LAW OF UKRAINE

On THE System OF PERMITS FOR Business ACTIVITY
This Law defines the legal and organisational principles of the system of permits for business activity and sets forth operating procedures for permitting agencies, authorised to issue permitting documents, and administrators.

Article 1. Key Terminology
1. The terms used herein shall have the following meanings:

"The system of permits for business activity" shall be defined as a totality of relations governed by law that arise among permit-issuing agencies, administrators, and businesses in connection with the issuance of permitting documents;

"Permit-issuing agencies" shall be defined as executive government agencies, local self-governance authorities, their officers, enterprises, institutions, and organisations authorised to issue permitting documents in accordance with the law;

"Permitting document" shall be construed as a permit, assessment, approval, certificate, and so forth, granting the business entity the right to take certain actions in respect of doing business;

"Local permit-issuing agencies" shall be defined as local councils and their executive authorities, district and Kyiv and Sevastopol city district state administrations, territorial (local) branches of national executive power agencies, and their officials, authorised by law to issue permitting documents on their own behalf, as well as enterprises, institutions, and organisations that are authorised, in instances specified by law, to issue permitting documents and may participate in conducting expert assessments and examinations required for obtaining permit documents within the appropriate administrative and territorial unit;

"Permit object" shall be construed as a land plot, building, structure, premise, machinery, equipment, and mechanisms, commissioned or designed, as well as a specific operation, business, work, or service;

"Business permitting authority" (hereinafter referred to as the "the permit authority") shall be defined as a national executive power authority overseeing implementation of state policy in the sphere of entrepreneurship;

"Declarative principle" shall be defined as a procedure whereby a business entity gains the right to take certain actions in respect of doing business without completing permit procedures by notifying the administrator or the appropriate permit-issuing agency that its material/technical facilities meet legal requirements.

The format of and procedure for notifying the administrator or the appropriate permit-issuing agency of the conformity of material/technical facilities with legal requirements shall be specified by the Cabinet of Ministers of Ukraine on application of the permit-issuing agency.

Article 2. The Scope of the Law

1. This Law shall apply to permit-issuing agencies, administrators, the permit authority, and businesses engaged in or intending to become engaged in doing business; it shall not apply to relations in the sphere of business licensing, economic competition protection, permitting system in respect of transactions with military weapons, ammunition, explosive materials and substances, and toxic substances, or permitting activities in the sphere of nuclear power utilisation.

Article 3. The Key Principles of State Policy for the System of Permits for Business Activity
1. The following shall represent key principles of state policy for the system of permits for business activity:

protection of rights and legitimate interests of society, territorial communities and individuals, human life, environmental protection, and security of the state;

development of competition;

transparency of permit issuance procedures;

observance of the equality of businesses during the issuance of permitting documents; 
liability of permit agencies’ officials, administrators, and businesses for breaking the law when completing permit issuance procedures;

reducing the level of state regulation of business activities;

introduction of uniform requirements for permit issuance procedures.

Article 4. The Main Requirements for the System of Permits for Business Activity
(Part 1 of Article 4 shall become effective one year after the publication of this Law (October 5, 2006), as prescribed by Paragraph 1 of Article 11 hereof)

1. The following shall be established solely by laws governing relations in connection with the process of obtaining permitting documents:

the need to obtain a permitting document;
the permit-issuing agency authorised to issue the permitting document;

whether the permitting document is issued for a fee or free of charge;

the timeframe for making a decision to issue or deny a permitting document;

a complete list of grounds for denying and cancelling a permitting document;

the possibility of the business entity gaining the right to take certain actions with regard to doing business on the basis of the declarative principle.

Laws that amend laws regulating relations associated with permit issuance procedures in regard to requirements stipulated herein shall become effective no sooner than thirty days after the official publication hereof, unless otherwise provided by the law.

2. The procedure for the issuance of permitting documents by national executive power agencies shall be set forth by the Cabinet of Ministers of Ukraine on the application of the appropriate permit-issuing agency with the approval of the permit authority.

In particular, the procedure must provide for a limiting list of documents that businesses are required to submit in order to obtain a permitting document and the term or unlimited duration of each permit.

3. Permitting documents shall be issued by local permit-issuing agencies on the basis of the principle of organisational unity (the one-stop shop principle), which requires an administrator being appointed in accordance with the procedure established herein.

4. The business entity shall be allowed to choose a method of obtaining permit documents:

either directly, by filing an application with the appropriate local permit-issuing agencies, where businesses visit the agencies’ officials gathered at the same place; or

by applying to the administrator.

The procedure stipulating interaction among officials of local permit-issuing agencies receiving business entities at the same place shall be approved by the appropriate local council (executive committee thereof) or rayon state administration.
5. In the event of commissioned premises being transferred in temporary use to other business entities on the basis of lease and other contracts, a permit for use/operation shall not be required on the condition that the type of business does not change and the premises remain intact, except for high-risk projects and in instances of operating high-risk machinery, mechanisms, or equipment.  
Responsibility for use/operation of the premises and equipment shall be placed on the individual specified in the contract in question.

6. Fees, including marginal fees, for assessments (expert assessments and certifications) necessary for obtaining a permit that are conducted by permit-issuing agencies, if required by law, shall be approved by the Cabinet of Ministers of Ukraine.  

The cost of conducting an examination/assessment required for obtaining permitting documents shall not exceed marginal fees established for permitting agencies.

Article 5. The Administrator

1. The administrator is a civil servant with a city council, rayon and Kyiv and Sevastopol district state administration district that organizes the process of issuing permit documents to business entities and ensures interaction among local permit-issuing agencies during permit issuance.

2. The number of administrators shall be determined by the decision of the appropriate city council or rayon state administration.

3. The position of an administrator shall be open to individuals with a university degree and a minimum of one-year’s experience in public service or a minimum of three-years’ experience in a managerial position in other spheres.

4. The main duties of an administrator are to:

- provide the applicant with complete information about the requirements and procedure for obtaining permitting documents; 

- take from the applicant and register documents required by law for obtaining permitting documents, and submit the documents (or copies thereof) to relevant local permit-issuing agencies;

- issue permit documents to the business entity;

- coordinate activities and document circulation among permit-issuing agencies;

- provide organizational and informational support for organizing meetings of permit-issuing agencies’ officials to conduct a joint assessment of a permit object and/or jointly sign and issue permits in instances specified by applicable legislation;

- oversee local permit-issuing agencies’ compliance with the term of consideration, processing, and issuance of permitting documents;

- create and maintain a permit register;

- report any breach of law by local permit-issuing agencies to the government official they are subordinate and reporting to, as well as to the local department of the permit authority;

- draft proposals for improving permit-issuing practices of local permit-issuing agencies.

5. The administrator has a right to obtain/demand from local permit-issuing agencies, within three days from the date of inquiry, complete information pertaining to the permit-issuing process for free, except for information that constitutes a state secret.

6. Executive authorities of city councils, rayon and Kyiv ad Sevastopol district state administrations shall provide administrators with complete information about the process of obtaining permitting documents from local permit-issuing agencies, such as lists of documents required to obtain the permits, sample applications and forms, timeframes for issuing permit documents, and permit issuance fees (if applicable).

7. The model regulation on the administrator and the administrator’s interaction with local permit-issuing agencies, applicants, and local branch of the permit authority shall be approved by the permit authority.

8. The procedure defining interaction among local permit-issuing agencies, the administrator, a business entity, and a local branch of the permit authority in a city of oblast significance shall be approved by the city council on the basis of the model regulation, as prescribed by Paragraph 7 of this Article, with the approval of the local branch of the permit authority.

9. The procedure defining interaction among local permit-issuing agencies, the administrator, a business entity, and a local branch of the permit authority in rayons and districts in Kyiv and Sevastopol shall be approved by the appropriate rayon/district state administration on the basis of the model regulation, as prescribed by Paragraph 7 of this Article, with the approval of the local branch of the permit authority.

Article 6.  The Permit Register 

1. The administrator shall be responsible for maintaining a register of permitting documents (hereinafter referred to as “the register”).

2. Information included in the register shall be open to the public. Determined by the rayon state administration or city council with the approval of the local branch of the permit authority, a fee shall be charged for using the register and transferred to the appropriate budget.

3. The procedure for compiling, maintaining, and using the register shall be established by the permit authority.

Article 7. The Issuance of Permitting Document by Local Permitting Agencies

1. The business entity or his/her nominee (hereinafter referred to as “the applicant”) shall submit a standard application form, approved by the Cabinet of Ministers on the application of the permit authority in coordination with permit-issuing agencies, to the administrator.

2. Enclosed with the application shall be:

a copy of the certificate of state registration of business;

a proof of payment of the permit fee, if prescribed by law;

documents required for obtaining a permit, prescribed by legislation regulating relations associated with permit issuance.

The application and documents shall be submitted as a single copy by the applicant in person or by registered mail.

The applicant shall submit one copy of the application form and other documents in person or by registered mail.

In the case that the application form and documents should be submitted by registered mail, the applicant’s signature must be notarized.

3. The administrator shall make a record of receiving the application and other documents in a register maintained in accordance with standard format approved by the permit authority.

The application and documents enclosed therewith shall be accepted according to a schedule, a copy of which is issued to the applicant, specifying the date and registration number of the application and documents attached.

4. It is forbidden to make the applicant submit documents not prescribed by applicable legislation in order to obtain a permit.

5. The applicant shall be liable for the accuracy of information given in the application form and documents enclosed therewith.

6. Upon receiving the application form and documents enclosed therewith, the administrator shall create a personal folder containing the documents submitted by the applicant to obtain or renew a permit, a duplicate or copy of a permit, as well as copies of resolutions of permit-issuing agencies on relevant matters.

The administrator shall be liable for safekeeping the file.

7. Copies of the application and attachments, certified by the state registrar, shall be transferred to the appropriate local permit-issuing agencies on the date of registration or the next business day.

8. Local permit-issuing agencies must approve the decision to issue permitting documents or provide an explanation of permit denial and submit relevant documentation to the administrator within five days of the administrator registering the application and enclosed documents, unless otherwise stipulated by law. A permit denial must state reasons for the denial.

9. The administrator must advise the applicant on the date and time the permit will be ready for pickup on the next business day after receiving the permit.

10. Should local permit-issuing agencies make a reasonable decision to deny a permit, the administrator must inform the applicant thereof on the next business day after receiving the decision.

11. In instances where a joint assessment of a permit object by local permit-issuing agencies is required, the administrator shall inform the applicant thereof on the next business day after the appropriate decision is made.

12. Should an inspection find that the application and documents enclosed therewith contain false information, the permit issued on the basis of said documents shall be cancelled. A permit authority shall draw up an inspection completion act and inform the applicant thereof within two business days.

Should it be necessary to obtain a permit that is issued by a permit authority located in an oblast center, the administrator must transfer the documents required for obtaining the permitting document to an administrator in the oblast center, receive the permit, and give it to the business entity.

Article 8. Formulating A Common Communication Policy On The System of Permits for Business Activity  
1. Permit-issuing agencies shall ensure publication of and broaden businesses’ access to information they need in order to start and run a business.

2. The Council of Ministers of the Autonomous Republic of Crimea, oblast and Kyiv and Sevastopol city state administrations shall be responsible for creating and maintaining official regional and local Internet web pages, containing information business entities need in order to start and run a business.

Local permit-issuing agencies shall post information on how to start and run a business, including information about land cadastres, development plans, lists of buildings under reconstruction, lists of buildings/offices/land plots available for lease, and so forth, on local web pages.

3. The administrator and permit-issuing agencies shall arrange free consultations for businesses upon their request on matters related to the issuance of permitting documents.

Article 9. The Permit Authority
1. The permit authority shall:

draft or participate in the drafting of regulations on permit issuance;

make a summary of cases related to the practice of permit laws and prepare and submit proposals for improving said laws;

provide methodological support to permit-issuing agencies and administrators;

exercise state oversight of compliance with legislation within the scope of its authority;

organise training and advanced training for administrators.

Article 10. Liability in the Sphere of Permit Issuance 

1. Officials of permit-issuing agencies and administrators shall incur liability for failure to comply with permit legislation in accordance with procedure prescribed by applicable legislation.

2. Actions or inaction of permit-issuing agencies’ officials and administrators may be disputed in court in accordance with procedure specified under Ukrainian law.

3. Individuals or legal entities incurring damage caused by wrongful actions of officials of a permit authority shall be entitled to compensation in accordance with established procedure.

4. Should a permit authority apply regulations adopted in defiance of Part 1 of Article 4 of this Law, the business entity whose rights were violated as a result of the adoption and application of said regulations shall be entitled to sue for the protection (reinstatement) of his/her rights and damages.

Article 11. Final Provisions

1. This Law shall become effective three months after the date of publication, except for Part 1 of Article 4, which shall become effective one year after the date of the publication.

2. Laws passed prior to the enactment of this Law shall be effective insofar as they are not in defiance of this Law.

3. The following pieces of legislation shall be amended:
the Ukrainian Code of Administrative Offences ( 80731-10,  80732-10 )  (Bulletin of the Verkhovna Rada of the Ukrainian Soviet Socialist Republic, 1984, Supplement to Issue #51, p. 1122);

Article 164 of the Code shall be worded as follows:

"Article 164. Violation of the Procedure for Carrying Out Business Activity”
Carrying out business activity as a legal entity or a sole proprietor without state registration, or conducting business activity that is subject to licensing as required by law without a license or permit or another form of approval if it is prescribed by law  - 

shall result in imposing a penalty in the amount of twenty to forty untaxed minimum wages with expropriation of finished products, production facilities, and raw materials.

A repeat offense committed within a year of imposing administrative sanctions for any offense described in Part 1 of this Article shall result in 

- a penalty in the amount of thirty to sixty untaxed minimum personal wages with expropriation of finished products, production facilities, and raw materials.

A business entity submitting false information about the conformity of its logistical base with provisions of applicable legislation shall be liable to:

- a penalty in the amount of forty to one hundred and twenty untaxed minimum personal wages”;

Supplement Chapter 12 with Article 166-10 to read as follows:

“Article 166-10. Violation of the Permit Issuance Procedure

Failure of a permit authority or administrator to notify or untimely notification of a business entity about permit denial within a timeframe specified by applicable legislation  - 

shall result in imposing a penalty on officials in the amount of twenty to fifty untaxed minimum wages.

Failure of a permit authority to observe a timeframe for passing a decision on permit issuance or failure of an administrator to inform the business entity about receipt of requisite documents from permit-issuing agencies shall:

- result in imposing a penalty on officials in the amount of twenty to fifty untaxed minimum wages.

A repeat offense committed within a year of imposing administrative sanctions for any offense described in Part 1 or Part 2 of this Article shall result in 

- a penalty in the amount of fifty to seventy untaxed minimum personal wages.

A groundless denial of a permit by a permit authority shall:

- result in imposing a penalty on public officials in the amount of twenty to fifty untaxed minimum wages”;

In Article 221 and Part 1 of Article 294, replaces the numbers “166-7-166-9” with “166-7-166-10”;

In Subparagraph 3 of Paragraph 1 of Part 1 of Article 255, replace the word and number “Article 183” with the word and numbers “Articles 164, 183”; 

2) add the phrase “and on matters related to the allocation of land plots – not less that once a month” to Part 5 of Article 46 of the Law of Ukraine “On Local Self-Governance in Ukraine” [280/97-ВР]  (Bulletin of the Verkhovna Rada of Ukraine,  1997, Issue # 24, p. 170).

3) Add Part 5 to Article 17 of the Decree of the Cabinet of Ministers of Ukraine “On Local Taxes and Duties” No. 56093 of 20 May 1993 [56-93] (Bulletin of the Verkhovna Rada of Ukraine, 1993, Issue # 30, p. 336; 1995, Issue # 30, p. 229; 2002, Issue # 2, p. 5): 

“For entities permanently conducting trade at specially designated locations – fixed spots – the duty for issuing a permit for placing a trade point is charged only once”.

4. Within six months from the date of publication of this Law, the Cabinet of Ministers of Ukraine shall prepare and submit to the Verkhovna Rada proposals regarding:

- amendment of laws of Ukraine “On Fire Safety”, “On Veterinary Medicine”, “On Ensuring Sanitary and Epidemiological Well-Being of the Population”, “On Labor Safety”, and others with the aim of harmonizing them with this Law;

- amendment of legal acts with regard to making a list of activities that can be conducted in accordance with the declarative principle.

5. The Cabinet of Ministers shall conduct monitoring of the legislation within six months from the date of publication of this Law to determine the need for applying permit documents and submit to the Verkhovna Rada draft laws on repealing permit documents that are deemed unnecessary.

6. The Cabinet of Ministers shall bring its own regulations and ensure that the ministries and other executive power authorities bring their regulations in keeping with the provisions of this Law and applicable legislation within six months from the date of enactment of amendments to the appropriate laws.

7. Local self-governance authorities shall bring their regulations in keeping with the provisions of this Law and applicable legislation within six months from the date of the enactment of amendments to the appropriate laws.
8. The Cabinet of Ministers and the permit authority shall ensure adoption of their own regulations necessary for implementing this Law within three months from the date of publication of this Law.
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