Perma.nent
Establishments
In Ukraine

Key Information for Non-Residents

What is a Permanent
Establishment (PE)?

A permanent establishment (PE) is a
form of presence of a foreign company
in Ukraine through which it conducts
business activities. The existence of a PE
creates tax obligations for the non-
resident in Ukraine. The rules governing
PEs in Ukraine are fully aligned with
OECD standards. A PE may operate as a
registered separate division (branch) of
a non-resident or without formal legal
registration.

NB

Auxiliary activities do not create a PE
in Ukraine. Similarly, the activity of an
independent agent who provides
intermediary services in the course of
their ordinary business and on arm's
length terms does not qualify as a PE.

Taxation of Permanent
Establishments

RELEVANT TAXES

Y PE's profits are subject to 18% CIT. Taxable
profits must be determined at arm’s length.

>» VAT at 20% may apply if the PE carries out
VATable activities.

» Withholding tax will not apply to payments
from the PE to its non-resident.
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Forms of
commercial PEs

A fixed place of business through which
the non-resident wholly or partly carries
out its business activities in Ukraine

A dependent agent acting exclusively
or almost exclusively on behalf of, in
the interest of, and/or for the benefit
of one or more related non-resident
persons

A construction site, assembly or
installation project, or related supervisory
activities that last more than 12 months

Services (excluding personnel supply)
rendered in Ukraine through the non-
resident's personnel for more than 183
days within any 12-month period under
one or related projects

Persons authorized (by contract or in
fact) to hold and regularly supply the
non-resident's goods from stock on

their behalf (with certain exceptions)

TRANSFER PRICING

Transactions between a non-
resident and its PE are
deemed controlled
transactions for transfer
pricing (TP) purposes if the
volume exceeds UAH 10
million per year ( EUR 205K).
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Registration &
Reporting
REGISTRATION FOR CIT PURPOSES VAT ACCOUNTING
A non-resident conducting business in Ukraine The PE is recognized as a
through a PE must be registered with the separate VAT payer and is
Ukrainian tax authorities. As a general rule, the responsible for paying and
non-resident must pay tax on the PE's income reporting VAT.

and file tax returns. However, it may delegate
these obligations to the PE itself.

ACCOUNTING

TP REPORTS Tax accounting is
conducted as for a separate
taxpayer, and bookkeeping
must follow Ukrainian
national standards or IFRS.

Local TP report must be submitted if
controlled transactions are carried out.

5 Consequences of Non-Compliance

J.

It is strongly recommended to

Fines for failure to Additional tax o c
register a PE or assessments and regularly assess the activities o
submit tax returns financial penalties a non-resident in Ukraine to
avoid inadvertent recognition of
p— a PE by tax authorities and
\‘él related tax risks.
-
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Criminal liability of Tax audits and increased
responsible officers in  scrutiny by the State Tax
cases of tax evasion Service of Ukraine

This material is for informational purposes
only and does not constitute legal advice
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