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Registration as VAT-payer
Attention in taxation cases

The Tax Code of Ukraine stipulates 2 possibilities for the registration as a VAT-payer:

1. Compulsory registration
2. Non-binding registration

A tax payer is to be registered as a VAT-payer in case the total amount of transactions over the period of 12
calendar months exceeds 300 TUAH.

A non-binding registration is possible under the following conditions:

1) Not less than 50% of transactions (selling of goods and services) for the last 12 calendar months were
invoiced to a VAT-payer;

2) The equity capital or the book value of assets of a tax payer exceeds 300 TUAH regardless of the volume
of taxable transactions and selling of goods and services for other tax payers.

Registration as a VAT-payer is important for the business activity in Ukraine because not registered as
VAT-payers companies do not have right for the input VAT-refund. Not deductible VAT decreases taxable
profit.

To import goods to Ukraine the importer has to pay VAT in the amount of 20% during customs clearance. The
VAT is deductible, when the importer is registered as a VAT-payer.

Unfortunately in practice tax authorities try to reject or delay the registration as a VAT-payer. That is why the
process of registration can take a longtime. It is to be noticed that not registered as a VAT-payer company
becomes responsible for the VAT payment from the first day of the following month, when the 300TUAH
turnover has been exceeded. Also in this case the tax payer has no right for the input VAT-refund until he is
registered as a VAT-payer.

Objections to decisions of the tax authorities
How tax payers assert their rights

Companies must regularly assert their rights because of the tax authorities’ fiscal approach. lllegal decisions of
the tax authorities are to be constantly objected. The decisions are to be objected at the administrative level or
in the court. The administrative objection is not compulsory; a tax payer can immediately go to the court. All
legal appeals and claims are to be provided in a written form.

Administrative procedure consists of the following steps:

1. To assert tax payer’s rights the revision act of the tax authority is to be always with
the following addition, for example: “We do not approve the decision specified in the
revision act. The decisions of the revision act are to be legally objected".

2. A tax payer hast to provide his appeal towards controlling authority in the period of 5
days (after the receipt of the revision act). It is to be noticed that representatives of
the tax payer and a tax advisor are to be involved in the objection procedure.
Arguments of the tax payer are seldom appealed at this level.

3. Within 10 days after delivery the tax payer has a right to object the decision of the Nataliya Rak
tax authority to the authority of the higher level. The objection at this level can be B Interbilanz
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4. The objection procedure by the local authorities can last from 20 to till 60 days. In  F+38044 5864299

case the objection is not appealed by the local authorities, a tax payer has the right E dffice@ibgroup.coua
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to provide the objection to the state tax authorities of Ukraine in the period of 10
calendar days.

A total administrative procedure of objection can last about 10 months. A tax payer can go to the court in case
there are no positive results. The court procedure consists of 3 court instances; an average duration of the
whole court procedure is about 2 years and consists of the following steps:

1. Over the period of 10 days after delivering of the decision from the state tax authorities the
administrative claim is to be provided in the court of the first instance. In case the decision of the tax
authority was not appealed at the administrative level, the administrative claim is to be provided within
3 year period after receipt of the decision of the tax authority;

2. The decision of the first instance can be appealed over the period of 10 days from the adjudication in
the court of the second instance by each party;

3. The decision of the Court of Appeal can be claimed by each party in the period of 20 days in the
supreme Administrative Court of Ukraine that issues a final decision.

Important: During administrative or court objection a tax payer is not obliged to pay taxes required by the tax
authority. Otherwise these amounts will be never repaid, even in case the objection is satisfied lately.

In case the decision of the tax authority has been allowed at the administrative level or in the court authorized
persons can be prosecuted with penalties in case of additional arguments because of the tax evasion.

Double Taxation Treaty Ukraine/Cyprus
Why the Ukrainian oligarchs invest through Cyprus and Ukraine

The relations between Ukraine and Cyprus are regulated by the Double Taxation Treaty
as of 29.10.1982 between the former USSR and the Republic of Cyprus. Most
dividends, interests and royalties paid from Ukraine to Cyprus are fully free from the
withholding tax in Ukraine. The tax burden of such income in Cyprus is very low.

Cyprus is one of the biggest foreign investors in Ukraine, there are assumptions that
the invested capital origins from Ukraine mostly. For many foreign investors it is a
sensitive issue to found a Cypriote holding company for business activities in Ukraine.

Important: tax exemptions or the application of the reduced tax rates in line with the Dr.Wilfried Serles

DTTs are granted in Ukraine only when a resident certificate is available. The resident B Interbilanz
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certificate is issued by the authorized non-resident bodies and shall be translated UA-04071 Kyiv
and endorsed with an Apostille yearly. T +380 44 586 42 95
F +380 44 586 42 99

The regulations of the Double Taxation Treaties between Ukraine/Cyprus summarized: E office@ibgroup.coua

Kinds of income Income under the Notes

Double Taxation Treaty
Income from the permanent rep Taxable in Ukraine Income from the business activity of the
office permanent rep office, except for the

administrative, managerial and other
business related expenses.

Income from the international Not taxable in Ukraine International transportation of freights and

transportations passengers by any kinds of carriers
between Ukraine and Cyprus.

Royalties and licences Not taxable in Ukraine

Dividends Not taxable in Ukraine

Interests Not taxable in Ukraine
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Immovable property and income
from its purchase or use

Taxable in Ukraine only

The immovable property that belongs to
the Cypriot resident and is placed in
Ukraine.

Movable property from its purchase
or use

Not taxable in Ukraine

The property that belongs to the Cypriot
resident and is placed in Ukraine.

Salaries and other respective
payments

Not taxable in Ukraine

Provided that:

- The Cypriot resident conducts the
activity in Ukraine, stays in Ukraine for
not more than 183 days within a
calendar year, the technical specialist
— 365 days within 2 consequent
oncoming years;

- The salary (other respective payments)
is paid by a non-resident or on its
behalf.

Salaries and other respective
payments

Taxable in Ukraine

Provided that:

- The Cypriot resident stays in Ukraine
for 184 days and longer;

- The salary (other respective payments)
is paid by the Ukrainian resident

Pension fund, financial aid and
respective payments

Not taxable in Ukraine

Other income

Not taxable in Ukraine
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Further Information

Contacts

Austria (Vienna)
Roland Teufel, T +431 50543 13-0

IB Interbilanz

Schonbrunner Stral3e 222, 7 level

A-1120 Vienna

T +43 1505 43 13-0, F +43 1 505 43 13-2013
E office@ibgroup.at

CROATIA (Zagreb)
Marco Egger, T +43 1 505 43 13-18

IB Grant Thornton

Ulica grada Vukovara 284, HR-10 000 Zagreb
T +385 1 272 06-40, F +385 1 272 06-60

E office@ibgroup.hr

CZECH REPUBLIC (Prague/Brno)
Helmut Hetlinger, T +420 296 152 111

IB Grant Thornton

Na Bojisti 18, CZ-120 00 Prague 2

T +420 296 152 111, +420 296 181 481
F +420 296 181 483, +420 296 181 484

E office@cz.gt.com

IB Grant Thornton

Pekarska 7, CZ-602 00 Brno

T +420 543 4257-11, F +420 543 4257-77
E office@cz.gt.com

HUNGARY (Budapest/Gyér)
Waltraud Korbler, T +36 1 455 2000

IB Grant Thornton

Vamhaz krt. 13., H-1093 Budapest
T +36 1 455 2000, F +36 1 455 2040
E office@ib-gtbudapest.co.hu

IB Grant Thornton

Fehérvari at 75, H-9028 Gyor

T +36 96 5101-20, F +36 96 5101-39
E office@ib-gtgyor.co.hu

SERBIA (Belgrade)
Marco Egger, T +43 1 505 43 13-18

IB Interbilanz Consulting

Bulevar Milutina Milankovics 136a,
RS-1170 Novi Beograd

T +381 11 655 70 43, F +381 11 2693 999
E office@ibgroup.rs

SLOVAKIA (Bratislava)
Wilfried Serles, T +43 1 811 75-97

IB Grant Thornton

Krizkova 9, SK-811 01 Bratislava

T +421 2 593 004-00, F +421 2 593 004-10
E office@sk.gt.com

SLOVENIA (Ljubljana)
Marco Egger, T +43 1 505 43 13-18

IB Grant Thornton

Linhartova 11a, SI-1000 Ljubljana

T +386 1 434 180-0, F +386 1 434 18-10
E office@ibgroup.si

UKRAINE (Kyiv)
Wilfried Serles, T +380 44 586 42 95

IB Interbilanz Consulting LLC

IB Interbilanz Audit LLC

Yaroslavskaya Str.6, UA-04071 Kyiv

T +380 44 586 42 95, F +380 44 586 42 99

E office@ibgroup.co.ua

This information bulletin is intended for our colleagues,
clients and friends of our company. Due to the
advertising restrictions the bulletin can be passed to
third persons only upon our consent. Please note that
all information is given without a guarantee, despite is
careful processing, and that the author, that is
IB.Group, does not accept any liability for it.
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IHcbopmauinHKiA nuer npu3HayeHwnit ansa
cniBnpauiBHuKiB, AoBipUTeniB i Apy3iB  Haworo
ToBapucTBa. Yepes 3abopoHy peknamu

npodeciitHO-NPaBOBOrO  xapakTepy nepefaya LbOro
iHdbopMmaLiiHoro nucTa TpeTiii 0cobi Ao3BoneHa nuwe
npu HasBHOCTI Haworo Aossony. TyT cnig 3BepHyTH
yBary Ha ToW DaKT, Lo, He3BaXawuu Ha AeTanbHe
onpauloBaHHs BCIX [JaHHUX, MW He rapaHTyemo ix
[OCTOBIpHICT, NpW  LBOMY iX aBTOpM, TO6TO
npeacTaBHuku IB-Ipynu , He HecyTb 3a Ue Hiskoi
BiAnoBiganbHoOCTI.

Informationsschrift ist fur Mitarbeiter, Mandanten und
Freunde unseres Hauses bestimmt. Die Weitergabe an
Dritte ist wegen des berufsrechtlichen Werbeverbotes
nur mit unserer Genehmigung gestattet. Es wird darauf
verwiesen, dass alle Angaben trotz sorgféltiger
Bearbeitung ohne Gewahr erfolgen und eine Haftung
der Autoren bzw. der IB.Group ausgeschlossen ist.
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