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The rapid development of information technologies, the globalization of the
world economy, and the formation of a digital economy in Ukraine lead to the
transformation of socio-economic relations. The growth of digitalization of the
economy, the large-scale introduction of information technologies into all spheres
of human life contribute to the emergence of new industries, one of which is the
crypto industry, with the appearance of which in 2008, the money market totally
changed forever. More and more markets are collapsing, while more and more
regulators from different countries are busy implementing legislation regarding
the legalization, use and taxation of cryptocurrencies. The article is devoted
to the study of the peculiarities of cryptocurrency legalization in Ukraine. The
peculiarities of the law *“ Pro virtual'ni aktyvy” and the stages of its implementation
are considered. The draft law on amendments to the Tax Code of Ukraine regarding
cryptocurrency taxation has been analyzed. The number of cryptocurrency
users in Ukraine and other countries of the world, such as the USA, Venezuela,
Kenya, North Africa, etc., was studied. The paper analyzes how countries such as
Great Britain, the Netherlands, the USA, China, Japan and Canada regulate the
cryptocurrency market and whether transactions with them are legalized at the
legislative level. Conclusions were also made regarding the feasibility of legalizing
cryptocurrency in Ukraine.So far, we have the Law, but for the final settlement of
these issues, many different by-laws, instructions and documents still need to be
developed. But already today it can be said that the State is dealing with the issue
of cryptocurrency relations and is on the way to its settlement.
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CrpiMkuii  po3BHTOK iH(GOpPMALIMHUX TEXHOJOTIHM, mIoOami3amis CBITOBOI
eKoHOMikH, 1 (opMmyBaHHS IH(GPOBOI EKOHOMIKM B YKpaiHi 3yMOBIIOIOTH
TpaHC(HOPMAIIiI0 COIIATFHO-KOHOMIYHUX BiTHOCHH. 3POCTaHHS IiDKHTAIi3aIi
€KOHOMIKH, MacCIITa0He BIPOBAKCHHS 1HQOpPMAIifHUX TEXHOJOTiH B yci
cdepu KUTTENISUIBHOCTI JIFOAWHY CHPHSE TOSIBI HOBUX Tally3eid, OIHIEI0 3 TaKHX
€ KPHUITOIH/TyCTPisl, 3 T0sIBOIO skoi B 2008 po1ii rponIoBHid pHHOK TOTAIBEHO 3MiHHUBCS
Haza®xau. Bee Ourbie puHKIB pyHHY€ETHCS, BOAHOUYAC JeAai OIbIIe PeryisTopiB
3 Pi3HHUX KpaiH 3aiMaroThCs BIPOBA/LKEHHM 3aKOHO/IABCTBA CTOCOBHO JIeraizartii,
BHKOPHCTAHHS Ta ONIOAATKyBaHHS KPUNTOBATIOT. CTaTTs MPUCBIUCHA TOCTIPKEHHIO
ocoOnuBOCTeH Jeraiizamii KpUOTOBAMIOTH B YKpaii. PosmisHyTo 0co6imBOCTI
3akoHy «IIpo BipTyasbHI aKTHBH» Ta €Tamy HOro 3alpoBaPKCHHS. 3aKOH TaKokK
nepeadadae CTBOPEHHSI HOBOT'O IIEHTPAJIbHOTO OpraHy BHKOHABYOI Biiagu Ha Oasi
Minmudpu 1S peryinoBaHHs PUHKY BIpTyanbHHUX akTHBiB. OnHa 3 Horo QyHKIH —
KOHTPOJTIOBATH TTOCTa4aIbHUKIB MOCIYT, TTOB’SI3aHUX 3 BIPTyaJIbHHIMH aKTHBAMH,
Ha TPeAMET MPO30poi CTPYKTYpH BIACHOCTI. TakoX yJaCHMKH PHHKY MaroTh
3aMpOBaIUTH BHYTPILIHI Mpouexypu (HiHAHCOBOTO MOHITOPHHTY JUIS 3aro0iraHHs
BIZIMHABAHHIO JIOXOJIIB, OTPUMAHUX 3JIOYMHHUM IIIIIXOM. Ba)kjIMBa MO3HUILISI 3aKOHY —
BiH HaOy/ie YMHHOCTI JIMIIIE TTICIIsl TOTO, SIK JIEMYTaTH MiArOTyIOTh Ta IPOTOJIOCYIOTh
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3a BimmoBigHi 3MiHE 10 [lomatkoBoro xomekcy. IIpoaHamizoBaHO 3aKOHOTIPOCKT
mpo BHeceHHs 3MiH a0 [logaTkoBoro Komekcy YKpaiHW, IIOAO OMONATKyBaHHS
KPUNTOBATIOTH. J[OCTiKEHO KiBbKICTh KOPUCTYBadiB KPHUIITOBATIOTA B YKpaiHi
Ta Takux Kpainax ciry, sik CLLIA, Benecyena, Kenis, IliBniuyna Adpuka i iHImX.
B po6oTi mpoaHaizoBaHo, K Taki kpainu, sik Benukooputanis, Hinepnanau, CIIA,
Kuraii, SInonis Ta KaHanma peryimoroTh pUHOK KPUITOBATIOT Ta Y JICTATi30BAHO
Ha 3aKOHOJIAaBYOMY DIiBHI omepaiiii 3 HUMH. A TakoX 3pOOJIEHO BUCHOBKH 00
JOIUTFHOCTI JIeraji3amnii KpUIToBaIIoTH B YipaiHi. [Toku mo Mu Maemo 3aKoH, aje
JUTSI OCTATOYHOTO BPETYIIOBAaHHS BiX IMTUTAHB IIE TIOTPIOHO PO3POOHUTH Oarato pizHUX
MiI3aKOHHKX aKTIB, IHCTPYKIIii Ta TOKyMEHTIB. AJie BXKE ChOTOIHI MOXKHA CKa3aTH,
o JeprxkaBa 3aiiMa€eThcsl MUTAHHSIM KPUITOBATIOTHHUX BiJHOCHH, Ta 3HAXOIUTHCS
HA [UIXY JI0 HOTO BPETYJIIOBAHHS.

Problem statement

The cryptocurrency market in Ukraine is shadowy,
due to the lack of legal regulation of transactions with
cryptocurrencies. Quite a long time ago, the government of
Ukraine considered the possibility of giving cryptocurrency
official status, but this actually became possible only in
March 2022 after the signing of the Law “Pro virtual'ni
aktyvy” by the President of Ukraine. At the moment, it
raises quite a lot of questions, so in this work I would like
to consider its features and in general the expediency of
legalizing cryptocurrency in Ukraine.

Recent research and publications analysis

The works S.O. Hrytsai, V.I. Zakharchenko,
N.O. Patachyts and M.S. Nechiporuk, V.B. Marchenko
of are devoted to the problems of the essence and
development of cryptocurrencies, their types, advantages
and disadvantages. But O. Lyubkina, O. Tkachenko and
S.F. Cmerichevskyi, O.S. Suzdalev studied the issues of
global experience in regulating cryptocurrencies.

Despite numerous studies on the development of
cryptocurrencies, the issues of implementation and
issues of crypto currency remain insufficiently studied
by domestic and foreign scientists, which determines the
relevance of scientific research.

The purpose of the article

The purpose of the article is to consider the new law
“Pro virtual'ni aktyvy”, which legalizes cryptocurrency in
Ukraine, as well as to consider the process of legalization
in other countries.

The main material representation

The Ukrainian cryptocurrency market has been actively
operating for more than six years, on May 30, 2016, the
first Ukrainian cryptocurrency appeared — karbovanets, but
all this time it functioned in the shadows. Legal regulation
as such did not exist. In 2021, there was the first attempt to
adopt a law on the legalization of cryptocurrency.

On September 8, 2021, the Verkhovna Rada adopted
the law “Pro virtual'ni aktyvy”, but already on October 5,
the President of Ukraine vetoed this law, he opposed the
creation of a separate regulator in the virtual assets market.
Instead, it is proposed to entrust the relevant functions to
the already existing regulator of financial markets. The
motive for such a decision is quite convincing: according
to the President, the current National Commission for
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Securities and the Stock Market of Ukraine will be able
to detect various abuses by participants of the new virtual
assets market more quickly and accurately.

After the amendments made by the President, on
February 17, 2022, the Verkhovna Rada already presented
a new version of the law, and on March 16, the law was
signed by the President and will enter into force after the
adoption of the law on taxation of operations with virtual
assets. The legalization of cryptocurrency in Ukraine was
planned for October 1, 2022. But it was postponed pending
the adoption of the bill.

According to the law “Pro virtual'ni aktyvy”,
a definition of “cryptocurrency” was provided, according
to the law it is defined as a virtual asset.

A virtual asset is an intangible good that is the object
of civil rights, has a value and is expressed by a set of data
in electronic form. The existence and liquidity of a virtual
asset is ensured by the system of ensuring the turnover of
virtual assets. A virtual asset can testify to property rights, in
particular, rights of claim to other objects of civil rights [1].

What will change as a result of the adoption of the law?

1. The status of virtual assets will be determined. It
will be possible to monitor providers of services related to
virtual assets for a transparent ownership structure, and it
is also necessary to introduce internal financial monitoring
procedures to prevent the laundering of proceeds of crime.

2. The law must protect owners of virtual assets from
criminals. Thanks to regulatory changes, it will be possible
to reverse malicious cryptocurrency transactions after
the fact. For example, if the law enforcement authorities
establish that a virtual asset has been stolen, for this the
owner of the asset will have to submit a statement and
prove the illegality of the executed transaction.

3. Crypto companies will have to pay taxes. Necessary
amendments will be made to the Tax Code of Ukraine.
Cryptocurrency has great volatility, so it is quite important
to determine the tax base, tax payment terms and from
what amount it will be calculated. So, for example, in
Switzerland, cryptocurrency is equated with foreign
currencies — transactions with it are exempt from VAT, but
are taxed as property, and in Japan, companies must pay tax
on the sale of cryptocurrency, but in Germany, purchases
paid for in virtual currency are exempt from taxation.

4. The law legalizes investments in the form of
cryptocurrencies.

5. The right of participants in the virtual assets market
to independently choose the prices of virtual assets, at
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which operations are carried out with them, will lead to
an underestimation of the tax liability. The issue of tax
declaration of income will be resolved in the next bill on
amendments to the Tax Code of Ukraine, the development
and adoption of which is possible only after the law
of Ukraine “Pro virtual'ni aktyvy”, comes into force.
Although the State Tax Service of Ukraine, on the basis
of the general provisions of the Tax Code, can prove an
understatement of the tax liability, just as with shares or
other assets, such as jewelry [2].

Particular attention should be paid to the regulation
of taxation of cryptocurrencies. In order to implement the
provisions of the law “Pro virtual'ni aktyvy”, and to put
it into effect, the Verkhovna Rada of Ukraine registered
draft law No. 7150 with amendments to the Tax Code of
Ukraine on March 13, 2022. In general, it provides for the
introduction of such tax incentives for the application of
the “softened regime” of taxation of virtual assets, such as:

1) exemption from value added tax of operations with
virtual assets and services provided by service providers
related to virtual currencies;

2) establishment for a period of 5 years of preferential
taxation of investment income from transactions with
virtual assets for individuals at the rate of tax on the income
of individuals in the amount of 5 %,

3) establishment for a period of 5 years of preferential
taxation of investment income from operations with virtual

Table 1 — Ukrainian cryptoprojects
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assets and services provided by providers of services
related to virtual assets at an income tax rate of 5%;

4) the obligation to pay a military levy on the amount
of investment profit from operations with virtual assets for
individuals at a rate of 1.5% [3].

As soon as the law “Pro virtual'ni aktyvy”, becomes
effective, companies that will provide services for storage,
exchange, transfer or management of crypto-assets will be
able to attract investments and officially cooperate with the
banking system.

This means that companies will work transparently
and, as a result, will be able to gain support and protection
at an official level.

According to Table 1, we can conclude that in Ukraine,
even before the full legalization of cryptocurrency, projects
related to the sale and purchase of cryptocurrencies are
actively developing. Which is not surprising, because
Ukraineistheleaderinthe number ofusers of cryptocurrency,
12.73 % of the population use cryptocurrency, that is more
than 5.5 million residents of Ukraine (see Fig. 1)

Ukraine is one of the first countries in the European
Union to legalize cryptocurrency. In general, the European
Union itself has not legalized cryptocurrency. At the moment,
the law is just being adopted, according to it, the current
position of cryptocurrency as an “outsider” will change to
a full participant in the space of financial services in the EU,
but the exact dates when this will happen are unknown [7].

Crypto project Characteristics of the crypto project
It is a decentralized cryptocurrency wallet that allows you to securely trade over 160,000 cryptoassets.
Trust Wallet With Trust Wallet, users are in full control of their own assets and have access to dApps
and decentralized exchanges. The wallet, which Binance has been working with for about four years,
is available for installation on iOS and Android mobile devices.
NEAR Protocol This is software from Ukrainian developers that serves as a platform for creating and running decentralized
applications. The main goal of the NEAR Protocol is to provide convenience for developers and users.
DeXe Network It is a decentralized social trading platform. It is designed to copy the best trading strategies.
Weld Card The first Ukrainian cryptocurrency payment card.
It allows you to safely, instantly and legally use cryptocurrency for daily calculations.

Source: compiled by the author based on [4; 5]
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Fig. 1 TOP 10 countries by the number of cryptocurrency users in percentage ratio as of 2020

Source: compiled by the author based on [6]
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Great Britain, which recently left the EU, as well as
Ukraine, is actively developing a regulatory framework
for the legalization of cryptocurrency. On February 24,
the Bank of England began developing a regulatory
framework for the regulation of cryptoassets. The agency
says that while the size of the sector is currently small, its
rapid growth could pose a threat to financial stability in the
future if left unregulated.

Cryptocurrencies are largely unregulated as they do not
fall under the purview of existing UK regulators. In order
to create an effective system of supervision over them, the
law must first be changed, and the UK Treasury is currently
working on this. The CFP plans to apply the principle of
equivalence to crypto-assets. It assumes that crypto firms
that provide services similar to those of existing financial
institutions will be subject to the same regulations [8].

Considering the experience of the Netherlands, it
should be noted that at the moment cryptocurrency is not
legalized there, although it is owned by half a million
Dutch households, investments in cryptocurrency make
up 0.1% of their total savings. The Dutch government, in
particular the Ministry of Finance, is experimenting with
blockchain technology as part of pilot projects dedicated to
transferring government processes to smart contracts.

On March 8, 2018, the Dutch Ministry of Finance
published a letter on cryptocurrencies. The letter contains
a warning about investment risks, as well as an explanation
of the need for further consultations with banks regarding
the purchase of cryptocurrencies on credit, because USA
and UK banks have banned the use of credit cards to
purchase cryptocurrencies [9].

In the USA, regulating relations regarding the circulation
of cryptocurrencies and determining their legal status is
quite complicated. This is due to the fact that, in addition
to the legislation of individual states, there are also federal
regulations. It is also necessary to take into account the
importance of judicial precedent in the USA legal system,
since USA courts began to deal with public relations related
to the circulation of cryptocurrencies in their cases, even
before such relations received regulatory legal regulation at
the federal or state level. Therefore, it was the USA courts that
first began to give a certain legal definition to cryptocurrencies.

But Canada and Japan are among the countries where
cryptocurrency is legalized.
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In Japan, the operation of cryptocurrency is regulated
at the legislative level. Cryptocurrency exchanges are
regulated by the Digital Assets Commission. In case
of opening a cryptocurrency exchange, the applicants
must form a certain package of documents and follow
the rules of activity. Cryptocurrency exchange operators
are subject to registration with the Financial Services
Agency. Cryptocurrency is a value like an asset. Bitcoin is
recognized as a prepaid payment instrument [11].

In Canada, bitcoin is defined as an intangible asset, and
transactions with it are defined as barter. From June 1, 2020,
cryptocurrency companies were legalized in the country. Now,
both foreign and local, they are considered money transfer
businesses. For cryptocurrency transactions of more than
10.000 Canadian dollars, the company is required to report
the transaction and identify all participants in the transaction.
Payment in cryptocurrency for goods and services is taxable
as a barter transaction, and at the time of sale [12].

China is the country that reacts most negatively to the
legalization of cryptocurrency. In 2013, China banned
financial institutions from trading in Bitcoin, while not
extending the ban to individuals, and the cryptocurrency
market continued to function.

In general, cryptocurrency is considered by the
People’s Bank of China as a virtual commodity rather
than a currency. Taxation of cryptocurrency in this state
is as follows: transactions with cryptocurrency are subject
to income tax, income tax and capital gains tax, and its
sale may be subject to value added tax. In May 2021, the
People’s Bank of China finally declared cryptocurrencies
illegal and ordered an immediate halt to all related activities,
as they consider cryptocurrencies a threat to the stability of
China’s financial market. The only cryptocurrency that can
exist in China is the digital yuan [13].

According to Table 3, it can be concluded that out of the
seven studied countries, cryptocurrency is legalized in only
two countries, the USA is a country where cryptocurrency
is partially legalized, while Ukraine and Great Britain are
currently at the stage of legalizing cryptocurrency, the
Netherlands is not yet ready for legalization, but China
quite categorically banned the use of cryptocurrency.

Also, in our opinion, after the Ilegalization of
cryptocurrency in Ukraine, it is quite expedient to provide
fairly complete information for the population, for the

Table 2 — Features of cryptocurrency recognition in different US states as of 2021

States of the USA Features
Eastern District In 2013, the District Court issued a decision (memorandum opinion)
of Texas that essentially recognized Bitcoin as a currency.
Lo The district court in one of its decisions formulated a diametrically opposite position, according to which Bitcoin is
Miami . . . L. . .
not a currency. This conclusion was used as the basis for the dismissal of charges in the case of money laundering.
The first of all the states at the legislative level to allow the use of cryptocurrencies. The law, which allows any
California corporation, association or individual in California to participate in the circulation of money other than US
legal tender, went into effect in early 2015.
In 2015, the state's Department of Financial Services introduced the BitLicense, a license to conduct
New York . . e . . .
cryptocurrency business. The license was criticized by many major crypto companies, which later left the state.
Digital currency is an object of money transfers within the meaning of the Law "On the Unification of Financial
Washington Services". This means that companies can make cryptocurrency transfers to a Washington resident only after
obtaining a Washington money transfer operator license.

Source: compiled by the author based on: [10]
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Table 3 — Analysis of countries regarding their perception of cryptocurrency, as of 2022

Country Is cryptocurrency legalized? Definition of cryptocurrency
USA Legalized in some states Defined as “virtual currency” in some states
Netherlands | Not legalized. Separate cryptocurrency projects are being considered —

Cryptocurrency is a value compared to assets.

Japan Legalized Bitcoin is recognized as a prepaid payment instrument
China Forbidden -
Canada Legalized In Canada, bithin is d'eﬁr'led as an intangible asset,
and transactions with it are defined as barter
UK Preparations for legalization are underway —
Ukraine Preparations for legalization are underway Cryptocurrency is defined as a virtual asset

Source: compiled by the author based on: [8—13]

correct use of cryptocurrency, it is possible to conduct
online courses available to everyone or send information
through the “Diya” application.

Conclusions

Summarizing all of the above, we can conclude that
Ukraine is currently one step away from the legalization of
cryptocurrency. This is a rather complicated and long process
that requires a lot of attention. According to the law, which
was signed on March 16, owners of cryptocurrencies will
be protected from criminals, will be able to independently
choose the price of virtual assets, in addition, investments
in cryptocurrencies will be legalized and the process of
taxation of cryptocurrencies will be determined.

Even before the legalization of cryptocurrencies,
companies dealing with cryptocurrencies began to
appear in Ukraine, as well as innovative projects, such as
a payment cryptocurrency card, which was created for the
purpose of making payments in cryptocurrencies, but until
the law is valid, this project cannot function either.

Analyzing the foreign experience regarding legalization,
it should be noted that each of the studied countries has its
own peculiarities regarding the cryptocurrency market, but
if we pay attention to the market closest to us, the market
of the European Union, then the issue of cryptocurrency
legalization is currently being resolved there and in Ukraine.
This is quite reasonable, because virtual currency currently
fills the market and attracts more and more users, it should
not be left in the shadows and allow criminal actions, on the
contrary, it is better to bring it out of the shadows and show
what advantages and risks can be from using cryptocurrency.

In our opinion, the legalization of cryptocurrency in
Ukraine is quite a positive phenomenon. The legalization
of cryptocurrencies will create prerequisites for building
a civilized and competitive market of virtual assets in
Ukraine, which will allow both Ukrainian and foreign
investors to enter it. It can also be noted as a positive that,
despite different attitudes towards the crypto industry,
many countries are engaged in the development of their
own national currency on the blockchain platform.

References

[\

The official website of the

Law of Ukraine on virtual assets Ne 2074 (2022, February 17). [in Ukrainian]
Ministry and the Committee for Digital Transformation of Ukraine.

URL: https://thedigital.gov.ua/news/rozvinchuemo-mifi-pro-zakonoproekt-pro-virtualni-aktivi [in Ukrainian]

3. Hrytsai S.0. (2022). Tax agent of operations with “Virtual assets”: Legal analysis of changes to the Tax Code of
Ukraine. New Ukrainian law : materials International science and practice conf. P. §7-92.

4. Coffee for bitcoins: how the first cryptocurrency card in Ukraine works, how to issue it and how profitable it is.
Mind.UA. URL: https://mind.ua/publications/20248273-kava-za-bitkoyini-yak-pracyue-persha-v-ukrayini-
kriptovalyutna-kartka-yak-yiyi-oformiti-ta-naskilki-vona-v [in Ukrainian].

9]

Binance Official Site. URL: https://www.binance.com [in Ukrainian]

6. Ukraine has the largest share of cryptocurrency users in the world. Ukrainian news. URL: https://ukranews.com/ua/
news/826169-v-ukrayini-najbilsha-chastka-korystuvachiv-kryptovalyut-u-sviti [in Ukrainian]

7. The EU supported the law on the regulation of cryptocurrencies. Finance.ua. URL: https://news.finance.ua/ua/yes-
pidtrymav-zakon-pro-rehulyuvannya-kryptovalyut [in Ukrainian]

*

Official website Minfin. URL: https://minfin.com.ua/ua/2021/09/06/71178282/ [in Ukrainian]

9. Cmerichevskyi S.F., Suzdaleva O.S. (2020). Global experience of cryptocurrency regulation. Economy and
entrepreneurship : materials International science and practice conf. P. 15-19.

10.

Patachyts N.O., Filatova-Bilous N.Yu. (2021). Prospects for defining the legal regime of cryptocurrency in domestic

civil legislation, taking into account the experience of foreign countries. Forum Prava. P. 62—67.
11. Lyubkina O., Tkachenko O. (2020). To the issue of implementation of international experience of financial asset
regulation: cryptocurrencies. The world of finance. P. 157-167.

12.

Zakharchenko V.I. (2022). Regulation of cryptocurrencies as a mechanism to neutralize their weaknesses: a model

approach. 4 collection of scientific papers of ChDTU. P. 46—60.

13.

Nechiporuk M.S., Marchenko V.B. (2018). Foreign experience of legal regulation of cryptocurrencies. Abstracts of

the Ist International Scientific and Practical Conference. P. 216-219.

73



