[image: image1.png]N

v
Y





[image: image2.jpg]



[image: image3.jpg]MAGYARORSZAG
SLOVENSKO




[image: image4.png]* Kk

* % %

* Kk

* %



[image: image5.jpg]


                                  
Асоціація розвитку малого і середнього бізнесу              Centrum prvého kontaktu Michalovce



та інновацій „Ужгород – ХХІ вік”
Námestie slobody 1, 071 01 Michalovce




Україна, 88000 м. Ужгород, вул. Волошина, 18                                                    Tel.: +421 56/688 5801, Fax.:+421 56/688 5802




Тел./ Факс: + 38 0312 61 64 75 
e-mail: cpkmi@stonline.sk         


e-mail: office@smbusiness.uzhgorod.ua                                                                  www.cpk.infozemplin.sk ; www.cpkprojekt.ukrajina.sk


Incomes of foreigners: taxation procedures

«source of origin from ukraine» 
Incomes received by a non-resident from business activity in Ukraine (including accounts of the non-resident in UAH) are taxed in accordance with the procedure and at rates established by article 13 of the Company profit tax Law of Ukraine No283/97-ВР dated 22/05/97 (hereinafter referred to as the “Profit Law”). 
In other words, in order to tax non-resident’s incomes one has to decide on: 
· if income originates from Ukraine; 

· taxation procedure; and,
· rates applied.

Thus, paragraph 1.21 of the Profit Law states that incomes originating from Ukraine are incomes received by residents or non-residents from any types of activity on the territory of Ukraine, including interests, dividends, royalties and any other passive incomes paid by residents of Ukraine, incomes from rent of property located in Ukraine to residents and non-residents, incomes from selling of realty located in Ukraine, incomes received in the form of contributions and premiums on insurance and reinsurance of risks on the territory of Ukraine, as well as incomes of resident agents from insurance of risks of resident insurers outside Ukraine, other incomes from economic activity on the customs territory of Ukraine or territories controlled by customs service of Ukraine (in the zones of customs control, at the special license customs stores and etc.). 
Paragraph 13.1 in article 13 of the Profit Law of Ukraine contains a list of incomes that are considered incomes originating from Ukraine. At the same time, incomes from this list will be taxed if they are received by non-residents exactly on the territory of Ukraine. Since, as we have already mentioned, to be considered an “income originating from Ukraine” the income must be received from the activity realized in Ukraine. 
The procedure of non-resident’s incomes taxation is contained in paragraph 13.2 of the Profit Law. 
In other words, a resident or a non-resident’s permanent representative office that pays out incomes to a non-resident (stated in paragraphs «а»–«й» of Article 13 of the Profit Law), received by this non-resident from business activity have to withhold taxes.
Incomes are taxed at 15% rate and withheld at the expense of the non-resident if other is no provided by the norms of international agreements. 
Thus, the incomes enlisted in Article 13 of the Profit Law: 
· are not taxed at all, i.e. those that are received not on the territory of Ukraine; 

· are taxed at 15% rate; and,
· are taxed at lower rate or exempted. 
International agreements and conventions 
The most of international agreements on avoidance of double taxation concluded by Ukraine with the states the income recipients are residents of envisage the right to tax such incomes at the rate lower than 15% or not to tax at all in Ukraine. 
In order to improve administration of non-resident’s incomes taxation in line with the international agreements signed by Ukraine to avoid double taxation, Directive No470 of the Cabinet of Ministers of Ukraine approved the «Procedure for exemption (reducing) from taxation of incomes originating from Ukraine in accordance with the international agreements of Ukraine» dated 06/05/2001 (hereinafter referred to “Directive”). It envisages that in order to be exempted from tax on incomes originating from Ukraine the non-resident has to submit a reference (or an attested copy) confirming that the non-resident comes from the country that has an agreement signed with Ukraine. 
The reference abovementioned is issued by a competent authority of the relevant agreement in the form contained in Attachment 1 of Directive 470 or in accordance with the Laws of this country. A reference issued in the form approved by legislation of the relevant state has to be adequately: 
· legalized1; and,
· translated in accordance with the Laws of Ukraine. 
Furthermore, the reference is to meet the requirements bellow; under paragraph 4 of Directive No470 it has to contain: 
· full company name or surname of the non-resident; 

· confirmation that the non-resident falls under the action of the international agreement, i.e. in accordance with the laws of the relevant state he/she is subject to taxation in this state on the grounds of permanent stay (place of residence) or any other grounds; 

· name of the competent authority; 

· name and signature of the authorized representative of the competent authority attesting this confirmation; and, 

· date of issue. 
The reference is valid during one calendar year it is issued in. 
repayment of overpaid tax amount
When a non-resident considers that tax imposed upon his/her incomes exceeds the amount subject to payment according to the norms of the international agreement, he/she has to submit to the State Tax Service an application for repayment of tax amount imposed upon the incomes originating from Ukraine as well as other documents when it is envisaged by the international law. 
In other words, when incomes received by a non-resident from the activities carried out in Ukraine were taxed at 15% rate, and the international treaty provides for an option to pay lower tax upon this income, the state tax authority has to request the reference from this non-resident with another date prior to the date the incomes were paid out, when considering the issue for repayment of the overpaid tax amount. 
In case the fact of tax overpayment is confirmed the state tax authority will make a decision to repay the amount to the non-resident, the copies of which will be handled to the person, who imposed tax upon the non-resident’s incomes and to the non-resident.
Source: www.liga.net
See full version in Ukrainian
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