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2.3. Business forms 

Economic entities are parties of economic relations that undertake business activity, realize their economic competence (the whole set of economic rights and obligations), have individual property and incur liability within this property except for law-established cases. 

Economic entities are as follows: 

· economic entities are legal entities founded in accordance with the Civil Code of Ukraine, state, public and other companies established in line with the Economic Code of Ukraine, as well as other legal entities that carry out economic activity and are registered according to the procedures established by the Law;

· citizens of Ukraine, foreign residents and stateless persons carrying out economic activities and registered as entrepreneurs;

· economic entities realize their economic competence based on their property rights, economic management rights, operational management rights in accordance with the definition of this competence in the Economic Code and other laws; and,

· Business entities are those economic organizations that act on the grounds of property rights, right for economic or operational management, have legal entity status determined by civil laws and the Economic Code. These economic entities have a right to open their branches, representative offices and other detached departments without creating a legal entity.

A legal entity can be established by the property owner’s(s’) decision or his (their) authorized representatives, and in cases specially stipulated within the legislation by the decisions of other bodies, organizations and citizens via founding of a new, reorganization (merger, acquisition, division, transformation) of the operating economic entity(s) fulfilling legislative requirements. 

Economic entities can be established via compulsory division of the operating economic entity by decisions of antimonopoly authorities in accordance with the antimonopoly and competitive legislation of Ukraine. 

Economic entities are established in accordance with the requirements of antimonopoly and competitive legislations. 

A legal entity of any legal form cannot be established and operated without constituent instruments. 

A package of constituent instruments of an economic entity include a decision of their establishment or constituent agreement, and in cases envisaged by the law, statutes (articles) of the economic entity. 

The constituent instruments must state the name of the economic entity, goal and subject of the economic activity, composition and competences of its management bodies, procedures of decision making, property forming, distribution of losses and profits, reorganization and winding-up terms if other is not required by the law. 

Within the constituent agreement founders commit to found an economic entity, establish procedures for their joint activity as to its foundation, conditions for transfer of their property, procedures for distribution of losses and profits, management of economic activity, procedures for quitting and entry of new founders, other conditions provided by the law for activity of the economic entity as well as procedures for its reorganization and winding-up in accordance with the law. 

A statute (articles) of an economic entity must contain such data as its name, goal and subjects of activity, size and forming procedure of the authorized and other funds, distribution procedure of profits and losses, management and control bodies, their competence, conditions of reorganization and winding-up of the economic entity as well as other data related to legal form attributes of the economic entity envisaged by the legislation. The statute may contain other data that does not contravene the legislation. 

A statute (articles) is approved by the property owner (founder) of the economic entity or its representatives, bodies and other entities in line with the Law.

The list of legal forms of economic entities valid in Ukraine

	Companies
	· Privately owned company

· Public company

· Absolute state company

· Municipal company

· Daughter company 

· Foreign-owned company

· Company owned by civil associations and religious organizations 

· Consumer cooperative

· Farm enterprise

	Economic entities
	· Joint-stock company

· Limited liability company

· Double liability company

· Special partnership

· General partnership

	Cooperative associations
	· Producer’s co-operative

· Service co-operative society

· Consumer co-operative society

· Agricultural producer’s co-operative society

· Agricultural service co-operative society

· Co-operative bank

	Business associations (legal entities)
	· Association 

· Association

· Corporation

· Consortium

· Concern

· Holding company

· Other unions of legal entities

	Detached departments without legal entity status
	· Branch (detached department) 

· Representative office

	Other legal forms
	· Entrepreneur  - natural person

· Commodity exchange

· Stock exchange

· Credit union

· Consumers’ society

· Other legal forms

	Civil associations, trade unions, charitable organizations and other similar organizations


A company with over 10% share of foreign investments within the authorized capital is classified as a company with foreign investments. A company acquires the status of the company with foreign investments from the date foreign investments are entered into its balance.  Foreign investments are values invested by foreign investors in accordance with the legislation of Ukraine for the purpose of profit earning or attaining to social effect. Foreign investments can be invested into the spheres not forbidden by the laws of Ukraine. 

Companies with foreign investments have a right to be founders of daughter companies, to establish branches and representative offices on the territory of Ukraine and abroad fulfilling requirements of the legislation of Ukraine and laws of relevant states. 

The constituent documents of the company with foreign investments are to contain data required by the laws of Ukraine in correspondence with the legal form of the company. 

Foreign investors may use the following legal forms for carrying out economic activity:

· share within companies established in common with Ukrainian legal entities or individuals, or acquiring shares of the functioning companies (shares and stocks within its authorized capital); 

· establishing of a company fully owned by the foreign investor, branches and other detached units of foreign legal entities or acquiring of a functioning company; 

· other forms envisaged by Ukrainian Law also without establishing a legal entity on the basis of a partnership contract with an economic entity of Ukraine.

As practice shows, the most commonly used legal forms of economic activity also involving foreign investors in Ukraine are as follows:

· Private entrepreneur;

· Private company;

· Daughter company;

· Limited liability company; and,

· Representative office.

Private Entrepreneur (PE) (individual) is a citizen of Ukraine, foreign resident, who carries out business activity in Ukraine. A citizen becomes an entity of economic activity if he/she carries out business activity and is registered as an entrepreneur without legal entity status. 

This legal form is not widely spread among foreign residents in Ukraine.

Private Company (PC) is a company acting on the basis of private property owned by one or several citizens, foreign residents, stateless persons and their own or hired labour. Moreover, PCs are those acting on the basis of private ownership of a legal entity.

Daughter Company (DC) is a company founded and owned solely by one company.

This business form is the most appropriate one for foreign investors willing to exercise entire control over the activities of the company founded on the territory of Ukraine. Owing to the daughter company’s dependence on the sole founder (foreign investor) important decisions are taken in short terms and in a way the most advantageous for the investor. 

However, foreign investor often needs a partner in Ukraine (company or individual); if that is the case, the most favourable and commonly used legal forms are partnership companies.

Limited liability company (LLC) is an economic entity with authorized capital divided into shares of sizes determined by constituent documents, which accounts for its liabilities by its own property and, when it is not enough, shareholders of this company bear joint and several responsibility in sizes equal to their share in the company determined by the constituent documents. 

Branch is a detached unit of a legal entity located elsewhere from its place of residence and fulfils all or a part of functions of its parent company.

Representative office is a detached unit of legal entity located elsewhere from its place of residence that acts as representative and protects concerns of the legal entity. 

Branches and representative offices are not legal entities. They are endowed by property of legal entities that established them and act on the grounds of regulations approved by those legal entities. Activities of branches, representative offices and other detached units of companies established under laws of other states are carried out on the territory of Ukraine in line with the legislation of Ukraine.

































































































































































































































































































































































































































































































Tento projekt je spolufinancovaný Európskou úniou
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