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1. Specifics of the Ukrainian Market

On January 1, 2016, the European Union (the EU) and Ukraine began applying the Free Trade Area, which forms
the part of the EU-Ukraine Association Agreement signed on 27 June 2014. The political part of the Association
Agreement fully entered into force on 1st September 2017.
Making business in Ukraine is embedded into a quite unique market situation. On the one hand the country is
associating itself towards the European Union by initializing reforms and rejuvenating its authorities. This
atmosphere of change promises massive chances to capture a remunerative market. On the other hand the
country conducts its heritage of the former Soviet Union including laws and regulations, specific local accounting
standards, a variety of different authorities directly impacting the business world by a high level of bureaucracy
and corruption. Excellent personal relationships and the creation of trust are essential to establish a successful
joint venture or market presence.
HWC is combining local expertise with Western European business manner and acts as the interface between you
and this complex environment. Adapting your business to the Ukrainian market, consulting on business relevant
decisions and supporting with business services is our core competence.

Making your business work –
is what we do!
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2. Accounting in Ukraine

▪

With effect from January 1, 2000, Ukraine implemented the National Accounting Standards (NAS), which are primarily
based on the International Financial Reporting Standards (IFRS)

▪

Since January 1, 2012, all taxpayers in Ukraine are allowed to use IFRS for financial reporting

▪

Regardless of NAS or IFRS being in use, a taxpayer has to complete a significant number of different accounting and
reporting forms required by the local law

▪

Financial statements (incl. balance sheet, income statement, cash flow statement, statement of changes in equity and
notes to the financial statements) are to be prepared in local currency and must be filed for a calendar year and relevant
interim reporting periods (quarters)

▪

Taxpayers are not able to use their own “charts of accounts” and have to adapt them in line with the essential “Chart of
Accounts”, directly required by the Ukrainian law. As a result, the number of accounting entries to be made is about twice
as much as in comparison with the requirements to the foreign entities in comparable situations

▪

Certain obligatory principles have to be applied by any local taxpayer when preparing its “accounting policy”. The
Ukrainian government adopted the list of items are to be regulated by the “accounting policy”

▪

“Customs declaration” (for import/export of goods) and “Act of acceptance” (for other cases) are essential for tax and
accounting. “Invoice” is rather formal than essential document. “Credit note” is not required at all.

Basic accounting principles are:

▪

Accounting is based on historical cost which is subject to inflation adjustments

▪

Accounting directives are aimed at uniformity and continuity across businesses

▪

Design of the accounting forms is regulated by NAS

▪

Form of a transaction prevails over its substance for the accounting

▪

In particular NAS implement and develop accounting rules.
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3. Main Taxes in Ukraine

▪ Corporate Profit Tax (CPT)
Basic Rate - 18%;
Cap – n/a;
Reporting periods – calendar quarter, half year, three quarters, year

▪ Value Added Tax (VAT)
Cap - n/a;
Basic Rates - 0%; 7% and 20%;
Reporting period - calendar month

▪ Personal Income Tax (PIT)
Cap - n/a;
Basic Rates - 18%;
Reporting period - calendar quarter

▪ Unified Social Security Contribution (USSC)
Cap – up to 15 minimum salary (min. is UAH 3,723 per month, approx. EUR 124; cap in 2018 = UAH 55 845)
Basic Rates:
▪ Employee – n/a
▪ Employer – 22%
Reporting period: calendar month

▪ Military Tax

Cap – Gross salary (including any benefits)
Basic Rates: employee - 1,5%
Reporting period: calendar quarter

▪ Excise Taxes
Excise tax applies to the exhaustive list of the goods imported to or produced in Ukraine, including: alcoholic beverages, tobacco and tobacco
products, fuel, and certain other products
The rates of exercise tax can be “Ad Valorem” (a percentage of the value of the goods), “Specific” ( in monetary units per unit of goods), or
“combined”. The rates of exercise tax are subject to permanent changes and must be checked for each particular case separately.

HWC – ACCOUNTING & TAX IN UKRAINE | 05

4. Start-Up Costs
▪ The start-up stage requires certain obligatory official “set-up” expenses (e.g. registration fees, notary fees, payments
to lawyers, etc.), which, in fact, shall be paid prior or during the state registration
▪ The National Accounting Standards (NAS), which are the essential ground to calculate the taxable base, directly
presume the deductibility of the “set-up” expenses for the Corporate Profit Tax (CPT) purposes
▪ Deductibility for the CPT purposes of the “additional” expenses (e.g. payments for the office equipment, furniture,
stationary, etc.), paid before the state registration, is questionable, and, as a rule, unaccepted by the local fiscal
authorities.

In order to minimize non-deductibility of the “additional” expenses it is recommendable to pay them after the state
registration completed and from the registered new corporation’s bank account.

5. International Payments
▪ Ukraine has the well-developed network of the Double Taxation Treaties (DTTs). The rules incorporated in the DTTs,
prevail over the same rules of the Ukrainian tax legislation
▪ To apply the privileges granted by the DTTs, the beneficial ownership test is to be passed. In general, under the
Ukrainian law the beneficial owner is a person having the right to receive relevant Ukrainian-sourced income, but
being not an agent, nominee or intermediary (conduit)
▪ In addition, the certificate confirming the residence of a foreign company involved is a must.
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6. Payments in Foreign Currency

Settlements between residents and nonresidents of Ukraine in trade and service transactions may be performed in both
hard and, under certain conditions, in local (Hryvnia) currencies.
Since 2013 the National Bank of Ukraine (the NBU) has temporary measured operations in foreign currency for the periods
from 3 to 6 months, with subsequent prolongations. On Dec. 2016, the NBU extended most of the temporary anti-crisis
currency control rules till the financial stabilization of bank system of Ukraine. The main of them are:
▪ Prohibition of early repayment of loans in a foreign currency over 2M. USD/month
▪ Prohibition to pay dividends to non-resident. However exemption have been introduced under specific conditions:

▪

The transfer of foreign currency is provided by the issuer of corporate shares for which dividends are paid

▪

The transfer must not exceed the total amount of USD 7M. (equivalent in foreign currency with the
exchange rate established by NBU) per month

▪

All the transfers must be done through one authorized bank. The change is possible but is subject to
further conditions

▪ It’s allowed the payment of the purchase price to a non-resident following the sale by the non-resident of shares/
participatory interest in a Ukrainian company or following a decrease in the company’s charter or a withdrawal by
a non resident if the subsequent conditions are satisfied:
▪

The transfer of foreign currency for those purposes is done by a resident

▪

The transfer must not exceed the total amount of USD 5M. (equivalent in foreign currency with the
exchange rate established by NBU) per month

▪

All transfers must be done through one authorized bank. The change is possible but is subject to further
conditions
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6. Payments in Foreign Currency

▪ Prohibition of payments abroad under the individual licenses previously issued by the NBU with certain exemptions, which
include but not limited to:
▪

Placement of funds by legal entities on a bank account abroad

▪

Payment by a Ukrainian guarantor (surety) to a lender which is an international finance institution or foreign export
credit agency

▪

Payment by Ukrainian legal entities of membership fees for a non-resident legal entity

▪ Requirement for Ukrainian banks to continue exercising control over export operations in case of set-off by the parties (with
certain exemptions)

The expiring period is 180 days for import/export transaction settlement and mandatory conversion of foreign currency. It is
possible a prolongation in a limited number of cases. The failure in respecting the prescribed terms can turn into an imposition
equal to 0.3%, of the amount due, for each day of delay in both sides, Import & Export.
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7. Corporate Profit Tax (CPT)
▪

Corporate profit tax rate is 18% in 2018

▪

Since 2015, the taxable base is, in particular the annual financial result (profit or loss from ordinary activities before
taxation) declared by a taxpayer in its financial reporting (prepared either in line with NAS or with IFRS) and adjusted
by several gains/losses directly presumed by the Tax Code

▪

A Taxpayer, whose annual income (net VAT) for the previous year from any activities does not exceed UAH 20 M. may
not apply, at its own discretion, any adjustments, except the losses carried forward from the previous periods. If it is
the case, then the taxpayer will not be able to apply any other adjustments during all subsequent reporting periods
(years), until its annual income (net VAT) exceeds the threshold of UAH 20 M

▪

A taxpayer, whose annual income (net VAT) from any activities exceeds UAH 20 M., shall apply the adjustments
required/granted by the Tax Code. The adjustments are mainly relevant to the transfer pricing rules, accruals of
reserves, depreciation of noncurrent assets, etc.

▪

A taxpayer, whose annual income (net VAT) from any activities does not exceed UAH 20 M., shall declare and pay tax
annually. A taxpayer, whose annual income (net VAT) from any activities does exceed UAH 20 M., shall declare and pay
tax quarterly

▪

CPT return shall be filed with the local fiscal (tax) authorities during 40 calendar days following the reported quarter
and during 60 calendar days following the reported year

▪

CPT liabilities shall be paid during 10 (ten) days following the deadline presumed to file the CPT return

▪

Certain business may qualify for a different tax regime, including agricultural, insurance and certain other businesses
specified in the Tax Code

▪

Accruals and payments of the CPT on dividends are subject to separate regulations. The CPT and Withholding Tax on
dividends are separate taxes

▪

Under certain conditions a CIT tax payer registered after Jan. 2014 till Dec. 2020 can be granted with the CIT
exemption till 2021

▪

The non-residential property tax cannot be accounted as part of the CPT.
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8. Value Added Tax (VAT)

▪ As of 1 January 2018, there are three VAT rates: 20%, 7%, and 0%

▪ The rate of 20% applies to almost all transactions subject to VAT except specific transactions subject to 7% (medicines,
medical goods and equipment incl. for trial) and 0% (export of goods, international transport and tolling services)
▪ Provision of services to a non-resident is not directly considered to be zero-rated. Such services are subject to 20%
VAT or considered to be outside of the scope of VAT (with no right to claim input VAT) depending on “the place of
supply”, as it is in the Tax Code
▪ VAT registration is obligatory for a taxpayer, whose volume of VAT-able operations exceeds UAH 1 M. during the
preceding 12 months; Voluntary registration allowed as well, even for those taxpayers, which have no VAT-able
operations (e.g. VAT registration during the initial registration as a taxpayer)
▪ Registration of a non-resident company as a VAT payer is not possible. Being unregistered as VAT payer, a non-resident
cannot claim a VAT refund of input VAT paid in Ukraine
▪ The “first event” rule applies to input and output VAT. Under the “first event” rule, the liability to pay output VAT as
well as the right to credit input VAT arises either at the moment of receiving services/ goods (signing of the acts of
acceptance) or when paying money for the services/ goods, depending on which event happens first
▪ VAT e-declaration is to be filed with the local tax authorities monthly, by the 20th day of the month following the
reporting one. Relevant tax liabilities (if any) are to be paid during 10 days following the reporting deadline

▪ Taxpayer, who applies paying Simple Tax at the rate 5 % (for details see below) may work without registration as VAT
payer.
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8. Value Added Tax (VAT)
Electronic VAT administration
▪ In Ukraine the Electronic VAT administration came into force in January 2015
▪ A separate VAT bank account is required for the electronic VAT administration
▪ All VAT invoices shall be registered in the “Register of the Tax Invoices” conform the following scheme:
▪

invoices issued in the period 1-15 of a month shall be registered until the end of the same month

▪

invoices issued between 15 and 30 shall be registered until the 15th day of the following month

▪ No paper copies are required for the accounting
▪ VAT liabilities shall be paid from the separate VAT account. If the volume of the funds on the VAT account is lower than
the VAT liabilities to be paid, a tax payer has to transfer a sufficient amount from its operational bank account to the
VAT bank account to compensate the lack of the funds
▪ For the purposes of input VAT adjustments (pro-rata or self-assessed VAT liabilities) a consolidated VAT invoice should
be issued by the end of the respective month
▪ A registered VAT invoice can be included into input VAT within 365 days after issuing.
VAT recovery and refunds
▪ Generally, input VAT incurred by a registered entity on the purchase and/ or importation of goods and services used
for the purpose of its own business (except for VAT incurred in relation to exempt supply) may be recovered by way of
a credit against output VAT. If the input VAT exceeds output VAT, the refund is available in monetary form.
VAT regime for agriculture companies
▪ The special VAT regime for agricultural companies was terminated as of 1 January 2017
▪ For the state support for agricultural companies, the budget subsidies for agricultural companies will be implemented.
From 2017 onwards, budget subsidies are planed for 5 calendar years, i.e. until 1 January 2022;
▪ The local tax authorities will maintain a separate register of agricultural companies qualifying for budget subsidies.
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9. Personal Income Tax (PIT)

▪ Individuals - tax residents are subject to PIT in Ukraine, regardless of whether they are citizens of Ukraine or not. Tax
residence, as a rule, is regulated by the Double Tax Treaties concluded between Ukraine and a country of residence of
the individual non-resident. Individuals - tax residents are to be taxed on their worldwide income
▪ There is one standard rates of PIT in Ukraine - 18%
▪ Dividends are paid by a CPT payer are subject to PIT at the rate 5%. Other passive income (incl. interests, royalties,
dividends paid by a non CPT payer, etc.) are subject to PIT at the rate 18%
▪ In general, PIT shall be withheld at the payment sources and shall be paid out by the employer prior to or
simultaneously with the relevant taxable payments (e.g. salary, payments under the civil law agreements, etc.)
▪ In general, the employees (incl. non-residents working in Ukraine), who have the wage as one source of income, are
not liable to file PIT declaration; Reports on personal income tax (Form – “1DF”) of these employees shall be quarterly
filed by the employers, and must include information regarding each of the employees as to the income received and
PIT withheld

▪ Income from foreign sources or income from Ukrainian sources, which was not taxed at the sources, is subject to
taxation in Ukraine. The tax liabilities are to be calculated based on the data declared in the annual PIT return
▪ Annual PIT return is to be filed with the local tax authorities by the 1st May of the calendar year following the
reporting one. The self-assessed tax is to be paid in local currency (UAH) by the 1st August of the calendar year
following the reporting one
▪ International agreements signed by Ukraine (i.e. Double Taxation Treaties) prevail over domestic legislation.
Therefore, the lower tax rates or even tax exemption can be applied based on the international agreements.
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10.Unified Social Security Contribution (USSC)
▪ Remunerations, allowances and other similar payments to employees (regardless of being locals or foreigners) through
payroll are subject to the Unified Social Security Contribution (the “USSC”). The USSC is to be paid by employer only
▪ Foreigners, who work in the representative offices of foreign companies, are not liable for the USSC
▪ The USSC covers the payments to the: Pension Fund, Social Security Fund, Unemployment Benefit Fund and Accident
Insurance Fund
▪ The taxable base for the USSC is capped by 15 “minimum salary", i.e. the cap for the USSC for the period January –
December 2018 is UAH 55,845 (approx. EUR 1,862). The salary amounts exceeding the cap are not subject to the USSC
▪ The USSC rate is 22% of the gross income
▪ The USSC due by the employer is to be paid simultaneously with the relevant income
▪ The USSC e-reports are to be filed with the fiscal authorities by the 20th day of the month, following the reporting one. If
an employer applies any social benefits, they should be reported quarterly by the 20th calendar day of the month
following relevant quarter.

11.Military Tax
▪ The Military Tax effective from 3 August 2014 and would apply until the reform of the Ukrainian Military Forces is
completed. The completion should be confirmed by respective decision of the Parliament of Ukraine;

▪ The tax base for the military tax is the same as for PIT
▪ Tax at the rate 1,5% is the sole responsibility of an employee.
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12.SIMPLIFIED TAXATION SYSTEM (SINGLE TAX)
▪

▪

▪

▪

▪

Upon the entry into force of the Law of Ukraine No.71 on
January 1, 2015 the number of single tax payers’ groups
has been reduced from 6 to 4
The System grants payment of CPT at the rates 3% or 5%,
possibility to avoid registration as VAT payer and is
regulated by the Tax Code of Ukraine
In general, the conditions to apply the System and
relevant advantages and disadvantages are briefly
provided in the following table

Taxpayers from the 3rd Group cannot be registered as
VAT payer from the very beginning. Firstly registration as
5% tax payer is required. Nevertheless, re-registration is
not complicated and can be performed from the
beginning of any calendar quarter, provided relevant
statement submitted to the tax authorities at least 15
days prior to the beginning of the relevant calendar
quarter
Taxpayers that adopt the Simplified Taxation System must
maintain their accounting records in line with the specific
procedures presumed by the Tax Code for such tax
payers.

Group 1

Taxpayers

Private
Entrepreneurs

Group 2

Private
Entrepreneurs

Group 3

Group 4

Private
Entrepreneurs
&
Legal Entities

Agricultural Producers ( Legal Entities
and individual Farmers)

Max. Income
per Year

UAH 300 000

UAH 1.5 Mio

UAH 5 Mio

Main Criterion:
Income from own agricultural products
constitutes not less than 75% of the total
gross revenue of the previous tax (reporting)
year

Max. Number
Employees

No Limit

10 employees

No Limit

No Limit

Major Activities

Trading in
Markets
specified
consumer
services

Sale of good;
Restaurants;
Services to payers of
Single Tax and| or
individuals
Manufacturing|
Production

Any activity
( unless
specifically
excluded)

Sale of agricultural products produced and
processed (other than specifically excluded)

Up to 20 % of min
salary per month

3% of Turnover
(if VAT
registered)
5% if no VAT
Registration

The amount of tax due depends on the size of
the agricultural land plot owned or rented by
the agricultural producers. The tax rates vary
from 0.49% to 5,4%, apply to the normative
monetary value of one hectare of agricultural
land, and depend on the type of such land.

Tax Rates

Up to 10% of
min subsistence
level per month
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13.Cash Payments

▪ Payments in cash (salary, compensations, etc.) require special supporting documentation (cash receipts, cash
disbursement vouchers, etc.) and must be recorded in a standardized cashbook. To compensate for any expenses
incurred by an employee for a company’s business, a so-called “advance report”, using a standardized form, must be
completed

▪ To keep cash in office (petty cash), a company has to set a “cash limit”. For this purpose, a company has to use a
specific algorithm required by the National Bank of Ukraine. The “cash limit”, in general, depends on the average
number of cash transactions per month and on the nature of the company’s business. In that case of a start-up
business, the “cash limit” is set based on the presumed number of cash transactions and may be revised after three
months based on actual number of the cash transactions
▪ Cash exceeding the “cash limit” that is withdrawn by a company from the bank for specific payments (e.g. advance for
business trips) has to be returned to the bank if not paid to a recipient within 3 days

c

▪ Exceeding the cash limit, if identified by the tax authorities in a company’s office, results in significant fines for the
company (up to quintuple amount of the excess)
▪ The limits for cash payments in Ukraine are set at:
▪

UAH 10,000 - cash payments between companies during one working day

▪

UAH 50,000 – cash payments between individuals and companies during one working day for goods (labor,
services)

▪ Payments between individuals amounting to UAH 50,000 under the sale and purchase agreements are to be endorsed
by a notary.
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14.LICENSING

▪ In Ukraine, certain types of business activities may be carried out only upon obtaining a license from the relevant
state authorities

▪ Since July 2015 about 30 types of activities are subject to licensing in Ukraine. The main of them are: banking and
financial services; professional stock market activity; certain types of constructions; certain types of cross-border
business activity; business activity in the sphere of intellectual property; manufacturing and sale of ethanol, cognac
and fruit spirits, alcohol beverages and tobacco; production and sale of pharmaceuticals; business activities in
telecommunications, TV and radio broadcasting; cargo, passenger and baggage transportation; medical and
veterinarian practice; transportation of oil and petroleum products via long-distance pipelines; transportation of
natural, oil-well gas and methane via pipelines and their distribution; sale of biomass liquid fuel and biogas, etc.

c

▪ License can be obtained both in hard copy and in electronic form. The documents for license can be submitted
personally, by post or electronically

▪ Licenses are issued for an indefinite period of validity unless a limited term is prescribed for a particular type of
license. Generally, the term of the license should not be less than 5 years. For a license a one-time fee shall be paid.
Re-issuing of a license shall be done free of charge.
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15.Transfer Pricing

▪ The new transfer pricing rules for the Ukrainian companies came into effect on September 1,
2013 and are subject to permanent changes

▪ In 2018, the threshold for controlled transactions constitutes UAH 10 M. with one counterparty
(provided the total annual revenue of the taxpayer is over UAH 150 M.)

▪ Controlled transactions include the following types of transactions:

▪ The principle of grouping may be applied to the following transactions:
▪

with goods/services under long-term agreements (in particular those performed
throughout the entire reporting period);

▪

with rights for the use of different intangibles associated with a goods/services;

▪

in respect of a series of closely related products (product group) and/or services;

▪

with different goods/services, provided that one good/service, or a group of there
create demand for the other good/service, or a group there

▪ Abilities based on the minimum or maximum level of the course of self-adjustment in
relation to the controlled transactions, the taxpayer calculates its tax lie arm's length range
(as the case may be), while the tax authorities will make such assessment based on the
median of the arm's length range

▪

with related non-resident companies;

▪

transactions for the sale and/or purchase of services via non-resident commission
agents

▪

transactions with non-residents who do not pay CPT and/or are not tax residents of the
countries of their registration (the list of incorporation forms of such non-residents is
the n.480, signed by CMU, that went into force on 27.07.2017 and has been enlarged
on 01.01.2018)

▪ The deadline for submission of the report on the controlled transactions is the 1st October of
the year following the reporting year

▪

transactions with non-residents who residing on the territories from the "low tax" list
(the “low tax” list, signed by CMU, today contains 85 countries from the last update of
27.12.2017)

▪ In the course of review of compliance of the controlled transactions' terms to the arm's
length principle the controlling authority is not entitled to apply other TP method than the
one specified in the advanced pricing agreement.

▪

Transactions between a non-resident and its representative office in Ukraine (provided
the total annual revenue of any amount)

▪ The principle of "grouping" of transactions provides that the taxpayer shall have the right to
aggregate several controlled transactions with one person in order to determine the
compliance of terms of the controlled transactions with the "arm's length" principle.
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Reasons to work with HWC

▪

Strong and committed Team

▪

Team Member with experience in Big 4 or international/ global player

▪

We communicate with our clients and partners in English, German, Russian and Ukrainian

▪

Both HWC-Partner combine more than 30 years working experience in different leading

Memberships/ Service Provider Listings

positions in Ukraine
▪

German business attitudes

▪

Experience with Global Players and with SME/ Hidden Champions

▪

Modern and state of the art IT Infrastructure and Office

▪

Office next to Metro Minska (50 meter) and only 12 minutes to the very Center of Kyiv

(Maidan)
▪

Well experienced in different business sectors e.g. IT, Agriculture, Oil & Gas, Energy, Heavy
industry, Logistics, Machinery and Equipment, Engineering, Retail, Metal Industry, Services
and others

▪

Allianz-insured
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Our Services at a glance

Business Set Up Advice

Market Analysis & Research

Tax Compliance & Tax
Advisory

Recruiting/ Executive Search

Feasibility
Studies

Business Planning

Accounting Outsourcing &
Reporting

HR & Payroll Solutions

Outstaffing

Strategy
Consulting

Office Sublease

Due Diligence
& Transaction Services

Restructuring

Interim Management
(General Director/ CFO/
Chief Accountant)

Legal Address, Business
Address
& Virtual Office

(Finance/ Tax/ Technical)
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HWC LLC
04205 Kyiv, Ukraine
O-R Business Center
Obolonskyi Ave 26
+38 044 451 5154 Kyiv
+43 660 717 2456 Vienna
office@hwc.com.ua
www.hwc.com.ua

Making your business work –
is what we do!
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