and their amount
per package;
•• Consumption term;
•• Storage conditions;
•• Possible restrictions.

4.7.5. Labelling,
Advertising and
Aistribution
of Pharmaceuticals
Ukrainian law requires certain information on pharmaceuticals labels,
both outer and inner package, including the following:

The external package of pharmaceuticals must provide in Braille the
pharmaceutical’s name, the dosage
and the dosage form. The MHU is
entitled to form the list of pharmaceuticals which package does not require
Braille labelling or indicate in Braille
the pharmaceutical name only.
All pharmaceuticals distributed shall
be accompanied with the relevant
instruction with the information
as provided by Ukrainian law. Such
instructions (as well as labelling)
must be in Ukrainian and in the
regional language of the respective
territory (if any).
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Ukrainian law envisages that advertising of pharmaceuticals in
Ukraine is allowed subject to the
following conditions:

•• Designated for treatment of certain deceases (tuberculosis, cancer, HIV/AIDS, STD, diabetes,
obesity, etc.).
Any pharmaceuticals advertising
must follow the following rules:
•• Contain objective information on
such product;
•• Be recognizable as advertising
of a pharmaceutical;

The MHU adopted the list of criteria which are applied to determine a
decision on whether a certain pharmaceutical could be advertised.
Thus, the pharmaceutical could not
be advertised if the pharmaceuticals
were as follows:
•• Contains narcotic and psychotropic
substances and precursors;
•• May lead to addiction syndrome
(except for medicines for external
(local) use);
•• Used only for pregnant women or
while breast-feeding;
•• Used only for children under 12;

•• Have a requirement to consult a
doctor before the pharmaceuticals
use and to read the instruction
before using;
•• A disclaimer "Self medication
could be hazardous" occupying at
least 15 per cent of the advertising
area or duration.
In addition to the above, Ukrainian
law sets a list of requirements for
the content of pharmaceuticals
advertising, e.g. advertisements of
pharmaceuticals shall not contain,
inter alia:
•• References to actual cases of successful application;
•• Guarantees on the eventual medical effect of the product;
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•• Comparisons to other pharmaceuticals intended to enhance the advertising effect;
•• Recommendations or references to
the recommendations of medical
professionals or scientists;
•• Thank-you letters of individuals;
•• Images and/or names of popular personalities, movie, TV or cartoon characters or reputed organizations, etc.
Certain additional restrictions apply
depending on the advertising type
(television, radio, in the printed
media, other electronic means of
communications). Advertising in
the Internet shall comply with
the general legislative provisions
regarding the types of information
allowed for dissemination.
To end consumers, pharmaceuticals are allowed for distribution
either over-the-counter or under a
doctor’s prescription. Retail pharmaceuticals must be conducted only
through pharmacies and with the
relevant retail licence.
The minimum mandatory assortment of pharmaceuticals present in
pharmacies is envisaged by the MHU.
In addition, the CMU adopted the list
of essential pharmaceuticals which
are subject to state price regulation.

4.7.6. Contemplated
Reforms
It is expected that during 2015-2020
the Ukrainian Government will
implement the following reforms:
•• Amend Ukrainian legislation to
guarantee physical and economical
availability of pharmaceuticals;
•• Review the list of essential pharmaceuticals to ensure it consists
of pharmaceuticals with proven
efficiency and safety;
•• Ensure professional trainings for
management of the health care
sector;
•• Reform the public procurement
system regarding the procurement of pharmaceuticals in line
with European standards and
principles, including electronic
procurement, direct purchase of
vaccines and pharmaceuticals
from their producers, etc.

4.8. Power Industry
4.8.1. Policy
Since 1991, Ukraine has been faced
with a number of challenges due to
the low level of energy efficiency and
dominance in the economic structure
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of power intensive industries. The key
challenge is the unsatisfactory technical position of Ukraine’s energy
sector which continues to deteriorate
due to aging energy generating assets
and networks.
Overall capital investments are required for all branches of the energy
sector. Currently the modernization of
some segments of production, transportation and end-use of energy in
Ukraine just began using the existing
tariff mechanisms and state support
under the specific programs.
It is expected that the energy sector of Ukraine will be consistently
transformed from a recipient and
problem sector into an economically profitable, competitive and mobile sector of the economy. For this
purposes, Ukraine requires a sig-

nificant long term investments for
modernization, security and competitiveness of the energy sector.
The main Laws of Ukraine regulating the power sector are the following:
•• On Electricity;
•• On Heat Supply;
•• On Energy Saving;
•• On Alternative Energy Sources;
•• On Principles of Electricity Market
of Ukraine Operation;
•• On Combined Heat and Power
Generation (cogeneration) and
Usage of Waste Energy Potential.

4.8.2. Regulator

CMU

• Realizes the state policy in the field of power industry;
• Organizes development and implementation of the
relevant national and other programmes in the field
of power industry.

Ministry of Energy and
Coal Industry of Ukraine

• The main body in the formation and implementation
of the state policy in the power sector.

National Commission
for State Energy
and Public Utilities
Regulation

• A state collegiate body subordinated to the President
and reports to the Parliament;
• The formation and implementation of the unified state
policy in the areas of the electricity market, heating,
centralized water supply and sanitation, recycling and
disposal of waste;
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National Commission
for State Energy
and Public Utilities
Regulation

• The licensing of the business activities in the area
of electricity, heating, centralized water supply and
drainage;
• The establishment of tariffs on transmission and
distribution of electricity;
• The measures to limit the monopoly in power sector
and to regulate the conditions of business activities.

4.8.3. Regulation and Licensing
Under Ukrainian law the following activities in power sector have to be
licensed by NCSEPUR.
Licensed Activities
Electricity generation

Entities
NPPs, TPPs, HPPs, CHPs,
and other state and private legal entities

Electricity transmission by bulk and interstate State Enterprise “National Power Company
power systems
“Ukrenergo”
Electricity transmission by local power systems (distribution of electricity)

Regional distribution and supply companies
(so-called Oblenergos) and other state and
private business entities

Supply of electricity at regulated tariff (supply
by guaranteed electricity supplier)

Oblenergos and other state and private business entities

Supply of electricity at non-regulated tariff
(supply by independent electricity supplier)

State and private business entities

Wholesale supply of electricity

State Enterprise “Energorynok”

Combined heat and power generation

CHPs

Heat generation at TPPs, NPPs, cogeneration NPPs, TPPs and CHPs and other state and
plants and at plants using non-conventional private business entities
and renewable energy
Heat generation (other than heat genera- State and private business entities
tions at TPPs, NPPs, cogeneration plants and
at plants using non-conventional and renewable energy)
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Licensed Activities

Entities

Transmission of heat energy by bulk and local
heat systems

Oblenergos and other state and private business entities

Heat energy supply

Oblenergos and other state and private business entities

Upon submission of the application
form and all required documents,
the NCSEPUR within 10 business
days considers the application and
adopts the decision on granting or
denial of the license.

On Jan. 1, 2014 the transition period
began to replace the above mechanism for the establishment of the
fully-fledged electricity market in
Ukraine which will consist of the
following:

4.8.4. Wholesale
Electricity Market
The wholesale electricity market of
Ukraine was established in 1997 and
is currently operating under a “sole
purchaser scheme”.
According to this scheme, State
Enterpise “Energorynok” purchases
all electricity generated by electricity-generating companies and
acts as the sole wholesale seller of
electricity to the electricity supply
companies. The features of this
scheme are largely exhausted due
to inability to meet the requirements of the electricity market
liberalization and introduction of
economic incentives to attract the
investments.

It is expected that a fully-fledged
market will be established before
July 1, 2017.
This transformation reform is envisaged and regulated by the Law of
Ukraine “On Principles of Electricity Market of Ukraine Operation”.
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4.8.5. Green Energy
Ukraine is introducing a number of
privileges in order to stimulate the
generation of energy from the RES.
For instance, in 2009 the NCSEPUR
introduced the “green tariff” as a
new way of development of the RES.
Biogas, biomass

The “green tariff” consists of two
components: the basic tariff and the
green coefficient. The basic tariff
(EUR 0.0538 per kWh) established
by NCSEPUR as of January 2009 is
multiplied by the applicable “green
coefficient”.
The following RES are eligible for
the green tariff with the following
“green coefficient”6

2.07

Solar energy

3.24 for roof-top systems with a capacity of up to 100 kW and
building-integrated systems;
3.33 for roof-top systems with a capacity of more than 100 kW;
3.15 for ground-mounted systems.

Wind energy

1.2 for wind power plants with a capacity of up to 600 kW;
1.4 for wind power plants with a capacity of 600 – 2,000 kW;
2.1 for wind power plants with a capacity of more than 2,000 kW.

Hydro-power
1.8 for micro hydro;
(eligible up to a
1.44 for mini hydro;
maximum
1.08 for small hydro power plants.
capacity of 10 MW)
Green tariffs are established for all
eligible technologies until Jan. 1,
2030.

rements are established for wind,
solar, biomass and biogas generation facilities.

In addition, under the electricity law
the green tariffs will be decreased for
the RES units commissioned or substantially modernized in 2019 and
2024 by 20 % and 30 %, respectively.

For instance, the RES generating
facility, t he building of which
commenced after Jan. 1, 2012 and
commissioned after July 1, 2014, the
local content requirement7 should
be not less than 50 % of the RES

The green tariff application is subject to the performance of local
content requirements. Such requi-

The other privileges for the “green
energy” are as follows:

6

This coefficient remains in effect until Dec. 31, 2019.

7

The aggregate amount of raw materials, equipment, works and services of Ukrainian origin.
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VAT exemption
Excise
exemption

Import of equipment, raw materials and components used for electricity production from RES;
Supply and import of RES equipment and facilities for construction
and reconstruction of biofuels produce facilities (until 1 January 2019).
Supply the electricity from RES

Financial
Support on RES
connection
to electricity
network

RES producers are financed through funds included in transmission
tariffs (50 %) and the refundable financial aid provided by RES producer to electricity transmission company (50 %).

Guarantees

If RES producers do not sell the electricity produced from RES directly
to customers or to the electricity supply companies, the sole wholesale operator (State Enterpise “Energorynok”) is obliged to purchase
this electricity at the “green tariff” established for the relevant RES
producer and to pay the full price for it when due and in money.

4.8.6. Contemplated
Reforms
It is expected that during 2015-2020
the Ukrainian Government will
implement the following reforms:
•• Reorganization of energy markets
and implementation of EU laws in
energy sector in accordance with
the Energy Community Treaty
and the Third Energy Package;
•• Implementation of legal and technical measures to synchronize the
energy system of Ukraine with EU
ENTSO-E energy system;

purchaser model to a model of
direct contracts between suppliers and consumers of electricity
and balancing market;
•• Phased elimination of cross-subsidization and alignment of prices
for electricity;
•• Ensuring the transparency of the
energy markets and increase of
their efficiency;
•• Implementation of modern European standards of corporate
governance of public power companies in accordance with the recommendations of the OECD.

•• Liberalization of the electricity
market by transition from sole
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eu-ukr aine
association agreement
5.1. General Overview
In 2014 the EU, its Members States,
and the European Atomic Energy
Community, on the one hand, and
Ukraine, on the other hand (the
“Parties”), signed the Association
Agreement. Its political provisions
were signed on Mar. 21, 2014. Conclusion of the economic part followed on June 27, 2014.
On Sept. 16, 2014 the Association
Agreement was simultaneously
ratified by Ukraine’s Parliament and
the European Parliament. In order
to fully enter into force, it must also
be ratified by all the EU Member
States. Nine of them have already
deposited their instruments of ratification with the General Secretariat
of the Council of the EU, as required
by the Association Agreement. 8
Starting from Nov. 1, 2014 some parts
of the Association Agreement are

8

applied provisionally. They include
the following:
•• Title I: general principles of cooperation under the Association
Agreement;
•• Certain articles of Title II and
Title III: political dialogue between the Parties, their internal
policies, the rule of law, respect
for human rights and fundamental freedoms, and the movement
of persons;
•• Separate chapters of Title V: on energy markets and energy cooperation,
environment, transport, financial
services, agriculture and rural development, consumer protection,
civil society cooperation, etc.;
•• Title VI: financial cooperation and
anti-fraud provisions;

http://www.consilium.europa.eu/en/documents-publications/agreements-conventions/agreement/?aid=2014045,
. http://www.consilium.europa.eu/en/documents-publications/agreements-conventions/agreement/?aid=2013005

172

Investor’s Guide 2015
•• Title VII: institutional, general
and final provisions (with some
exceptions and limitations);
•• Annexes relating to the provisionally applied parts;
•• Protocol III on a Framework Agreement between the EU and Ukraine
on the General Principles for the
Participation of Ukraine in Union
Programmes.
Provisional application of other
parts of the Association Agreement,
including Title IV regarding establishment of a free trade area, was
postponed until Jan. 1, 2016.
Following ratification of the Association Agreement, CMU has approved
the Plan of Actions on Implementation of the Association Agreement for 2014-2017, listing specific
steps to be taken by Ukraine and
the timeframe for their completion.
The Coalition Agreement signed
following Ukrainian parliamentary
elections in October 2014 and the
new Action Program of the CMU
also address some of the association matters. More steps aimed at
implementation of the Association
Agreement are expected to follow
shortly.

5.2. Political

Dialogue & Reforms,
Cooperation in the
Field of Foreign and
Security Policy
Political dialogue between the Parties aimed at, inter alia, enhancing
and deepening their political association is one of the major aspects of
the EU-Ukraine cooperation under
the Association Agreement.
The Parties agreed to cooperate in
the spheres of foreign and security
policy, and to promote further convergence of their policies in these
spheres. They will collaborate on
promoting peace, stability, prevention and fight against terrorism, etc.
In addition, as part of such cooperation, Ukraine undertook to ratify the
Rome Statute of the International
Criminal Court of 1998 and its related documents.

5.3. Justice, Freedom
and Security

In the field of justice, freedom and
security, the Parties will cooperate,
inter alia, in the following matters:
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•• Personal data protection;

standards will take place as soon
as the 2nd quarter of 2015.

•• Migration issues;
•• Mobility of workers;
•• Movement of persons and visa
dialogue;
•• Preventing and combatting money laundering and the financing
of terrorism, including implementation of the relevant international standards in this sphere, such
as FATF, as well as the standards
adopted by the EU;
•• The rule of law and the reinforcement of institutions;
•• The fight against illicit drugs;
•• The fight against crime and corruption, prevention of criminal
and other illegal activities;
•• The fight against terrorism; and
•• The cooperation in civil and criminal matters, etc.
Under the Coalition Agreement, a
number of reforms (regarding election and dismissal of judges, their
independence, etc.) aimed at bringing the Ukrainian judiciary system
into compliance with European

5.4. Trade and
Trade-Related
Matters

5.4.1. National Treatment
& Market Access for Goods
One of the most important parts of
the Association Agreement is the
creation of a free trade area which
the Parties agreed to establish during the period of up to 10 years,
starting from the entry of the Association Agreement into force.
Each of the Parties will grant national treatment to goods originating
in the territory of the other Party
(“originating goods”) in accordance
with Article III of GATT 1994.
The Parties also agreed to the following:
•• To eliminate or reduce duties on
the originating goods of the other
Party;
•• Not to increase existing customs
duties and refrain from introducing new ones on the other Party’s
originating goods;
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•• Except for the safeguard measures which may be introduced by
Ukraine, not to institute or maintain any customs duties, taxes or
other measures having equivalent
effect on the export of goods to
the other Party9;
•• To refrain from maintaining
export subsidies, as defined by
the WTO Agreement on Agriculture, or other measures having
equivalent effect on agricultural
goods intended for sale to the
other Parties, etc.
However, provisional application
of these rules was postponed until
Jan. 1, 2016. Pending their provisional application, the EU unilaterally introduced autonomous trade
preferences for the goods originating in Ukraine, which are discussed
in more detail in the Section “EU-UA
Association Agreement – Trade and
Trade-Related Matters – Regulation
of Trade Pending Application of the
Association Agreement”.

5.4.2. Trade Remedies
The Association Agreement allows
the Parties to use safeguard, antidumping and countervailing measures in some cases.

9

Under the Association Agreement,
the Parties reaffirm their rights and
obligations as to such measures set
forth in GATT 1994 and the WTO
Agreement on Safeguards. Thus,
the WTO rules will apply.
The EU Party also retains its rights
and obligations under Article 5 of
the WTO Agreement on Agriculture providing for the possibility
to impose additional duties on
importation of agricultural products in certain cases, excluding,
however, the agricultural products
which are subject to preferential
treatment under the Association
Agreement.
In addition, in some cases, the Association Agreement specifically
allows Ukraine to impose higher
import duties on importation of
passenger cars under tariff heading
8703 originating in the EU. However, such safeguard measures will
not be applied during the first year
and after the 15th year following the
entry of the Association Agreement
into force.
However, provisional application
of these rules was postponed. It is
expected to start from Jan. 1, 2016.

At the same time, Ukraine specifically undertook to gradually eliminate such duties and similar measures in accordance with annexes to the Association Agreement.
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5.4.3. Technical Barriers
to Trade
In order to facilitate trade between
the Parties, they will cooperate in
the field of technical regulations,
standards, metrology, market surveillance, accreditation and the
conformity assessment procedures.
Such cooperation will take a variety
of forms.
Ukraine will take necessary measures to ensure conformity of its
technical regulations, standards, and
procedures with those of the EU. It
will gradually incorporate the EU’s
acquis into Ukrainian law, implement
administrative and institutional
reforms, etc.

ment and Acceptance of Industrial
Products (ACAA) which will provide
that the trade between the Parties in
the sectors covered by ACCA will be
carried out on the same conditions
as between the EU Member States.
Ukraine will also gradually transpose the European standards as
national standards and cancel the
conflicting national standards,
including the existing GOST standards. It will also take other steps
necessary to become a member
of the European Standardisation
Organisations.
However, provisional application
of these rules was postponed. It is
expected to start from Jan. 1, 2016.

Approximation of the Ukrainian
horizontal (framework) legislation
on, inter alia, general product safety,
requirements for accreditation and
market surveillance relating to the
marketing of products, units of measurement, etc., will be carried out
during the period of one year after
the Association Agreement comes
into force. Vertical (sector) legislation will be aligned with the EU
acquis according to the schedule set
forth by the Association Agreement.

At the same time, according to the
Coalition Agreement, in 2015-2017,
Ukraine plans to take measures
aimed at ensuring compliance of
its technical regulation system to
the EU requirements.

Upon completion of such approximation, the Parties will conclude the
Agreement on Conformity Assess-

•• Developing new state national standards adapted to the EU requirements;

Such measures include the following:
•• Creating independent standardisation and metrology bodies following the EU practices;
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•• Introducing new system of regulation and control of food safety,
introducing HACCP at Ukrainian
enterprises in accordance with
the EU requirements, etc.

5.4.4. Sanitary
and Phytosanitary
Measures
The Parties will cooperate on matters relating to sanitary and phytosanitary (“SPS”) measures in order
to facilitate trade in goods subject
to SPS regulation.
Such cooperation will include,
inter alia, approximation of the
Ukrainian laws to the European
SPS and animal welfare legislation. The approximation will be
performed according to the strategy
which will be developed by Ukraine
and provided, within the period of
three months after the entry of the
Association Agreement into force,
to the Sanitary and Phytosanitary
Management Sub-Committee (the
“SPS Sub-Committee”). The SPS
Sub-Committee will further monitor the process of approximation
and provide recommendations on
the approximation measures.
Other aspects of cooperation will
include the exchange of information,
consultations, various steps necessary for determination of equiva-

lence of the Parties’ SPS measures,
and other aspects.
As part of the trade related provisions of the Association Agreement,
the SPS provisions do not apply now.
Their provisional application was
postponed until Jan. 1, 2016.

5.4.5. Customs and Trade
Facilitation
U kraine a nd t he EU agreed to
strengthen their cooperation in
customs a nd trade facilitation
matters in order to ensure that
the legislative regulation, customs procedures and capacities of
the bodies involved are appropriate
to perform effective control and facilitate legitimate trade.
The Parties agreed to prohibit administrative fees that have the effect
equivalent to the import and export
duties. As to the other fees which
may be imposed by the customs
authorities or other bodies, they
must conform to the conditions set
forth by the Association Agreement
(i.e., imposed only for the services
rendered outside the appointed
hours and places envisaged by the
customs regulations, not exceeding
the cost of the services rendered,
publicly disclosed in official sources, etc.)
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Ukraine also undertook to gradually approximate its legislation to
the EU customs legislation. Where
appropriate, it should also use the
EU Customs Blueprints as guidance.
According to the Coalition Agreement, some reforms of the Ukrainian
customs procedures will take place
in 2015-2017.
Regular consultations and monitoring of cooperation on customs and
trade facilitation matters will be
performed by the Customs Sub-Committee.
Provisional application of these
rules was postponed and is expected to start from Jan 1, 2016.

5.4.6. Establishment,
Trade in Services
and Electronic Commerce
Under the Association Agreement,
Ukraine agreed to provide the EU,
with respect to the establishment
and operation of the subsidiaries, branches and representative
offices of the legal entities of the
EU Party, with treatment which is no
less favourable than that accorded
to its own legal entities, branches
and representative offices, or to any
third-country legal entities, branches and representative offices,
whichever is better. Such treatment

will be provided from the date of the
entry of the Association Agreement
into force.
However, such treatment will be
granted subject to the reservations specifically made by Ukraine
with respect to the establishment
and operation of the foreign legal
entities, their subsidiaries, branches and representative offices. Such
reservations include, inter alia, the
following:
(1)	Restrictions on land ownership:
-- Foreign citizens and persons
without Ukrainian citizenship
have no right to acquire agricultural lands in ownership, to
acquire the land plots belonging to the state and municipal
property free of charge, or privatize the land plots previously
given to them into use;
-- Foreign legal entities are only
allowed to own non-agricultural land-plots on the territory
of populated localities in case
of acquisition of real properties
related to their business activities conducted in Ukraine, and
outside of such localities – in
case of acquisition of the real
estate objects;
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--

The acquisition and lease of
real estate for foreign individuals and legal entities may
require an authorization;

(2) Forestry: forestry can be owned
only by the citizens of Ukraine
and Ukrainian legal entities;
(3) Acquisit ion of state- ow ned
property: entities and governmental agencies in which state
ownership exceeds 25 % cannot
take part in privatization of the
Ukrainian enterprises;
(4) Services:
-- Providing certain types of services in Ukraine requires specific professional qualifications
under Ukrainian law and the
knowledge of Ukrainian language (e.g., medical services);
-- Some types of services may
be provided exclusively by the
citizens of Ukraine (e.g., notarial services);
-- In some cases the license may
be required (e.g., postal and
courier services);
-- Restrictions exist as to the
persons which may engage in
certain types of activities (e.g.,

in case of issuing securities,
including underwriting and
placement activities);
-- There are restrictions on ownership of service providers by
foreigners (e.g. for news agency
service providers);
(5) Absence of national treatment
and most favourable nation
treatment: in some cases, Ukraine
made reservations as to the sectors in which the national treatment or the most favourable
nation treatment will not be
provided (e.g., national cabotage
services, domestic and international air transport services), etc.
With respect to measures impacting
cross-border supply of services,
Ukraine will also provide the services and service suppliers of the
EU Party in sectors specified in the
Association Agreement with the
treatment no less favourable than
that it grants to its domestic like
services and services suppliers.
In addition, in some sectors, such as
the financial services, telecommunication, postal and courier services, as
well as the international maritime
transport, Ukrainian legislation must
be gradually approximated to the
EU acquis. After completion of such
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approximation and its assessment
by the EU Party, the Trade Committee organized under the Association
Agreement may further decide that
Ukraine and the EU Party will grant
each other internal market treatment with respect to services in
such sectors.
However, provisional application
of such rules was postponed and is
expected to start from Jan. 1, 2016.
At the same time, Ukraine plans to
reform its regulation of business
(ent repreneur) act ivity. Under
the Coalition Agreement, in 2015
Ukrainian regulation in this field
must be brought into compliance
with that of the EU.

5.4.7. Current Payments
and Movement
of Capital
In addition to measures aimed at the
liberalisation of trade, the Association Agreement foresees a number
of steps to ensure the free movement
of capital between the Parties.
The Parties undertook to ensure the
free movement of capital relating to
the following:

The Parties also agreed not to introduce new restrictions (or make the
existing measures more restrictive)
on the movement of capital and the
current payments between the residents of the Parties.
In exceptional cases, if the movement of capital or the payments
between the Parties result or may
result in serious disturbance of the
currency or monetary market of
Ukraine or one or more EU Member
States, the Party experiencing such
difficulties may still introduce provisional safeguard measures. This
is for a period of not more than six
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months, if such measures are necessary to cure the situation.
In view of the above, some of the
payment restrictions imposed and
repeatedly extended by the NBU in
order to stabilize the Ukrainian currency market - should they remain
in place - may be viewed as incompatible with Ukraine’s obligations
under the Association Agreement.
However, Ukraine’s intentions to
further liberalize its currency regulations and control by cancellation
of the outdated regulations and
removing unreasonable restrictions
on the cross-border movement of
capital, etc. in 2016 are set forth in
the Coalition Agreement.
In addition, during the first four
years after the Association Agreement enters into force, the Parties
will take necessary steps to create
conditions for further application of
the EU rules on the free movement
of capital. Further liberalisation
will be discussed and determined
by the Trade Committee by the end
of the fifth year after the date of its
entry into force.
Provisional application of these
rules was postponed. It is expected
to start from Jan. 1, 2016.

5.4.8. Public Procurement
Ukraine and the EU will gradually
open their public procurement markets for each other (with limitations
in the field of defence). The process
will be simulta neous a nd will
depend on the accomplishment by
Ukraine of the necessary reforms.
In particular, Ukraine must approximate its public procurement legislation to the EU acquis, implement
institutional reforms and create an
effective public procurement system formed in accordance with the
EU public procurement principles.
At the same time, public procurement provisions of the Association
Agreement apply only to contracts
above certain value thresholds (e.g.,
EUR 412,000 for supply and service
contracts in the utilities sector, EUR
5,150,000 for work contracts in the
utilities sector, public works contracts and concessions, etc.).
In addition, provisional application
of such rules was postponed and is
expected to start from Jan. 1, 2016.

5.4.9. Intellectual
Property
The Association Agreement regulates a variety of the IP matters,
including those relating to recog-

181

EU-Ukraine Association Agreement
nition and protection of copyright
and related rights, trade-marks,
geographical indications, etc. Its
provisions complement the TRIPS
Agreement and other international
treaties in the sphere of IP.
Geographical indications of each
Party will be protected by the other
Party in accordance with rules of
the Association Agreement. Both
Ukraine and the EU will review
and recognize geographical indications set forth in the Association
Agreement, unless they have valid
grounds for objections.
The protection for most of the geographical indications will be effective immediately after the entry
of the Association Agreement into
force. However, Ukraine will be able
to use the following geographical
indications for the comparable products originating in its territory:

The Association Agreement provides for the establishment of a
Sub-Committee on Geographical
Indications. It will coordinate the
dialogue between the EU Member
States and Ukraine on geographical
indication issues. Regular consultations regarding addition of the new
products to the list of protected geographical indication will be held resulting in further updates of the list.
The Association Agreement also
foresees enforcement of intellectual property rights based on the
EU’s internal rules.
However, provisional application
of such rules was postponed and is
expected to start from Jan. 1, 2016.

5.4.10. Competition
The Association Agreement pays
specific attention to ensuring undistorted competition in trade
between the Parties. Its competition-related provisions are aimed
at restricting such anti-competitive
practices as the following:
•• Agreements, concerted practices,
etc. aimed at restricting or distorting competition;
•• Abuse of a dominant position;
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•• Concentrations resulting in monopolization or substantial restriction of competition in the market.
The Parties will address such practices, inter alia, by maintaining
effective competition laws and
appropriate authorities. In addition, Ukraine will approximate its
competition laws and enforcement
practice to the EU acquis.
In order to ensure equal access to
the markets and fair market rules,
competition regulations will also
generally apply to public enterprises and enterprises entrusted with
special or exclusive rights. For this
purpose specific rules are also established for state monopolies.
Except for certain cases specifically
set forth by the Association Agreement, the Parties recognized state
aid resulting in distortion of competition by favoring certain goods or
undertakings as incompatible with
the Association Agreement and
agreed on mechanisms necessary
to ensure transparency in matters
of state aid. In particular, Ukraine
must reform its state aid control system, adopt relevant national legislation and establish an independent
competent authority.

However, such rules will not apply
to certain agricultural products
and fisheries, subsidies covered by
the WTO Agreement on Agriculture. According to the Coalition
Agreement, in the 2nd quarter of
2015 Ukraine plans to improve its
system of state aid to agricultural
producers, including enhancing its
transparency.
Provisional application of such
rules was postponed and is expected
to start from Jan. 1, 2016.

5.4.11. Trade in Energy
Goods
Provisions on trade in energy goods
cover natural gas, electrical energy
and crude oil. In particular, they
regulate the following matters:
•• Regulation of prices: with some
exceptions set forth by the Association Agreement, the prices for
the supply of gas and electricity
to industrial consumers will be
determined solely by supply and
demand (market regulation). In
addition, as prohibition of dual
pricing, the prices for exported
energy goods may not be higher
than for goods intended for domestic consumption;
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•• Prohibition of customs duties and
quantitative restrictions: customs
duties and quantitative restrictions on import/export of energy
goods, as well as other measures
having equivalent effect will be
prohibited. However, some exceptions based on matters of public
policy, public safety and similar
grounds may be applied;
•• Transit and transportation of energy goods: measures must be
taken by the Parties to prohibit and
appropriately address unauthorized
taking of the energy goods transited or transported through the
Party’s territory.
Ukraine will need to gradually approximate its legislation on energy goods
to the EU acquis.
Provisional application of such rules
was postponed and is expected to start
from Jan. 1, 2016.
In addition, under the Coalition
Agreement, Ukraine plans to take a
number of steps to reform its energy
sector and implement the EU acquis
in 2015-2020.

5.4.12.Other TradeRelated Matters
The Association Agreement regulates
such trade-related matters as follows:

•• Trade and sustainable development: implementation of multilateral labour standards and
agreements, multilateral environmental agreements, introduction
of the monitoring mechanisms
involving civil society intuitions,
etc.;
•• Dispute settlement: based on the
model of the WTO Dispute Settlement Understanding, including
consultations and, if unsuccessful, referral to an arbitration panel.
The ruling is binding and must be
delivered within 120 days after
the date of establishment of the
arbitration panel. Appropriate
measures may be imposed in case
of non-compliance;
•• Mediation mechanism: may be
applied in case of a dispute on measures falling within the scope of the
National Treatment and Market
Access for Goods provisions of the
Association Agreement, etc.

5.4.13. Regulation
of Trade Pending
Application of the
Association Agreement
Pending provisional application
of t he trade-related provisions
of the Association Agreement, in
2014 the EU unilaterally introduced autonomous trade prefer-
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ences for the goods originating in
Ukraine by the Trade Preferences
Regulation.

ing a scheme of generalised tariff
preferences and repealing Council
Regulation (EC) No 732/2008.

According to the Trade Preferences
Regulation, the EU unilaterally
reduced or eliminated customs
duties on the goods originating
in Ukraine, including a number of
agricultural products. In addition,
some agricultural products (e.g.,
beef meat, pork meat, eggs and
albumins, certain types of dairy
products and cereals) are admitted
for importation into the EU within
the limit of its tariff quotas.

5.5. Economic and

Such preferences were initially
introduced for the period until the
trade-related provisions of the Association Agreement enter into force
or are applied provisionally, but in
any case until Nov. 1, 2014 at the
latest. However, since the provisional
application of the relevant parts of
the Association Agreement was postponed, the EU extended its trade preferences until Dec. 31, 2015.

•• Macroeconomics;

In addition to such unilateral trade
preferences, Ukrainian goods can
also enjoy general preferences under
the EU scheme of the generalised
tariff preferences in accordance
with Regulation (EU) No 978/2012
of the European Parliament and of
the Council of Oct. 25, 2012, apply-

Sector Cooperation

The Association Agreement provides for enhancing the cooperation
between Ukraine and the EU in the
following 28 sectors:
•• Energy matters, including nuclear
issues;

•• Management of public finances:
budget policy, internal control
and external audit;
•• Taxation;
•• Statistics;
•• Environment;
•• Transport;
•• Space;
•• Science and technology;
•• Industrial and enterprise policy;
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•• Mining and metals;

•• Cross-border and regional cooperation;

•• Financial services;
•• Company law, corporate governance, accounting and auditing;
•• Information society;
•• Audio-visual policy;
•• Tourism;
•• Agriculture and rural development;

•• Participation in EU agencies and
programmes.
The cooperation will take a variety
of forms, including the exchange of
information and experience, cooperation between the relevant regulators, and the regular dialogue on the
issues covered by such cooperation.
Ukraine will also gradually approximate its legislation and practice in
these sectors to the EU law, policies
and standards.

•• Fisheries and maritime policies;
•• Cooperation relating to the Danube river;
•• Consumer protection;
•• Employment, social policy and
equal opportunities;
•• Public health;
•• Education, training, and youth;
•• Culture;

Cooperation in the energy matters
also foresees the creation of the
“Early Warning Mechanism” to
put forth proper measures in case
of a significant disruption in the
supplies of natural gas, oil or electricity between Ukraine and the EU.

5.6. Financial

Cooperation
and Anti-Fraud
Measures

•• Sport and physical activity;
•• Civil society cooperation;

Financial cooperation between
the Parties will take the form of
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financial assistance provided to
Ukraine through the EU funding
mechanisms to facilitate achieving
objectives set forth in the Association Agreement. Main areas of the
financial assistance will be agreed
by the Parties and set forth in the
relevant indicative programs. Financial assistance will be implemented in cooperation with other donors,
while the use of such funds will be
closely monitored by the Association Council established under the
Association Agreement and the EU
institutions.
The Parties will also cooperate in
preventing and combatting corruption, fraud and other illegal practices. For this purpose, Ukraine will,
inter alia, approximate its legislation to the EU acquis in this sphere.

5.7. Institutional
Framework

The institutional framework under
the Association Agreement includes
the following:
(1) Summit:
••Political dialogue at the highest
level;

••Providing general guidance on
implementation of the Association Agreement and discussing
matters of mutual interest;
••Meetings to be held once a year.
(2) Association Council:
••Political dialogue at the ministerial level;
••Composition: (i) Members of the
Council of the EU, members of
the European Commission; (ii)
Members of Ukrainian Government;
••Supervising and monitoring
implementation and application
of the Association Agreement;
••Discussing important issues
within the framework of the
Association Agreement, other
issues of mutual interest;
••Powers to take decisions binding upon the Parties and recommendations;
••Meetings to be held at least once
a year.
(3) Association Committee:
••Assists the Association Council;
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••Composition: Parties’ representatives at the level of senior civil
servants;
••Powers to take decisions binding
upon the Parties;
••Meetings to be held at least once
a year;
••Meetings at least once a year in
special configuration to discuss
trade-related issues.
(4) Sub-Committees:
••Assist the Association Committees;
••Sanitary and Phytosanitary
Management Sub-Committee,
Customs Sub-Committee, SubCommittee on Geographical
Indications, Trade and Sustainable Development Sub-Committee;

(5) Parliamentary Association Committee:
••Forum for meetings of the Members of the European Parliament
and the Parliament of Ukraine;
••Meetings to be held as determined by the Parliamentary
Association Committee itself.
(6) Civil Society Platform:
••Composition: (i) members of the
European Economic and (ii) Social Committee; and representatives of civil society of Ukraine;
••Meetings with representatives
of the Civil Society Platform to
be organized by the Association
Committee and the Parliamentary Association Committee to
obtain opinion of the former on
implementation of the Association Agreement.

••Other sub-committees may be
established;
••Powers to take decisions, when
provided by the Association
Agreement.

188

Investor’s Guide 2015

DEFINITIONS

Information about Partners
Ukraine: General Information
Investment Climate
Doing Business in Ukraine: Regulation
Industries for Investing
EU-Ukraine Association Agreement
Definitions

189

Definitions

DEFINITIONS
AMC

Association Agreement

BITs
Consumer Protection Law

Antimonopoly Committee of Ukraine
Association Agreement between the European Union and the European Atomic Energy
Community and their member states, of the
one part, and Ukraine, of the other part
Bilateral Investment Treaties
Law of Ukraine “On Protection of Consumers
Rights”

CIT

Corporate income tax

Civil Code

Civil Code of Ukraine

CSD
Coalition Agreement
Commercial Code

Central Securities Depository
An agreement concluded by the Parliament
majority of Ukraine in October 2014
Commercial Code of Ukraine

Constitutional Court

Constitutional Court of Ukraine

Court Fee Law

Law of Ukraine “On Court Fee”

Criminal Code

Criminal Code of Ukraine

Customs Code

Customs Code of Ukraine

CMU

Cabinet of Ministers of Ukraine

CHPs

Combined heat and power plants

Currency Control Decree

Decree “On the System of Currency Regulation and Currency Control” by the Cabinet of
Ministry of Ukraine

GATT

General Agreement on Tariffs and Trade

Highest Administrative Court

Highest Administrative Court of Ukraine

Highest CommercialCourt
Highest Specialized
Court for Civil
and Criminal Cases

Highest Commercial Court of Ukraine
Highest Specialized Court of Ukraine for Civil
and Criminal Cases
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HPPs

Hydro power plants

JSC

Joint stock company

EU

European Union

Financial Services Law

Law of Ukraine “On Financial Services and
the State Regulation of the Financial Services
Markets”

Food Quality Law

Law of Ukraine “On the Quality and Safety
of Food Products and Food Raw Materials”

ICSID
IP
IP Service
Labour Code
Land Code
LIBOR
LLC
MEDTU
MHU
MTIBU
NBU

International Centre for Settlement
of Investment Disputes.
Intellectual property
State Intellectual Property Service
of Ukraine
Labour Code of Ukraine
Land Code of Ukraine
London Interbank Offered Rate
Limited liability company
Ministry of Economic Development
and Trade of Ukraine
Ministry of Health of Ukraine
Motor (Transport) Insurance Bureau
of Ukraine
National Bank of Ukraine

NCCIR

National Commission for the State Regulation
of Communications and Informatization

NCRFSMU

National Commission for the Regulation
of the Financial Services Markets of Ukraine

NCSEPUR

National Commission for State Energy
and Public Utilities Regulation

NPPs
NSSMC
OECD

Nuclear power plants
National Securities and Stock Market
Commission of Ukraine
Organization for Economic Cooperation and
Development
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Parliament
PAYE

Verkhovna Rada of Ukraine
Pay-As-You-Earn

PIT

Personal income tax

PPP

Private public partnership

President
Property Rights Register
PSA
Public Procurement Law
RES
SCMRU
SES
SFSU
SGSSU
SSC

President of Ukraine
State Register of Property Rights
to Real Estate and Encumbrances
Production sharing agreement
Law of Ukraine “On Carrying Out Public Procurement”
Renewable energy sources
State Commission of Mineral Reserves
of Ukraine
State Employment Service
State Fiscal Service of Ukraine
State Geology and Subsurface Service of
Ukraine
Single social contribution

SSPPCU

State Service on Pharmaceuticals and Pharmaceutical Control of Ukraine

SSES

State Sanitary and Epidemiological Service

SSUFSCP
State Register of Companies
Supreme Court
STRCU
Tax Code
TPPs
TP
Trade Preferences
Regulation

State Service of Ukraine on Food Safety
and Consumer Protection
State Register of Legal Entities and Individual
Entrepreneurs
Supreme Court of Ukraine
State Television and Radio Broadcasting
Council of Ukraine
Tax Code of Ukraine
Thermal power plants
Transfer pricing
Regulation (EU) No 374/2014 of the European
Parliament and of the Council of 16 April 2014
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on the reduction or elimination of customs
duties on goods originating in Ukraine

TRIPS

Agreement on Trade-Related Aspects
of Intellectual Property Rights

UAH

Ukrainian Hryvnias as of Mar. 18, 2015 the official exchange rate by the NBU was:
• UAH 24.776133 for EUR 1;
• UAH 23.296787 for USD 1;

UN
UPTS

United Nations
Ukrainian pipeline transportation system

VAT

Value-added tax

WTO

World Trade Organization
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The information contained herein is not a legal advice or clarification of the current legislation. The sole purpose of this information
is to inform, but not to recommend or advise. If you need legal
assistance or to be advised on the issues addressed in this
brochure, please contact your legal counsel.
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