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Market Overview Return to top

The Ukrainian market is poised for progress, guided by a motivated, reform-minded
government that has dedicated itself to rooting out market inefficiencies, improving
Ukraine’s business climate, and pursuing deeper economic integration into the global
market. This ambitious agenda is buoyed by a population eager for stability, change, and
a return to prosperity.

Since the ouster of former President Yanukovych in late-February, Ukraine has made
promising headway towards a brighter economic future, instituting a more transparent
government procurement system, simplifying business registration requirements, and
signing the economic portion of its Association Agreement with the European Union.

However, this forward momentum has been attenuated by a shifting regional trade
dynamic, Ukraine’s overreliance on commodity exports, and still-present issues related
to endemic corruption, which are challenges that will need to be managed for Ukraine’s
economic rebirth to come to fruition.

In addition, serious security concerns remain in Eastern Ukraine, specifically in Luhansk
and Donetsk oblasts, where violent clashes between the Russia-backed separatists and
Ukrainian forces have escalated in recent months and have resulted in hundreds of
injuries and deaths. Russian forces have occupied the Crimean Peninsula in support of
the Russian Federation's attempted annexation of Crimea and these forces are likely to
continue to take further actions in the Crimean Peninsula consistent with Russia's
continuing occupation of this part of Ukraine.

Ukraine’s private sector, made up of a diverse range of local and foreign companies, has
been the driving force keeping the economy afloat, creating jobs, and generating tax
revenues. Major infrastructure projects are needed to improve basic quality of life
standards and with the generosity of the donor countries, funding is available.

The government has sent strong signals that it welcomes foreign investment, and has
already taken bold steps to turn the page on the past.
Market Challenges Return to top

The Ukrainian Government has shown a newfound commitment to pursuing a reform
agenda that could lead to an overall improvement in the business climate in Ukraine.



Ukrainian officials have displayed a respect for the needs of Ukraine’s citizenry and
understand that economic growth is dependent upon avoiding the shortfalls of the
previous regime. This bodes well for economic development that was forestalled in the
past by greed on a massive scale.

The protection of property rights can be problematic and intellectual property rights are
almost universally not respected. In addition, a variety of market challenges remain,
including:

Transparency of regulatory systems

An underdeveloped banking system

Capital markets are hindered by a preference for real rather than portfolio
investment

There is no access to over 5,000 state-owned enterprises which have historically
relied on GOU subsidies due to the fact they are typically inefficient and often
unprofitable. Competition is barred in these industries where new technology
could lead to a significant improvement in efficiencies and profitability.

Export financing resources are limited due to the fact that many Ukrainian firms
are not prepared to meet export credit agencies transparency requirements, such
as providing three years of audited company financials.

Corruption, although designated as a priority for the new government, will take
time and dedication to eliminate.

Market Opportunities Return to top

The Ukrainian pharmaceutical market is expected to remain attractive due to an
aging population and demographic trends. There is also an emerging political
consensus on the need to introduce reimbursement and an insurance-based
healthcare system. This will boost pharmaceutical expenditures in the long term
and provide pharmaceutical manufacturers with significant growth potential.

Medical equipment currently used in public hospitals is typically obsolete,
having exceeded its period of use. Given the limited financial resources of most
public health institutions, replacement will be slow until the State budget situation
improves. As a consequence, the lack of resources in public hospitals has
stimulated steady growth in the number of private clinics and practitioners. Sub-
sector best prospects include:

v Diagnostic imaging equipment (ultrasound, computer tomography, magnetic-
resonance tomography)

Emergency medical equipment (ambulances, mobile hospitals)

Operating rooms

Telecommunication equipment for telemedicine

Laser surgery devices

Dental equipment and materials

Laboratory equipment
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e In 2015 Ukraine will host the European Basketball championship, FIBA
EuroBasket. The infrastructure build-up for the FIBA EuroBasket has created a
growing demand for safety and security equipment technology such as: high-
tech sensing and detection devices and equipment, advanced surveillance and
access control systems, as well as airport security equipment. Sub-sector best
prospects include:

v' Screening and X-Ray systems for airports, seaports, customs, and public
facilities

Access control systems

Equipment for detection of explosives and drugs

Security cameras for large facilities

Wireless security solutions
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e Ukrainian farmers, large and small, prefer foreign manufactured agricultural
machinery because of its dependability and state-of-the-art technology.
Although the current government announced plans to stimulate local production
of agricultural machinery, it is not yet clear what specific measures they plan to
introduce to this effect. Sub-sector prospects include:

Grain storage upgrades

Grain-handling and conservation technologies (e.g. dryers)
Harvesters, combines and tillage equipment

Animal husbandry (production of pork, dairy)

Biomass to Energy technology - (boilers, pelleting lines, and anaerobic
digesters)

Fruits and vegetables processing and storage
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o The oil and gas industry has the potential to play a significant role in providing
energy security. This sector is considered both strategic and essential for
Ukraine to become independent from foreign suppliers.

Gas production and storage technology

Gas compressor units

Pumping equipment (functioning below 6,000 feet)

High-efficiency oil and gas exploration and drilling equipment and

technologies

Drilling technology for offshore projects deeper than 200 feet

Qil transport infrastructure equipment

Valves, pumping equipment, compressors

Automation and control equipment for oil pipelines and oil refineries

Petrol station equipment
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Market Entry Strategy Return to top

o The ideal market entry strategy is to find the right partner. The Commercial
Service in Ukraine offers a variety of matchmaking services for this purpose.

e Do your due diligence. Commercial Service can help you with an International
Company Profile (ICP), which provides a thorough assessment of a prospective



company, including information such as its financial standing, as well as
references from creditors and customers.

e Start small, build a relationship, and test the market.

o Don't forget the Foreign Corrupt Practices Act (FCPA). It is a useful tool for you
and your partner, providing a solid basis for building a transparent, aboveboard
relationship.

e As your business grows so will your business relationship.

¢ Remember the Commercial Service is in Ukraine to support US business
interests abroad — so take advantage of our counseling services.

e Commercial Service can explain the processes of company registration, product
certification, and licensing - whatever it takes to facilitate your market entry,
including identifying financing sources if needed.

e Getting up and running, the Commercial Service Team in Ukraine has significant
experience helping US companies and their local partners with problems from
clearing Customs, to promoting business to prospective clients. Our Single
Company Promotion service provides valuable support and visibility for your
company.

e Stay in touch with the Commercial Service if you suspect or have identified

potential problems. We can guide your company and direct you to helpful
resources.

Return to table of contents
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Chapter 2: Political and Economic Environment

For background information on the political and economic environment in Ukraine,
please click on the link below to the U.S. Department of State Background Notes.

http://www.state.gov/r/pa/ei/bgn/3211.htm

The following link provides an overview of support that the U.S. Government has
provided to Ukraine to establish security and stability, pursue democratic elections and
constitutional reform, revive its economy, and ensure government institutions are
transparent and accountable to the Ukrainian people.

http://www.whitehouse.gov/the-press-office/2014/04/2 1/fact-sheet-us-crisis-support-
package-ukraine

For the latest security information, U.S. citizens should regularly monitor the Department
of State's Bureau of Consular Affairs.

http://travel.state.gov/

Return to table of contents
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Using an Agent or Distributor Return to top

Identifying a reputable, reliable agent or distributor is vital to mitigating risk and achieving
success in the Ukrainian market. In order to identify such a business partner, it is
absolutely essential that appropriate due diligence be conducted. See the Due Diligence
section in this chapter for details.

Depending upon your long-term interests, using an agent or distributor is an excellent
way to learn about the Ukrainian market, gauge market potential, establish connections
and develop a customer base and product recognition in the market, as a prelude to
expansion. Your local business partner can help your company establish a foundation
for future expansion into new product lines and/or introducing new-to-market
technologies.

In order to find a qualified potential partner, the Commercial Service recommends using
one of our services, such as the Gold Key Service to conduct initial screening and meet
with potential partners, agents or representatives.

Attending or participating in Ukrainian trade exhibitions is another way to identify and
gauge the qualifications of prospective partners. For more details on the trade
exhibitions taking place in Ukraine, please refer to
http://export.gov/ukraine/tradeevents/tradeeventsinukraine/index.asp.

Depending on your business plan, you may want to look for distributors that have
nationwide capabilities, including those located in the major cities and regions of Kyiv,


http://export.gov/ukraine/tradeevents/tradeeventsinukraine/index.asp

Dnipropetrovsk, Lviv, Odessa, Zaporizhzhya, and Kharkiv. These regions are densely
populated important industrial centers of Ukraine.

The Commercial Service strongly advises against covering the Ukrainian market from
regional offices in Europe. Ukrainian’s prefer to deal directly with local agents or
representatives. On-the-ground presence is crucial to successful business development
in Ukraine. In addition, your Ukrainian partner can help you explore markets beyond
Ukraine. Ukrainian labor costs are among the lowest in the CIS.

Establishing an Office Return to top

A foreign company interested in starting a business in Ukraine has the option of forming
a joint stock company, a limited liability company, a wholly-owned subsidiary, or a
representative office. For regulatory and taxation purposes, representative offices are
treated as independent legal entities, with some exceptions. A representative office can
carry out marketing, promotional, and other auxiliary functions. It cannot sell goods, or
services. The establishment of a wholly-owned company in Ukraine is recommended if
the company intends to carry out manufacturing, or other significant local commercial
activities. A foreign legal entity may have both a representative office and a wholly-
owned subsidiary.

The registration of local offices of foreign companies is handled by the Department of
Trade and Economic Cooperation within the Ministry of Economic Development and
Trade (28, Druzhby Narodiv Street, Kyiv, Phone: +38-044-226-31-34). The process can
take up to 60 days following submission of all the required documents and upon
payment of the one-time $2,500 fee. For more information please contact the: Section of
Foreign Representative Offices at the Department of Trade and Economic Cooperation
within the Ministry, email: represent@me.gov.ua, Phone: +38-044-596-68-43.

To register a representative office of a foreign business entity, you must submit the
following documentation:
e An application for registration of a representative office in free form;
e A notarized extract from the trade (banking) register of the country, where the
foreign business entity is officially registered (Certificate of Incorporation);
e A notarized reference from the banking institution, where the applicant’s account
is officially kept, with the signature of the bank’s primary officer;
o A power of attorney to carry out representative functions issued in accordance
with the law of the country where the Head office of the foreign business entity is
officially registered.

All documents should have an official corporate stamp, be translated into Ukrainian and
the translation notarized. The documents should be issued no earlier than 6 months
before they are submitted to the Ukrainian Ministry.

A full listing of the documents necessary for registration of a representative office can be
found at: http://usa.mfa.gov.ua/en/ukraine-us/trade/information-for-entrepreneurs+. All
documents should be certified by a notary at the place of issue and legalized in a
consular institution of Ukraine in the United States. See contact information for the
Ukraine Embassy and Consulates in the U.S. in Chapter 9.
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Upon acceptance of the documents for registration by an official from the Ministry of
Economic Development and Trade, the applicant is given the number of an account for
payment of the registration fee of $2,500. We recommend that U.S. companies work
with local law firms, consultants or business advisory services to ensure a smooth
registration process. The Commercial Service can provide you with a list of local law
firms and companies specializing in providing assistance to register to do business in
Ukraine.

U.S. companies can find professional personnel for their Ukrainian operations through a
number of experienced recruitment agencies operating in Ukraine, local as well as
international. See the following link for the Association of Regional Recruiting Agencies
of Ukraine (ARKA): http://www.arka.com.ua/en/

Franchising Return to top

Franchising is one of the most popular business models for entrepreneurs and
companies interested in diversifying into other business in Ukraine. For aspiring
entrepreneurs and experienced Ukrainian companies franchises are available per
license, a license for a specific city, region, or the country. McDonald’s was the first
multinational quick service restaurants (QSR) entering the Ukrainian market in 1997. As
of January 2014, McDonald’s Ukraine operates 72 restaurants in 22 cities and maintains
a dominant lead in the QSR business, accounting for 63% of total fast food retail sales in
Ukraine. Kentucky Fried Chicken (KFC), a relative new comer, has been developing
quickly, opening 5 restaurants in Kyiv since 2012. KFC has country-wide expansion
plans for the next 2-3 years. Domino’s Pizza, entered the Kyiv City market in October
2010, and now has a total of 16 locations.

About half of the franchise businesses currently operating in Ukraine are of local origin
(571 licenses). Russia is the top foreign player in the sector with 357 franchising
licenses, followed by Italy (70 licenses), and then the United States (64 licenses).
Franchising in Ukraine has thus far been dominated by retail companies (544), followed
by services (475), and food and restaurant businesses (223).

The QSR market is still far from saturated and continues to attract interest from local
firms interested in expanding into the market. QSR remains very popular among
Ukrainian consumers and continues to demonstrate far more positive development and
growth than other consumer foodservice formats. Many major multinational QSR brands
are already present in Ukraine and are expected to expand their presence significantly
throughout the country. The top U.S. QSR brands in demand in Ukraine are those
already represented in Central and Western Europe. Burger King, Pizza Hut, Starbucks,
and Subway are the most in demand by Ukrainians.

Further development of retail and foodservice franchises will largely depend on the
economic and political situation in Ukraine. According to the Ukraine European
Business Association (EBA), companies believe the most positive change to the
commercial environment is the recent change of government. The expectation that
endemic corruption will no longer play a controlling interest in trade has been a positive
development for the private sector.
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In addition, on June 27, Ukraine signed the economic portion of its Association
Agreement with the EU, which includes the establishment of a Deep and
Comprehensive Free Trade Area. The Association Agreement offers Ukraine a
framework for modernizing trade relations and stimulating economic development
between Ukraine and the EU. The progressive removal of customs tariffs and quotas,
by an extensive harmonization of laws, norms, and regulations in various trade-related
sectors will also benefit U.S. companies.

According to Colliers Ukraine, Ukraine’s retail real estate market is developing at a
steady pace. There are about 520,000 sq. meters of modern retail space currently under
construction representing approximately 57% of current available retail space. Provided
the timely completion of all scheduled shopping centers in 2014 is achieved, retail
property lease rates will likely decrease, which is good news for the franchising sector. In
fact, Kyiv could find itself among one of the largest retail markets in Eastern Europe.

Limited brand recognition, strong competition from local brands, consumer spending
patterns, and a lack of financing are the core challenges facing development of the
franchising sector in Ukraine. The most common mistakes made by international
franchisors in Ukraine, which lead to commercial disputes, are the transfer of
unregistered intellectual property or concluding franchising agreements contrary to
Ukrainian law. Currently, there is no franchising specific legislation, which consequently
limits greater development of the franchise sector. The Ukrainian State Committee on
Regulatory Policy and Entrepreneurship is the key GOU authority with oversight of
franchising. Franchising agreements in Ukraine are regulated by Civil Code and Code of
Commercial Procedure of Ukraine.

Trade Events

International Franchising Expo (IFE) 2014, New York, NY, June 19-21, 2014
http://www.ifeinfo.com

Business. Franchising 2014, Lviv, Ukraine, November 2014 http://upr.expolviv.ua

The Franchise Show 2015, London, UK, February 20-21, 2015
http://www.thefranchiseshow.co.uk

Franchising 2015, Kyiv, Ukraine, February 2015 http://www.franchising.euroindex.ua

Franchise Expo Paris 2015, Paris, France, March 22-25, 2015
http://www.franchiseparis.com

Resources
Statistics http://franch.biz/franch/franch-stats (in Ukrainian only)
Ukraine CPI Consumer Price Index http://countryeconomy.com/cpi

Colliers Ukraine Shopping Centers Development Pipeline http://www.colliers.com/en-
gb/ukraine

EU-Ukraine DCFTA http://trade.ec.europa.eu/doclib/docs/2013/april/tradoc_150981.pdf
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Useful links.

The Ukrainian State Committee on Regulatory Policy and Entrepreneurship
http://www.dkrp.gov.ua (in Ukrainian only)

Franchising Association Ukraine http://www.franchising.org.ua (in Ukrainian only)
Franchising Development Federation Ukraine http://fdf.org.ua/index.php?lang=en
Franchise Group http://franchisegroup.com.ua

Direct Marketing Return to top

Direct Marketing has worked remarkably well in Ukraine for a variety of goods such as:
herbal products, cosmetics, and small-scale consumer goods. Eastern Europe and
Ukraine have become growth markets for several U.S. direct sales companies over the
past several years. Seven U.S. direct sales companies are currently doing business in
Ukraine: Amway, Avon, Mary Kay, Herbalife, NuSkin Enterprises, Morinda, and Tahitian
Noni International, all of which are members of the Ukrainian Association of Direct Sales,
established in 2001.

Over 1.5 million Ukrainians are engaged in the direct sales sector. Most sellers register
as individual entrepreneurs and are therefore qualified for the simplified tax system.
Despite the fact that direct marketing has proved successful, is it not expected to
continue its rapid growth pattern due to the devaluation of Ukraine’s local currency,
which has taken a toll on the direct sales sector.

Telemarketing and direct mailing businesses are unlikely to be successful (except in
selected niche markets) due to the impersonal nature of the approach and the
importance Ukrainians place upon personal relationships.

Joint Ventures/Licensing Return to top

Joint ventures (JVs) became popular in Ukraine following independence. While many of
the new JV projects were notable successes, many degenerated into acrimonious
business disputes due to the inexperience of both the Ukrainian and their foreign
business partners, as well as to the general weaknesses of the Ukrainian legal system.
U.S. companies pursuing this option should employ local legal counsel and seek to
structure their entity as an off-shore business organization where international — not
Ukrainian — laws apply.

Licensing a product for local manufacture is a viable but risky market entry strategy, one
that has not been widely attempted in Ukraine or has been successful.

Ukrainian manufacturers can often offer lower-cost production plus an established
customer base and distributor network both in Ukraine and the CIS region as well. U.S.
companies are advised to register their trademarks and patents, and to avoid sharing
critical technologies with partners if possible. Although there is good legislation
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protecting intellectual property rights in Ukraine, there are some cracks in the system
that put IPR at risk. See the section on “Protecting Your Intellectual Property” in this
chapter for more specific information and guidance.

The number of regulations, required certificates, and inspection regimes in Ukraine
imposes a significant regulatory burden on private enterprise. While the time and costs
related to business registration have been reduced, the GOU still requires enterprises to
obtain numerous permits to conduct business. The GOU has attempted to expand their
"One-stop Registration Shops" (http://poslugy.gov.ua) that are intended to make it
facilitate new business registration to within two to three days instead of a month as in
the past. Per new instructions from the Cabinet of Ministers (Congress) there is a silent
consent provision for permit applications wherein the permits are automatically approved
if there has been no decision made on them, within 30 days of submission of all the
requisite documentation/applications forms. Should you encounter a delay or have
reason to believe that your effort to register your firm is being held up, contact the U.S.
Commercial Service at +38 044 521-5244 to discuss. Our staff can follow-up on your
application and attempt to expedite it.

Ukraine applies both activity and import licensing regimes. The law On Licensing Certain
Types of Economic Activities, (see http://zakon3.rada.gov.ua/laws/show/1775-14) lists
activities which are subject to licensing, namely:

1) trade, manufacture and repair of non-combat firearms and munitions thereof, cold
steel arms and melee weapons, air guns with 4.5 millimeter and bullet speed of more
than 100 meter per second;

2) manufacture of industrial explosives;

3) manufacture of hazardous chemicals, hazardous waste handling, processing and
collecting including plastic and other polymer material waste, rubber waste, and used
tires;

4) development of deposits of precious metals, precious and semi-precious rare stone;

5) manufacture, wholesale and retail trade of veterinary drugs and preparations;

6) trade in agricultural chemicals for plant growth regulation;

7) trade and manufacture of tear sprays for individual self-protection purposes;

8) trade, design, development and manufacture of special devices for anonymous
penetration to communication channels, other spy devices for concealed penetration
into communication networks;

9) trade in cryptography devices or systems, cryptography services for information
protection (for details see http://zakon3.rada.gov.ua/laws/show/543-2011-%D0%BF);

10) introduction, import and exports of holographic stamps and authenticity stickers;

11) services related to technical protection of information, evaluation of information
system penetration vulnerability, search for listening devices(for details see
http://zakon3.rada.gov.ua/laws/show/517-2011-%D0%BF);

12) manufacture of securities forms, other limited-issue high-security documentary
forms;

13) crude oll, natural gas, methane gasoline and fuel pipeline transportation and
distribution;

14) sale of natural gas and coal bed methane;

15) storage of natural gas, coal bed methane;

16) central water supply and sewerage disposition;

17) design, development, test, manufacture of space missiles and apparatus and parts
thereof, land-base control and guidance stations for space missiles and parts
thereto;
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18) cultivation, storage, sale, transportation, import, export, disposition and waste of
growth of narcotic plants, narcotic substances, mood-altering drugs and psychotropic
substance and precursors (for full listing see
http://zakon2.rada.gov.ua/laws/show/770-2000-%D0%BF);

19) medical services;

20) processing of donated blood and components thereof, manufacture of
pharmaceutical substances from donated blood (excluding depositories of umbilical
cord blood, humane tissues and cells);

21) running of depositories of umbilical cord blood, humane tissues and cells;

22) veterinary services;

23) lottery issuance and lottery conducting;

24) passenger and baggage transportation, transportation of hazardous cargoes by river,
sea, road, railway transportation means;

25) collecting, processing and smelting of color and black metal scraps;

26) collection, processing of precious metal scraps, precious and semi-precious stone
wastes;

27) fire protection and extinguishing services;

28) personal security and property guarding services;

29) tourist operator services;

30) intermediary services for finding jobs outside of Ukraine;

31) land boundary surveys and land auctions;

32) commercial fishing;

33) customs broker services;

34) production, export and import of CD, DVD disks and mother-record stencils thereof;

35) trade in cattle genetic substances and genetic expertise services for cattle breeding;

36) fumigation services during import of plants at the Ukrainian border check-points;

37) production and trade in fireworks;

38) running of a training and shooting facilities for sporting or hunting;

39) development, production, trade, repair, maintenance of military machinery and
devices, utilization of munitions and combat weapons;

40) trade in heat power, heat generation and its transportation via central heat
distribution pipe networks;

41) collection and storage of credit history and solvency information;

42) genetic engineering activity in closed systems;

43) bio-fuel and bio-gas trade;

44) banking services;

45) securities and stock exchange broker services;

46) finance, lawn and pawn service;

47) export and import operations;

48) TV and radio broadcasting;

49) electric power and nuclear power generation, distribution, and other services

50) education services;

51) production and manufacture of ethyl, wine spirit, alcoholic beverages, liquors,
cigarettes and tobaccos;

52) telecommunication services;

53) building and construction services;

54) air transportation of passenger, baggage and cargo;

55) trade in drugs and pharmaceuticals.

A list of Ukrainian agencies that issue licenses for business activities in Ukraine is
available at http://zakonl.rada.gov.ua/laws/show/1698-2000-%D0%BF
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Import licenses are required for some goods. The list of goods covered by the
licensing regime and the license terms are reconsidered annually by the Cabinet of
Ministers. As of January 1, 2014, the list includes: printers’ ink, paper with watermarks,
optical media production inputs such as polycarbonate, equipment for CDs production,
pharmaceuticals, paints and lacquers, dyes, hygiene products, cosmetic products,
pedicure and manicure products, shaving aerosols and deodorants, lubricants, waxes,
shoe polishes, insecticides, solvents, silicone, fire extinguishers and the chemicals that
fill extinguishers, refrigerators and freezers, air-conditioners, humidifiers, and other
selected industrial chemical products, poultry meat and products (Harmonized Schedule
Line 0105), salo, pig and poultry fat, fungicides, insecticides, herbicides, plant growth
adjusters. For a detailed product listing see http://zakonl.rada.gov.ua/laws/show/950-
2013-%D0%BF.

While an import license is granted automatically to the applicant, there are some
products that require prior approval, which may or may not be automatic from the
relevant administrative agency before the import license can be issued by the Ministry of
Economic Development and Trade. Product certification is a prerequisite for some
goods for an import license. The listing of products subject to obligatory certification in
Ukraine is available at: http://zakonl.rada.gov.ua/laws/show/z0466-05. Importers can
request that a foreign facility be certified as in compliance with Ukraine's technical
regulations. This option usually involves a costly inspection visit by Ukrainian
government officials to the facility. If approved, the supplier receives a certificate of
conformity valid for 2 years to 5 years and avoids the necessity of certifying each
shipment and mandatory laboratory testing of goods upon arrival into Ukraine. There is
more information about product certification options and the process in Ukraine at:
http://www.ukrcsm.kiev.ua

Beginning January 1, 2012, Ukraine introduced a listing of imported products which
require a Declaration of Conformity (see
http://www.leonorm.com/P/NL_DOC/UA/201101/LYST3432.htm). The Declaration of
Conformity can be issued for a fee only by an official Ukrainian Certification Center.
Contact information for official certification centers can be found at the official website of
the National Accreditation Agency of Ukraine (NAAU) (see http://naau.org.ua/reyestr-
akreditovanix-oov/?lang=en).

Selling to the Government Return to top

Studies made by international organizations have concluded that government
procurement in Ukraine has been one of the most corrupt spheres of state activity.

Ukraine's procurement rules generally do not restrict foreign enterprises from
participating in government procurement. However, in practice, foreign companies claim
they are rarely able to compete on an equal footing with local companies. Foreign
companies generally win only a tiny fraction of tenders. Among the problems faced by
foreign firms are: (1) the lack of public notice of tender rules and requirements; (2) non-
transparent preferences in tender awards; (3) the imposition of conditions that were not
part of the original tender requirements; and (4) ineffective grievance and dispute
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resolution mechanisms, which often allow a losing bidder to block the tender after the
contract has been awarded.

International assistance is being granted to Ukraine through multilateral development
banks to assist the government in funding the procurement of major infrastructure
development projects, which could create important export opportunities for U.S.
companies. Tender announcements can be found on the websites of the World Bank,
the European Bank for Reconstruction and Development (EBRD); the International
Finance Corporation (IFC), and the United Nations Development Program (UNDP) for
opportunities. See chapter 9 for links to these organizations websites.

The presence of a Western tender organizer often makes selling to the government a
more transparent practice, with published deadlines, proposal criteria, and more
importantly, oversight in making final procurement decisions. Although Ukraine is not a
signatory of the WTO Agreement on Government Procurement, Ukraine has pledged to
become a party to the agreement.

In April 10, 2014, Ukraine passed a new Government Procurement Law Ne 1197-VII,
which is now in force. This law requires that all government procurements of goods
valued at more than € 200,000, services valued at more than € 300,000, and public
works valued € 500,000 be procured through competitive tenders. Open international
tenders are used where procurement is financed by an entity outside of Ukraine.

The Anti-Monopoly Committee of Ukraine has the power to review disputes arising from
public procurements related to procurement procedures through its Complaint Board.
Courts may also hear government procurement-related cases. Cases must be filed on
tight timelines, often within 14 days of alleged violations.

The U.S. government will continue to pay close attention to current attempts to amend
the law to ensure that such attempts do not undermine provisions. The Government
Procurement Law of Ukraine can be found at:
http://zakon2.rada.gov.ua/laws/show/1197-18

Interested American suppliers may also learn about current public procurement
opportunities in Ukraine by registering on the Ukrainian Public Procurements Official
National Web Portal: https://tender.me.gov.ua/EDZFrontOffice/

Distribution and Sales Channels Return to top

Most of Ukraine’s domestic and international cargo transportation is undertaken via rail
or truck.

The railways are managed by the State owned railway company Ukrzaliznytsia.
Ukraine’s railway network ranks third in Europe with 21.7 thousand kilometers of rail with
connections to Belarus, Russia, Moldova, Romania, Hungary, Slovakia, and Poland.

Ukrainian highways are linked to the Pan-European corridors and which includes the
following highways: Gdansk-Odessa, Eurasian, Europe-Asia, and others. Among the
Pan-European corridor network, Ukraine includes Brussels - Dresden - Krakow - Kiev,
Venice - Budapest - Lviv — Kyiv. The Danube River, and Helsinki - Saint-Petersburg -
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Gomel - Kyiv - Chisinau - Bucharest - Thrace. One should note that road conditions in
Ukraine determine the average speed which is two to three times lower than in EU
countries.

Container and bulk imports are processed by Ukrainian sea (Belhorod-Dnestrovskiy,
Berdyaskiy, Evpatoriyskiy, 1zmailskiy, Ilichivskiy, Kerchenskiy, Mariupolskiy,
Nikolaevskiy, Odeskiy, Oktyabrkiy, Reniskiy,Sevastopolsmkiy, Skadovskiy, Ust-
Dunaiskiy, Feodosiyskiy, Khersonskiy, Yuzhniy, and Yaltinskiy) and eight river ports,
Mykolaiv, Kiev, Kherson, Zaporizhia, Dnipropetrovsk, Kremechuk, Cherkasy, and
Chernihiv ports.

There also 7 international and 23 local airports united by the Association Civil Airports of
Ukraine offering airfreight services, however their share in domestic or international
cargo transportation is insignificant as compared to those made by sea, rail, or road.

Imports upon entry into Ukraine can be placed in customs bonded warehouses, or
temporary storage customs bonded warehouses. An importer can also use customs
bonded warehouses to temporarily store goods which are subject to certification in
Ukraine, or need to get entry approval from sanitary, environment or other Ukrainian
controlling authorities, or want Customs to clear import shipments by pallets depending
on market demand, or production processing needs of the customer in Ukraine.

Like all countries Ukraine monitors import-export flows that pass through its boarders.
The current Ukrainian customs regulation mandates that customs declarations in export
or import operations be done by a licensed customs broker. Licensed customs brokers
are re-certified by the State Customs Service of Ukraine and are generally issued a five-
year license. For contacts of Ukrainian customs brokers, interested American exporters
may contact the Association of Customs Brokers of Ukraine.

Contacts of other Ukrainian organizations in distribution and sales logistics can be found
at

Ukrainian Freight Forwarder and Logistic Bulletin

Association Distributors of Ukraine

Ukrainian Logistics Directory

Ukrainian Logistics Association

Association of International Freight Forwarders of Ukraine

Association of Ukrainian International Cargo Multi-Modal Transportation
“‘UKRZOVNISHTRANS”

e Association of International Automotive Cargo Transportation

Sales Channels

Ukraine has an increasingly sophisticated retail sector, which is more highly developed
in Kyiv and the other major cities in Ukraine. Retail superstore chains are appearing in
major cities and primarily specialize in; Fast Moving Consumer Goods (FMCG),
consumer electronics, Do-it-Yourself (DIY), automotive parts and accessories, cosmetics
and toiletries; pharmaceuticals, and health care goods. The size of the retail market in
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2013 was estimated at $79 billion which was 8% less than in 2012. It is worth noting,
that despite the slow growth rate, the retail market remains the most dynamic sector of
the Ukrainian economy.

Other consumer goods are sold mainly through specialized retail outlets or open-air
markets. As a result of the financial crisis in 2008, many retail businesses were forced to
consolidate. The major international investors in the Ukrainian retail market are: METRO
GROUP (http://www.metro.ua), Auchan (http://www.auchan.ua), Billa
(http://www.billa.ua), Praktiker (http://www.praktiker.ua), and OBI (http://www.obi.ua ).
Of these, METRO GROUP is the biggest international investor in the Ukrainian retail
market. It has invested approximately EUR 530 million in the country’s economy and
created more than 7,400 jobs. This trend offers new opportunities for U.S. investors and
retailers interested in this market.

FMCG Chains

In 2012, active territorial expansion of all types of FMCG retailers in Ukraine was being
practiced by local companies (present in one economic and geographic region) and
national companies (present in four to five economic-geographic regions). The top four
national retailers on the Ukrainian market are the Fozzy Group (http://www.fozzy.ua ),
ATB Market (http://www.atbmarket.com ), Retail Group (www.kishenya.com.ua ), and
Furshet (http://furshet.ua). Regionally, there are companies present in two to three
economic-geographic regions, namely Amstor (http://www.amstor.ua ) which is in the
Eastern part of Ukraine, and Tavria V (http://www.tavriav.ua ), and Kopeika
(http://kopeyka.com.ua ) who trade in Southern part of Ukraine, and Pakko
(http://pakko.ua ), Barvinok http://barvinok.ua, and Kolibris http://colibris.com.ua ) are
covering the Western part in Ukraine. International companies (with their central offices
located abroad) evinced a less dynamic tendency to open new outlets in 2012. Only
METRO Cash & Carry, Billa, and SPAR opened new stores in Ukraine during 2013.

Retail formats are defined differently in Ukraine than they are in Europe and are adapted
to the specificities of the local market. For example, the “cash and carry” format as
implemented by Ukrainian companies means that a substantial proportion of sales is to
end-user consumers. Hyper and supermarkets often set low prices to attract more
customers. Discounters offer an expanded product range and have a very low share of
their own in-house brands than Germany’s discounters do by comparison,. Convenient
stores have more floor space (150E550 sq. m.) and a broader assortment (2’B.5
articles).

The most popular FMCG outlet formats to open in Ukraine in 2012 were discounters,
corner shops, and supermarkets. The minimarket format is the main driver of
contemporary trade growth in Ukraine. Yet the share of non-organized trade (open
markets, kiosks, and non-chain stores) remains very high. The majority of stores are
operated by local players such as Fozzy Group, ATB Market, Furshet, and Velyka
Kyshenia. Among foreign retailers, the key player is Auchan, which has been operating
in Ukraine since 2008 and has already opened eight stores in major cities. Other foreign
investors are Rewe, with its Billa outlets, Perekrestok with its small network of stores (X5
Retail Group), and SPAR. With a relatively limited quantity of stores, Rewe is set to
speed up its expansion and open around 10 stores each year, predominantly in towns
with over a million inhabitants. X5 plans no Perekrestok openings and may even divest
from Ukraine, whereas SPAR intends to expand across the country via franchisees.
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Neighborhood stores are of immense importance to the national food supply. These
outlets are usually supplied by thousands of regionally operating, small-scale wholesale
businesses. Neighborhood stores are mostly Soviet-style outlets operated in a quite
outdated manner, with old equipment and no modern approaches to marketing or
merchandizing.

In 2012, METRO Cash & Carry Ukraine launched the Schedriy Koshyk project to
help its professional trade customers improve their shops and bring them in line with
modern standards. Schedriy Koshyk is a trade network of minimarkets that are
developing successfully in Ukraine. They are all supported by METRO Cash & Carry
Ukraine. Currently there are 18 Schedriy Koshyk stores in the areas of Donetsk,
Zaporizhya, Kharkiv, Luhansk, and Dnipropertovsk regions, and also in Kiev city. The
company provides traders who join the Schedriy Koshyk program with: rebranding,
refurbishment and store reallocation, assortment and pricing optimization, and
professional marketing support. Thus, all the stores are being brought in line with
international retail standards and receive valuable experience from a modern and
leading retailer in the Ukrainian market.

Consumer Electronics and Household Appliance Chains

There are two Ukrainian and one Russian consumer electronics and household
appliance chains currently operating in Ukraine. These are the Ukrainian companies
Foxtrot (http://www.foxtrot.com.ua), and Comfy (http://comfy.ua), and the Russian
company Eldorado (http://www.eldorado.com.ua). These three chain operators sell most
of the consumer electronics and household appliances which are sold in country through
their retail outlets which are located throughout Ukraine.

“‘Do-lt-Yourself” Chains

Nationwide the DIY chains are represented by two Ukrainian companies - Epicentr
http://www.epicentrk.com.ua and Nova Linya http://novalinia.com.ua, the German DIY
chain operator — Praktiker Ukraine http://www.praktiker.ua, a French DIY chain Leroy
Merlin (http://leroymerlin.ua ), and OBI (http://www.obi.ua ). There are also regional DIY
chains operating alongside the national store that are also selling building products,
hardware, plumbing goods, power and lightning articles, hand power instruments and
expendables. Ukrainian DIY stores carry dishware and home décor items as well. DIY
chains have been gaining popularity with small construction companies, individual
remodelers, who use them as a one-stop place for making daily business purchases for
jobs.

Branded Apparel and Footwear

Branded apparel is carried in Ukraine by the Ukrainian companies Argo
(http://argo.com.ua,) Top Brand (http://topbrand.com.ua), Helen Marlen Group
(http://helen-marlen.com), and Melon Fashion Group (www.mwlonfashion.ru) who
operate chains of branded and premium fashion outlets nationwide.. Intertop
(http://intertop.ua) is a Ukrainian chain for branded footwear.

Automotive Parts and Accessories Chains

Along with numerous independent retail outlets, car parts and accessories are traded by
three nationwide major chain operators — Auto Trade Line (ATL)(http://www.atl.ua),
ZipAvto (http://www.zipavto.com), and AIS (http://www.ais-sp.com.ua).
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There are also regional wholesale chains like Planetauto (www.planetauto.com.ua ),
Altant (http://www.atlant.uz.ua), Stop -Transit (http://www.tranzit.com.ua), New
Millennium (http://www.automillenium.com.ua) Vlast (http://vlast-rv.com.ua),Pitstop
(http://pitstop.com.ua)

Avtostiv (www.avtostiv.com.ua), and Avto Centr (www.autocentr.if.ua).

Beauty and Toiletries Chains

There are four major nationwide beauty chains in Ukraine -DC-Watsons
(http://watsons.com.ua), Kosmo (http://kosmo.ua) Prostor (http://prostor.ua), Eva (Rush)
(http://lwww.eva.dp.ua). There are also regional beauty chains operating Ukrainian in two
to three regions of Ukraine.

Drug (Pharmacy) Chains

Pharmaceuticals are sold through some 23,000 pharmacies in Ukraine. While most of
the pharmacies in are state or municipal owned, there has been an increase of
privatized pharmacies into pharmacy chains operating on nationwide or regional level.
The most prominent Ukrainian pharmacy chains are Ukrainian Pharmacy Holding
(http://www.aptekaholding.com.ua), Farmstor (http://www.drugstore.com.ua), Med-
Service (http://www.med-service.com.ua), Zi (http://3i.ua), Nasha Apteka
(http://www.nasha-apteka.com.ua), Bazhaemo Zdoroviya (http://apteka.net.ua), Alteya
(http://alteia.ua), and D.S. (http://www.ds.lviv.ua ).

The distribution and warehousing resources in Ukraine are currently a problem due to
under-development. With slightly more than 10 percent of Ukraine's population living in
the three largest cities, establishing a reliable distribution and warehousing network is of
great importance. Ukraine’s commercial infrastructure has begun to mature rapidly in
recent years in response to this demand and Western-style distribution networks are
developing as well.

Problems have arisen for U.S. companies that sell through their Euro-zone distributors.
The unfavorable currency exchange rates and higher European taxes and/or duties have
helped to decrease the price competitiveness of U.S. products. Additionally, working
through European distributors is perceived by many Ukrainian businesses as an
additional layer of bureaucracy and overhead cost they are reluctant to absorb. Ideally,
a U.S. company interested in conducting a successful business operation in Ukraine
should look for an in-country representative and with an established network of
distributors and sellers.

Selling Factors/Techniques Return to top

e Locally-produced promotional advertising is an effective method for informing
Ukrainians about new products in the market. TV advertising has also proven to
be an efficient and cost effective medium to attract new customers.

e Providing a description, a list of ingredients, a warranty, and maintenance
guarantee builds consumer confidence in products.
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e Ukrainian consumers are not fond of foreign brand-name products that are
manufactured in Asia or in other former Soviet countries due to a perception of
low quality.

¢ Including the name of a Ukrainian or Russian distributor and their local address
on the original packaging increases consumer confidence in the quality of
products.

e U.S. goods generally have a very good reputation but are not yet widely available
in local consumer markets. The “Made in USA” stamp definitely increases
customer interest in products.

o Direct sales is another effective option—(also see Direct Sales section) for
promotmg products via:
TV shopping channels.
- Through Ukrainian internet shopping portals.
- Placing advertisements on internet portals can help U.S. companies explore
market potential for products and help develop brand recognition.
- Electronic commerce — (see Electronic Commerce section).

For additional information on sources for E-advertising see:
http://www.topshoptv.com.ua; http://www.telemedia.ua; http://leloo.com.ua and
http://www.ua.all-biz.info

Electronic Commerce Return to top

The Ukrainian E-commerce industry is gaining speed. Currently, the market is worth $2B
a year. Despite the high dynamics in the retail sales structure of Ukraine, Internet
shopping makes up 0.6% of all retail sales. Only 8.6 % of Ukrainian active internet users
make purchases via internet. The most popular product categories are electronics and
clothing followed by toiletries, accessories and gifts (e.g. jewelry) and toys. Due to fear
of fraud, especially when personal data is used in the Internet, as well as an unreliable
delivery service, shoppers are reluctant to use cards or e-money, preferring cash on
delivery payments.

Over the past years e-commerce in Ukraine has been developing by itself without any
support from the Ukrainian government. The Ukrainian e-commerce is currently driven
by NGO organizations like Ukrainian Association of Electronic Business, Ukrainian
Internet Association, and Association of Information Technology Enterprises of
Ukraine.

The Ukrainian Government noticed these developments, and recognizing the importance
of e-commerce, the Parliament recently approved the 1st reading of the Law on E-
Commerce, 2nd reading pending. This is a significant step forward meaning Ukraine
now takes e-commerce seriously and views it as a promising sector, capable of
generating revenues and subsequently tax payments. The E-commerce market is
growing on a quarterly basis, especially dynamic are internet stores and auctions.
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There was a slow period in February-March 2014 when Ukraine was in the middle of a
serious political crisis. However, the market players have now stabilized their activities
after a series of positive developments in the country, e.g. presidential elections and
international financial assistance. It is expected that by the coming fall season, the
industry will show even more growth.

Trade Promotion and Advertising Return to top

Ukraine’s advertising industry has recently enjoyed one of the highest growth rates in
Eastern Europe. Although, it is still less developed than in most neighboring countries
where per capita spending on advertising is significantly higher. Almost two-thirds of all
advertising is spent on television and radio commercials, which remains the most
powerful and reaching advertising methods. The most popular TV channels for
advertising are Inter and Starlight Media Channels (ICTV, STB, Novy, 1+1). The most
popular commercial radio channels are Gala Radio, ERA, Music Radio, Auto Radio,
Nashe Radio, Shanson, and Renaissance. Newspaper advertising accounts for 14% of
the advertising market.

The major Ukrainian newspapers / journals include:

Fakty i Kommentarii / Facts and Commentary (www.facts.kiev.ua);
Biznes / Business News (http://www.business.ua/);

Silski Visti / Countryside News (http://silskivisti.kiev.ua);

Uryadovyy Kuryer / Government Courier (http://uamedia.visti.net/uk/);
Aviso / advertising and announcements (www.aviso.kiev.ua).

The major English-language newspapers and journals are:

o Kyiv Post (www.kyivpost.com);
o KyivWeekly (www.kyivweekly.com);
e What'sOn: (www.whatson-kiev.com.

Upon request, the U.S. Commercial Service can provide a list of advertising and public
relations agencies, as well as print and television media sources operating in Ukraine.
See our Contact List service at:
http://export.gov/ukraine/servicesforu.s.companies/index.asp

National trade shows and exhibitions continue to be an effective way to introduce
products to local buyers. A full listing of the international, nationwide and, or regional
trade shows is available at http://expoua.com. Major local trade show organizers and
fair authorities include:

Euroindex: http://www.euroindex.com.ua/indexe.php

Medvin: http://www.medvin.kiev.ua/news.php

PremierExpo: http://www.pe.com.ua/new/index.php3?lang=3

ACCO International: http://www.acco.ua/eng/index.html

International Exhibition Center: http://www.iec-expo.com.ua/eng/index.php3
KyivExpoPlaza: http://www.expoplaza.kiev.ua/index.php?j=e&ide=1

The U.S. Commercial Service actively promotes the products and services of U.S.
companies at local major trade shows by organizing and staffing U.S. Product Literature
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Centers. For additional information see:
http://export.gov/ukraine/tradeevents/tradeeventsinukraine/index.asp

Pricing Return to top

Like most consumers making a purchase, the priority for Ukrainian consumers is price,
followed by quality, durability and after sales service. The type of goods being
considered for purchase also influences the Consumer’s consideration of the country of
origin. The same holds true for Ukrainian businesses representing foreign companies as
agents, distributors, or representatives.

On the other hand, Ukrainian companies purchasing equipment make their priority high
quality, and then new technology, efficiency and reliability, training support, and after
sales service. This is especially true in the Agriculture, Power Generation, Oil & Gas,
Pharmaceutical, Aviation, and ICT sectors.

Ukraine’s price setting regulations are stipulated in the Law of Ukraine on Prices and
Price Establishment (http://zakon2.rada.gov.ua/laws/show/507-12 in Ukrainian only).

The Cabinet of Ministers of Ukraine (http://www.kmu.gov.ua/control/en) has price-
governing authority to determine which goods and services are subject to fixed or
government-regulated prices. Prices for other essential and related products are set by
ministries or agencies relevant to the industry sector, such as:

- The Ministry of Health governs the prices of drugs and medical devices.
http://www.moz.gov.ua

- The Ministry of Fuel, Energy, and Coal governs the prices of oil, gas, coal, and
fuel. http://mpe.kmu.gov.ua (this website is not available in English)

- The Ministry of Agricultural Policy governs the prices of grain, bread and
essential foodstuffs. http://www.minagro.gov.ua

- The National Commission for State Regulation of Communications and
Informatization governs the fees for telecommunications. http://en.nkrz.gov.ua

- The National Electricity Regulatory Commission governs the fees for electric
power. http://www.nerc.gov.ua (this website is not available in English)

- The National Communal Service Regulatory Commission governs the fees for
heat, water supply and sewerage. There is no website for this commission.

The implementation of the price-regulation policy is the responsibility of the State
Inspection for Price Controls, which is a part of the Ministry of Economic Development
and Trade of Ukraine. For details see;
http://www.me.gov.ua/control/uk/publish/category/hide?cat_id=120389.

For products and services, which are not controlled by Ukrainian governmental
agencies, Ukrainian public, private companies, and individual entrepreneurs are granted
liberty to set prices themselves.

When establishing prices it is important to take into consideration the purchasing power
of the average Ukrainian consumer, ages of potential end-users and regions where they
live. According to the State Statistics Committee of Ukraine, the average monthly salary
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in Ukraine for the January-December 2013 period was $430. The highest salaries are
paid in Kyiv city, Kyiv region, the Donetsk and Dnipropetrovsk regions.

The demand for Western-manufactured products is far greater among the younger
generation, with the sharpest contrasts seen between the under 55 and over 55 age
groups. The widest differences are observed in the purchase of vehicles, personal care
products, candy, jewelry, household goods, and electronics.

To review the prices for a wide variety of other goods please refer to the following web
sites:

Websites available only in Ukrainian
v’ http://price.com.ua
v’ http://shop.bigmir.net

Websites available in English
v http://www.ua.all-biz
v' http://lwww.ukrdzi.com/en

The price a customer pays for goods in retail outlets, wholesale, or distribution
warehouses already includes 20% VAT (Value Added Tax).

Most businesses in Ukraine are organized primarily as individual private entrepreneurs,
LLC companies, or joint stock companies. American exporters, working with a Ukrainian
partner to jointly compute pricing for goods in the Ukrainian market, should be aware
that individual private entrepreneurs are exempt from the obligatory 20% VAT on goods
being resold to customers.

LLC companies and joint stock companies should include 20% VAT into the price on
their goods or services. The option of sale through an individual private entrepreneur is
limited to revenues of no more $ 510,000 in sales of goods or services performed by an
individual private entrepreneur during one year. LLC companies and joint stock
companies are not limited by a ceiling in annual sales revenues since they are required
to include 20% VAT in the price.

Depending on the scope of sales in goods and their nature, one can pass a mandatory
ceiling in annual sales revenues by partnering with a team of several entrepreneurs. This
option is widely used by direct or network marketing businesses, who sell their goods
through dozens of salesmen classified as individual private entrepreneurs.

Sales Service/Customer Support Return to top

Ukraine has made progress, but still has a way to go to achieve Western customer
service standards for after-sale service and customer support. Consumers encourage
better warranties and after-sale services. These services are typically performed by
Ukrainian repair shops, under contract with the distributor of the manufacturer or sales
representatives. Ukrainian consumers have high expectations for after-sales services
and product warranties. The level and quality of customer support offered can be a
determining factor in winning and keeping customers in Ukraine. Legally, Ukraine has
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strong consumer rights protection laws of which consumers are well aware. For
example:

- Law of Ukraine No. 1024-12 on Consumer Rights Protection,
(http://zakon4.rada.gov.ua/laws/show/1023-12), Regulations for Product Warranties
(After sale Services,)

- and, the Exchange of Technically Sophisticated Household Appliances No. 506
enacted by the Cabinet of Ministers on April 11, 2002,
(http://zakon4.rada.gov.ua/laws/show/506-2002-%D0%BF)

The manufacturer of the product shall guarantee compliance of the product to the
specifications described in the product manual. According to Ukrainian legislation,
warranty service on a product shall be offered for not less than six months from the date
of purchase. During the warranty period, consumers are entitled to free-of-charge repair,
complete replacement of malfunctioning products within a 14-day period after purchase,
or full reimbursement of the purchase price of the product within seven days after the
purchase and the product is returned. If the consumer has violated the operation manual
of the product, all subsequent necessary repair work is at the expense of the consumer.
Warranty service starts from the date of purchase.

Technically sophisticated products are defined in Ukraine as:

¢ Household radio and electronic appliances, and electric powered household
appliances
Household and computing devices
Personal communication devices
Mechanical devices including clocks, watches, and timers or stop watches
Musical instruments, including electric powered
Any devices with warranty obligations
Motor vehicles and other self-propelled devices (after-sale support is regulated
by a separate Cabinet of Ministers Edict No 1200 of November 11, 2009)
Machining devices or apparatus for household use
Medical devices
Products for physical exercise, and sport or tourism
Personal regular or rubber bullet firearms, tear gas (PP) guns, carbonate gas
(CP) guns, ball bullet (BB) guns, air or spring guns
¢ Household measuring and rationing devices

The obligatory exchange or reimbursement of goods due to poor performance does not
apply to foodstuffs, drugs and pharmaceuticals, personal hygiene products, perfumes
and cosmetics, underwear, sprays, books and other printed goods. Such exchanges are
done based upon the good will and at the discretion of the seller.

In case a repair is needed on a warranted product, the seller must loan the consumer a
comparable product for daily use during the period of repair. According to the Edict of
the Cabinet of Ministers of Ukraine No.172, of March 19, 1994,
(http://zakon4.rada.gov.ua/laws/show/172-94-%D0%BF) this rule relates to TV sets,
microwave ovens, video, audio playing or recording devices, washing machines, water
heating pots, vacuum cleaners, refrigerators, computers, etc. In the case of a failure by
the seller to provide a temporary replacement, a penalty of one percent of product price
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shall be given to the consumer and the warranty (free) service is extended by the
number of days the product is under repair.

The Association of Household Appliances and Electronic Devices (AHAED)
(http://www.a-torg.com.ua ) was formed by the major Ukrainian and foreign retail chains
in order to coordinate after-sale service and encourage trust in brands one sells through
trusted retail chains. The establishment of the AHAED assured Ukrainian customers
that well-known international brands sold by AHAED members are authentic, and have
reliable after-sale service and customer support coverage.

Protecting Your Intellectual Property Return to top

The United States Trade Representative (USTR) has published the 2014 Special 301
Report with an update on the results of the Section 301 investigation of Ukraine.
Ukraine was designated a Priority Foreign Country (PFC) in the 2013 Special Report
due to the particular PR acts, policies, and practices identified in the 2013 Special 301
Report. Those acts, policies, and practices involved: (1) the administration of Ukraine's
system for collecting societies, which are responsible for collecting and distributing
copyright royalties to U.S. and other rights holders; (2) use of infringing software by
Ukrainian government agencies; and (3) online infringement of copyright and related
rights.

On May 30, 2013, USTR initiated a Section 301 investigation of the acts, policies, and
practices identified in the Special 301 Report. "Based on the information obtained during
the investigation, on February 28, 2014, the U.S. Trade Representative determined that
these acts, policies, and practices are unreasonable and burden or restrict United States
commerce, but, due to the current political situation in Ukraine, no action would be taken
at that time," the update reads.

USTR remains committed to addressing the problems that served as the basis for the
designation of Ukraine as a PFC, and appreciates Ukraine’s recent outreach and
ongoing engagement in exploring how to ameliorate these problems and improve its
overall IP regime. The United States looks forward to working with Ukraine on these
three issues.

Protecting Your Intellectual Property in Ukraine:

Several general principles are important for effective management of intellectual
property (“IP”) rights in Ukraine. First, it is important to have an overall strategy to
protect your IP. Second, IP is protected differently in Ukraine than in the U.S. Third,
rights must be registered and enforced in Ukraine, under local laws. Unfortunately, U.S.
trademark and patent registrations will not protect you in Ukraine and there is no such
thing as an “international copyright” that will protect an author’s writings or thoughts.
However, Ukraine, like most countries offers copyright protection on foreign works under
certain conditions, and these conditions have been simplified by implementation of
international copyright treaties and conventions (e.g. WTO Trade Related Aspects of
Intellectual Property Rights “TRIPS Agreement”).
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Registration of patents and trademarks is on a first-in-time, first-in-right basis, so you
should consider applying for trademark and patent protection even before selling your
products or services in the Ukrainian market. It is vital that companies understand that
intellectual property is primarily a private right and that the U.S. government generally
cannot enforce rights for private companies or individuals in Ukraine. It is the
responsibility of the rights' holders to register, protect, and enforce their rights where
relevant by conducting the necessary due diligence and by retaining the appropriate
counsel and advisors. Companies may wish to seek advice from local attorneys or IP
consultants who are experts in Ukrainian IP law. The U.S. Commercial Service can
provide a list of legal firms upon request.

While the U.S. Government stands ready to assist, there is little we can do if the rights’
holders have not taken the fundamental steps necessary to securing and enforcing their
IP in a thorough and timely fashion. Moreover, in many countries, rights holders who
delay enforcing their rights on the belief that the USG can provide a political resolution to
a legal problem may find that their rights have been eroded or abrogated due to legal
doctrines such as statutes of limitations, laches, estoppel, or unreasonable delay in
prosecuting a law suit. In no instance should U.S. Government advice be seen as a
substitute for the obligation of a rights’ holder to promptly pursue a grievance or their
case.

It is always advisable to conduct due diligence on potential partners. Negotiate from the
position of your partner and give your partner clear incentives to honor the contract. A
good partner is an important ally in protecting IP rights. Consider carefully, however,
whether to permit your partner to register your IP rights on your behalf. Doing so may
create a risk that your partner will list itself as the IP owner and therefore could fail to
transfer the rights should the partnership end. Keep an eye on your cost structure and
reduce the margins (and the incentives) of would-be bad actors. Projects and sales in
Ukraine require constant attention. Work with legal counsel familiar with Ukrainian laws
to create a solid contract that includes incomplete clauses, and confidentiality/non-
disclosure provisions. You should also have all contracts in English and Ukrainian and
have both agreed to and signed.

It is also recommended that small and medium-size companies understand the
importance of working together with trade associations and organizations to support
efforts to protect IP and stop counterfeiting. There are a number of these organizations
that are both Ukraine and U.S.-based. These include:

e National Association of Manufacturers (NAM)

e International Intellectual Property Alliance (IIPA)

¢ International Trademark Association (INTA)

o The Coalition Against Counterfeiting and Piracy

¢ International Anti-Counterfeiting Coalition (IACC)

o Pharmaceutical Research and Manufacturers of America (PhRMA)
e Biotechnology Industry Organization (BIO)

IP Resources



A wealth of information on protecting IP is available to U.S. rights holders. Some
excellent resources for companies regarding intellectual property include the following:

e Forinformation about patent, trademark, or copyright issues -- including
enforcement issues in the US and other countries -- call the STOP! Hotline: 1-
866-999-HALT or register at www.StopFakes.gov.

¢ For more information about registering trademarks and patents (both in the U.S.
as well as in foreign countries), contact the US Patent and Trademark Office
(USPTO) at: 1-800-786-9199.

e For more information about registering for copyright protection in the US, contact
the US Copyright Office at: 1-202-707-5959.

¢ For more information about how to evaluate, protect, and enforce intellectual
property rights and how these rights may be important for businesses, a free
online training program is available at www.stopfakes.gov.

¢ For information on obtaining and enforcing intellectual property rights and
market-specific IP Toolkits visit: www.StopFakes.gov This site is linked to the
USPTO website for registering trademarks and patents (both in the U.S. as well
as in foreign countries), the U.S. Customs & Border Protection website to record
registered trademarks and copyrighted works (to assist customs in blocking
imports of IP-infringing products) and allows you to register for Webinars on
protecting IP.

e The U.S. Commerce Department has positioned IP attachés in key markets
around the world. You can get contact information by contacting the IP attaché
who covers Ukraine at: Donald. Townsend@trade.gov

Due Diligence Return to top

Conducting due diligence on prospective business partners and or customers is
essential in Ukraine. It is critical to confirm the legitimate registration, financial status and
reputation of prospective customers and partners, prior to entering into a contractual
relationship or selling your products/services. Doing so requires engaging the services
of a law firm or using the International Company Profile (ICP) service offered by the U.S.
& Foreign Commercial Service. This service provides a detailed report including a
financial background report, a check of references, the company’s history and a site visit
by an American Commercial Service officer. For a full description of this service go to:
http://export.gov/ukraine/servicesforu.s.companies/eg_ua_027310.asp

Although there is little reliable open source information on Ukrainian firms, there are
three nationwide web-based databases that can be useful: 1) a listing of bankrupt
companies; 2) a list of companies in liquidation and, 3) a list of companies and or
individuals under civil or criminal prosecution. Unfortunately the databases are available
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in the Ukrainian language only. To get access you must register online or send a written
request together with the subscription fee.

Interested American companies may try:
¢ The Bankruptcy Information and Inquiry System, administered by the
Informational Court Systems State Enterprise (see http://www.bankrut.gov.ua) to
verify if a Ukrainian company is in insolvency court or has been declared
bankrupt by a commercial court;

¢ The Consolidated Bankruptcy Database, administered by the Information Center
State Enterprise under the Ministry of Justice of Ukraine (see
http://www.informjust.ua) to learn if a Ukrainian company is in liquidation;

e See the Unified State Register of Court Decisions (see
http://reyestr.court.gov.ua) to learn if a company or individual is under civil or
criminal prosecution.

Local Professional Services Return to top

In Kyiv there are a growing number of high quality professional service providers that
include some western firms. The Chamber of Commerce in Ukraine, formerly known as
American Chamber of Commerce in Ukraine, is a good point of contact for locating
foreign professional services firms. See: http://www.chamber.ua. In addition, there is a
number of prominent business service providers listed on our website at:
http://export.gov/ukraine/businessserviceproviders/index.asp

There are also business facilitation services that can be sourced from the Ukrainian
Chambers of Commerce and Industry (UCCI). They have affiliations known as regional
UCCIs in all 26 oblasts (regions) of Ukraine. Contact information about regional UCCls is
available at http://www.ucci.org.ua/en/list_cci.html. There is also an online UCCI
Industrial Membership Directory at http://www.ucci.org.ua/synopsis/members.

Other venues for professional services could be Ukrainian industry associations, whose
contact information can be found at http://www.ukrexport.gov.ua/ukr/assn/

Contacts of other organizations or consultants which may be useful for American
exporters can be found at:

Customized Market Research and Consultancy
e SC Derzhzovnishinform

Translators and Interpreters
e Ukrainian Translators Association

HR and Recruitment
e Association of Regional Recruiting Agencies of Ukraine
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e Association of Business Coaches and Consultants

Real Estate and Office Rent
Association of Real Estate Specialists of Ukraine

Advertisement
e Ukrainian Association of Outdoor Advertisement

Distribution
e Association Distributors of Ukraine

Customs Brokerage
e Association of Customs Brokers of Ukraine

Logistics and Warehousing
e Ukrainian Logistics Association

Cargo Transportation
e Association of International Freight Forwarders of Ukraine
e Association of Ukrainian International Cargo Multi-Modal Transportation
“UKRZOVNISHTRANS”
e Association of International Automotive Cargo Transportation

Attorneys
e National Associations of Attorneys in Ukraine
e Ukrainian National Bar Association and Ukrainian Advocates Association
e Union of Advocates of Ukraine

Project Evaluation and Credit Rating
e Ukrainian Credit Rating Agency
e Expert Center of the Ukrainian Tax Payer Association
e The First Credit Bureau of Ukraine

Banking and Investment
e Ukrainian Association of Investment Business
e The Independent Association of the Banks of Ukraine
e Association of Ukrainian Banks

E-Commerce
e Ukrainian Association of Electronic Business
e Ukrainian Internet Association
e Association of Information Technology Enterprises of Ukraine

Most of services from the above listed organizations are rendered on a fee basis.
Interested American companies can contact such organizations and negotiable directly.

Web Resources Return to top
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U.S. Commercial Service services for finding a Ukrainian distributor
http://export.gov/ukraine/servicesforu.s.companies/index.asp

Association of Regional Recruiting Agencies of Ukraine (ARKA):
http://www.arka.com.ua/en/

Ukraine CPI Consumer Price Index http://countryeconomy.com/cpi

Colliers Ukraine Shopping Centers Development Pipeline http://www.colliers.com/en-
gb/ukraine

EU-Ukraine DCFTA http://trade.ec.europa.eu/doclib/docs/2013/april/tradoc_150981.pdf

The Ukrainian State Committee on Regulatory Policy and Entrepreneurship
http://www.dkrp.gov.ua

Franchising Association Ukraine http://www.franchising.org.ua
Franchising Development Federation Ukraine http://fdf.org.ua/index.php?lang=en
Franchise Group http://franchisegroup.com.ua

On-line Schedule of international, nationwide and, or regional trade shows in Ukraine
http://expoua.com.

Major local trade show organizers in Ukraine:

Euroindex: http://www.euroindex.com.ua/indexe.php

Medvin: http://www.medyvin.kiev.ua/news.php

PremierExpo: http://www.pe.com.ua/new/index.php3?lang=3

ACCO International: http://www.acco.ua/eng/index.html

International Exhibition Center: http://www.iec-expo.com.ua/eng/index.php3
KyivExpoPlaza: http://www.expoplaza.kiev.ua/index.php?j=e&ide=1

U.S. Product Literature Centers
http://export.gov/ukraine/tradeevents/tradeeventsinukraine/index.asp

The Association of Household Appliances and Electronic Devices(AHAED) http://www.a-
torg.com.ua

Patent, trademark, or copyright issues http://www.stopfakes.gov/

International Company Profile service
http://export.gov/ukraine/servicesforu.s.companies/eg_ua_027310.asp

Unified State Register of Court Decisions http://reyestr.court.gov.ua

Bankruptcy Information and Inquiry System http://www.bankrut.gov.ua

Consolidated Bankruptcy Database http://www.informjust.ua
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American Chamber of Commerce in Ukraine http://www.chamber.ua
Ukrainian Chamber of Commerce and Industry http://www.ucci.org.ua/en/about.html
Regional Chambers of Commerce and Industry http://www.ucci.org.ua/en/list_cci.html

UCCI online Industrial Membership Directory http://www.ucci.org.ua/synopsis/members
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Chapter 4: Leading Sectors for U.S. Export and Investment

Commercial Sectors

Agricultural Machinery (AGM)

Computer Software(CSF), Computer Services (CSV), Consumer Electronics
(CEL), and Computers Peripherals(CPT)

Drugs and Pharmaceuticals (DRG)

Medical Equipment (MED)

Oil & Gas Field Machinery (OGM)

Safety and Security Equipment (SEC)

Agricultural Sectors

Overview
Livestock Genetics
Planting Seeds
Pork and Beef
Poultry Meat



Agricultural Machinery (AGM)

Overview

Return to top

2014 2015
Unit: USD thousands 2012 2013 (estimated) (estimated)
Total Market Size 818,000 826,000 880,000 1,200,000
Total Local Production 248,000 273,000 300,000 330,000
Total Exports 100,000 117,000 120,000 130,000
Total Imports 670,000 670,000 700,000 1,000,000
*Imports from the U.S. 200,000 185,000 200,000 250,000
Exchange Rate: 1 USD 7.99 UAH | 7.99 UAH 11,64 UAH

(as of May 13)

Total Market Size = (Total Local Production + Total Imports) — (Total Exports)
Data Sources:
Total Local Production: Ministry of Agriculture, UkrAgroMash, ProAgro
Total Exports: Global Trade Atlas
Total Imports: Global Trade Atlas
Imports from U.S.: Global Trade Atlas

Agriculture is one of the most dynamic sectors in Ukraine. In terms of exports, Ukraine
exports a variety of grains, including corn, barley and wheat, as well sunflower oil, for
which Ukraine is among world leading producers. According to the Ukrainian Grain
Association, in 2013, Ukraine ranked 7th in the world production of cereal production
and 4th for barley and corn production. In fact, the sector is a top revenue generator and
the potential of the Ukrainian Agribusiness industry is exceptional. Approximately half of
all agricultural commodities produced are exported, contributing to the country’s trade
balance.

Despite unexpected recent government changes, legislative reforms addressing
challenges in the agriculture sector have made notable improvements, such as easier
imports of animal origin products, abolishing grain quality and silo certificates, as well as
per batch certification of crop protection chemicals. More reforms are need, such as
cultivating the rule of law, creating the transparent land market and improving access to
financing.

Regardless of the challenges of doing business in Ukraine, there are undeniable
favorable conditions in the agriculture sector that single out Ukraine’s potential:

e Ukraine’s geographic location, with the Dniper river running from the northern to
southern borders, and an established railway infrastructure facilitates Ukraine’s
development of several agricultural hubs with convenient export routes to the
Middle East, Africa and Asia.

e Ukraine has more black soil than Argentina, Russia and Canada, with 25% of
total global black soil



o 54% of Ukraine’s arable land is black soil, rich in phosphoric acids, phosphorus
and ammonia

e Due to the right black soil, fertilizers improve productivity more than the world
average
Ukraine’s weather conditions are favorable and relatively stable

e About 4 million acres of land requires irrigation
Production costs in terms of labor and land rental are lower in Ukraine than the
region

e Ukraine is recognized internationally for its potential contribution to world food
security.

Depth of Humus Layer in Ukrainian Soil

Most favorable is >65 cm
Favorable is >51-65 cm)
Satisfactory is 36-50 cm

Unsatisfactory is 20-35 cm

Verv poor =<20 cm

Source: Ukrainian Ministry of Agriculture, Dragon Capital, Deloitte

Ukraine is in need of a wide range of agricultural inputs, agricultural machinery tops the
list. Much of the agricultural machinery and equipment currently in use is outdated and
depreciated up to 80%. According to the Ministry of Agriculture of Ukraine, the shortage
of agricultural machinery, especially combine harvesters and tractors, prevents the
industry from earning an additional $1 billion annually from unrealized agricultural
production. The shortage and continued use of outdated, inefficient agricultural
machinery and equipment is holding back Ukraine from achieving an additional 50%
production capacity. If the Government of Ukraine continues on its path to set clear and
transparent rules for the industry, experts believe the agriculture industry can realistically
produce 100 million tons of grains per year. This potential presents great opportunities
for US equipment and machinery suppliers.

U.S. manufactured agricultural machinery is currently widely available in the market but
faces tough competition from European manufacturers from Germany, Denmark, Italy,
Poland, Russia and China. However, local farmers favor Western-made tractors and
harvesters over locally produced units. US-made machinery is famous for its ability to
cope with large-size fields and its hi-technology that significantly increases efficiencies.
Quiality used equipment is also popular among smaller companies.

John Deere, AGCO and Case are all available in the market and are successful. John
Deere, for example, already has six dealers across the country to meet demand. To
better satisfy current market demand, John Deere invested $2.5 million into the
construction and supply of a warehouse and stock of spare parts. The Company,



together with its Ukrainian dealers has a total stock of spare parts worth $10 million and
the ability to provide un-paralleled customer service; a distinctive competitive advantage.

Other competitors, especially CLAAS are well situated in the market and have the lead

in the harvester segment. For instance, almost fifty percent of the harvester market, both
old and new, are of German manufacture. U.S. market share in this segment is currently
less than ten percent.

U.S. and Foreign Companies Active in the Agriculture Sector in Ukraine:

u.s. Foreign
ADM DuPont BASF
AGCO Great Plains Case IH
Bunge John Deere Danone
Cargill Monsanto Louis Dreyfus
CHS Pioneer Toepfer
Dow Agrosciences  Wimm-Bill-Dann Syngenta

The government of Ukraine has been working to develop local production of agricultural
machinery, though unsuccessfully. Currently, there are approximately 40 local
manufacturers producing a range of agricultural machinery and implements, especially
planters, plows, sprayers and cultivators. However, locally produced machinery is of low
guality and cannot compete with Western analogues. In fact, Ukraine does not produce
all of the types of machinery that it requires. Ukrainian farmers, large and small prefer
foreign manufactured machinery based on the need for dependability, support and state-
of-the-art technology. Although the current government announced plans to stimulate
local production of agricultural machinery, it is not yet clear what specific measures they
plan to introduce to this effect.

Sub-Sector Best Prospects Return to top

Grain storage upgrade

Grain-handling and conservation technologies (e.g. dryers)

Harvesters, combines and tillage equipment

Animal husbandry (production of pork, dairy)

Biomass to Energy technology - (boilers, pelleting lines, anaerobic digesters
Fruits and vegetables processing and storage

Opportunities Return to top

The one of the key issues in the agriculture industry remains to be the lack of affordable
financing. Interest rates in local currency are too high for the average farm (20%). On the
other hand, loans in foreign currencies are only available to exporters due to the existing
restrictions. The 48% devaluation of the local currency made it even more difficult to
repay existing loans or to get new ones. Another problem that is slowing sector
development is a land reform or lack of it. The ban on land sale has been extended for
years; as a result agricultural land cannot be sold. If the transparent land market is
created, farmers could use their land as collateral when applying for loans. Finally, the
Government of Ukraine owns hundreds of millions of dollars in overdue VAT refunds to



exporters. This shortens the liquidity supply in the sector and hampers much needed
investments into infrastructure.

Among the infrastructure problems are lack of grain railcars (5,000 to 6,000 of them are
needed). The problem with railcars exists because the state monopoly operator does not
have funds to purchase new wagons. On the other hand, even if exporters are ready to
purchase own railcars, they are unwilling to do so, because the state railway operator
has exclusive control over their usage. As a result, companies do not invest into own
fleet of railcars. In addition, railways at port elevators should be improved to ensure
convenient supply of commaodities to ports. To store these commodities, more grain
storage facilities, both at ports and inland should be constructed. Last but not least,
waterways must be dredged and see port waters deepened to improve transshipment
capacities.

The issue of financing plus the rule of law, if addressed in the near term, will make a
noticeable impact on the industry, followed by infrastructure improvements.

Ukraine remains an important market for U.S. Exim Bank with over $11 million in new
guarantees authorized to local agribusiness in 2013. Other international financial
institutions such as EBRD, the World Bank and International Financial Corporation, as
well as some international Export Credit Agencies, do business in agriculture. EBRD, for
instance, has over $166 million in new projects over 2013-2014 as of today. They have
also announced a joint leasing project with John Deere and a local bank, worth
$50million. The project allows local companies to borrow for a period of up to five years
in both hard currency and local currency, thus reducing the exchange risks.

Overall, financing is a problem and has delayed increased agricultural production.
Domestic loans are expensive and a challenging business environment does not help
attract cheaper international borrowing. In addition, the local currency devaluation makes
international borrowing even less affordable. Therefore, the competition in the local
market is not only about quality but also about financial attractiveness for the local
farmers.

Ukraine has a clear tendency towards business specialization and typically large land
holding companies are vertically integrated. These companies raise agricultural produce
for export, processing and animal feed. These companies lease land due to the fact that
agricultural land cannot be sold in Ukraine. Because of their size, large local companies
have been able to decrease operating costs and increase return, utilizing the latest
technologies from combines to quality seeds and pest control/fertilizer products, using
the best U.S. and foreign technology to do so. Despite the challenges, there are many
market opportunities and the current Government of Ukraine has made some
considerable progress to stimulate the Ag industry. Expanding agricultural production
requires more and better agricultural machinery and equipment, both new and used. In
addition, the majority of the existing fleet of machinery is outdated and needs
replacement. Some industry players estimate that the total market potential for
agricultural machinery, equipment, spare parts and services exceeds $12 billion in total
and $2 billion annually. Opportunities lie primarily with large agri-holdings and the larger
the Ukrainian agribusiness is, the easier it can afford buying good machinery. This is
because local financing is expensive and small farms often find it hard to get loans. The
market trend is therefore towards integration and the US companies should look at large



potential clients. Below are some projects funded by international financial institutions.
Bidding on such a project provides an easier entry in to the market.

The following are current opportunities for agricultural machinery and equipment sales:

Project Nyva, EBRD funded,
http:/www.ebrd.com/english/pages/project/psd/2014/45539.shtml

NEPF Farming Ukraine, EBRD funded,
http://www.ebrd.com/english/pages/project/psd/2013/45888.shtml

Danosha, EBRD funded,
http://www.ebrd.com/english/pages/project/psd/2013/44982.shtml

NAP Ukraine, EBRD funded,
http://www.ebrd.com/english/pages/project/psd/2013/44012.shtml

MHP, IFC funded,
https://ifcndd.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85257a8b0075079d/10ab5
787ee62cf0f85257cc10063bfac?opendocument

IMC Ukraine, IFC funded,
https://ifcndd.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85257a8b0075079d/f2128
817966c248285257¢24007 7ba5a?opendocument

Mriya IV, IFC funded,
https://ifcndd.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85257a8b0075079d/1fe2b
484e30c034f85257¢20007c01c6?0pendocument

Axzon A/S, IFC funded,
http://www.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85257a8b0075079d/4d5642
el4facfe4485257b13005dadbc?opendocument

Web Resources Return to top

Agribusiness trade events:

¢ Animal Farming, October 28-30, 2014, Kyiv, http://en.animalfarming.com.ua/

¢ InterAGRO, October 28-31, 2014, Kyiv, http://interagro.in.ua/

o AGRO, June 4-7, 2014, Kyiv, http://www.agro-expo.com/

e Large Farm Management Conference, September 18, 2014, Kyiv,
http://www.agrievent.com.ua/en/anons-Ifm-2014-en.html

o Doing Agribusiness in Ukraine, December 5, 2014,
http://lwww.agrievent.com.ua/en/anons-da-2014-en.html

e Grain Tech Expo, February 11-13, 2015, Kyiv, http://www.grainexpo.com.ua/en

e Agro Animal Show, February 11-13, 2015, Kyiv,
http://www.animal-show.kiev.ua/en

Financing institutions:
e U.S. Exim Bank, http://www.exim.gov/
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o Overseas Private Investment Corporation, http://www.opic.gov/
European Bank for Reconstruction and Development. Agribusiness Projects in
Ukraine, http://www.ebrd.com/saf/search.html?type=project&country=Ukraine
¢ International Finance Corporation, http://www.ifc.org/Ukraine
e Small Business Administration, http://www.sba.gov/

Government of Ukraine:

e Ministry of Agrarian Policy of Ukraine, http://www.minagro.gov.ua/
e State Statistics Committee of Ukraine, http://www.ukrstat.gov.ua/

Agri-business news (English-language):
e Association Ukrainian Agribusiness Club, http://ucab.ua/en/
e ProAgro Agribusiness Information and Consulting Company,
http://www.proagro.com.ua/eng/news/
Agro Perspective Analytical Center, http://www.agroperspectiva.com/en/
APK-Inform, http://www.apk-inform.com/en
PigUA.info, http://pigua.info/en/
MilkUA.info, http://milkua.info/en/
UkrAgroConsult Analytical Center, http://www.blackseagrain.net/
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Computer Software (CSF), Computer Services (CSV), Consumer Electronics (CEL),
and Computers Peripherals (CPT)

Overview Return to top

Unit: USD thousands

2014 2015

2012 2013 (estimated) | (estimated)
Total Market Size 3,969,000 | 4,050,000 | 4,000,000 | 5,000,000
Total Local Production 315,000 300,000 255,000 300,000
(IT services for system
integration)
Total Exports n/a n/a n/a n/a
Total Imports 3,654,000 | 3,750,000 | 3,754,000 n/a
Imports from the U.S. 20,000 15,000 15,000 n/a
Exchange Rate: 1 USD 7,99 7,99 n/a n/a

Total Market Size = (Total Local Production + Total Imports) — (Total Exports)

Data Sources:
Total Local Production: local IT industry publications, local system integrators
Total Imports: Global Trade Atlas, IDC
Imports from U.S.: Global Trade Atlas, IDC

In 2013, according to the International Data Corporation (IDC), the Ukrainian IT market
totaled $2.9B. This includes equipment valued at $2.29B (78.8%), $299.9M (10.3%)
software and services $314.6M (10.8%). Software and services have continued to
develop and, increasing by 6% and 5.8% respectively. Major consumers of IT services in
Ukraine are financial Institutions (33%), telecom (14%), industry (12%), government
(13%) and others (28%). The consumer electronics segment added an additional $1.22B
to the $2.9B figure, thus bringing the total IT industry size to over $4B in 2013. Given the
current political and economic situation in the country, it is difficult at this time to forecast
for the future.

The IT market structure in Ukraine is dominated by the hardware market, whose market
share is more than 77%, followed by IT service’s market share of more than 13.5%, and
the software market's market share of more than 9%.

Cloud Computing is the latest trend in Ukraine. By using cloud computing solutions local
businesses are able to reduce their spending on infrastructure. This is crucial for
Ukrainian companies that are working in the slowing economic environment. With the
development of cloud technologies, the local business confidence in remote solutions
increases respectively. In 2013, The Parkovyi Datacenter was launched, the largest in
Ukraine providing infrastructure and software service functionalities.

Another popular trend that mirrors global developments are the growing mobility
solutions. More often, employees are allowed to use their own devices, such as
smartphones, tablets and laptops. In fact, the market for smartphones is growing by over
50% each year, with the tablets market following this trend. For instance, according to In



2013, IDC Ukraine imported over 1.1 million of tables and 151 thousand e-books. The
market for storage systems grew by 7.5%, at the same time the market for servers in
2013 fell 16% yoy, which confirms the growing popularity of cloud computing. The
market for PCs shrank by 9%. In the laptop market, major suppliers are Asus, Acer,
Lenovo and HP (93% of the market).

Recently, Ukrainian corporate customers have become more sophisticated. Unlike in the
past, corporate customers are attaching more importance to the benefits of IT solutions
to their business and the total cost of using them in the long term. Those who do not like
spending on IT, outsource these functions.

E-services are not yet available for the general consumer, however most government
agencies now have websites, a step closer to e-government. Another development is
that local tax authorities are now accepting tax declarations in electronic format.

The Government of Ukraine is trying to stimulate the industry and one of their recent
initiatives was the launch of the Bionic University, part of the Bionic Hill innovation park
project. The University is meant to prepare IT specialists with strong entrepreneurial and
financial skills thereby enhancing their skills. The Government of Ukraine also had
another project called Open World to provide all schools in Ukraine with access to a
common Internet-based platform. This project is still in the implementation stage. More
efficient projects are carried out by companies themselves, including Cisco, who trains
local IT students at their Cisco Academy, complementing skillsets received at local
universities. It's worth mentioning that the supply of IT specialists is high, though not
sufficient. Many local developers provide outsourcing services for large foreign
multinational firms. Ukraine is actually one of the top outsourcing destinations. The local
IT outsourcing industry plays an important role in the country’s trade balance. IT related
revenues are growing each year.

Sub-Sector Best Prospects Return to top

Cloud computing

Mobility solutions
E-Government

Data centers

Video collaboration

Retail banking solutions

Data analytics

Data Backup and Restoration
Digital Archives

Opportunities Return to top

The IT industry shares the countrywide burden of economic problems. It is unlikely
therefore that there will be any notable opportunities in the sector this year. However,
there does exist a significant delayed demand for large infrastructure projects that
require a lot of IT solutions and equipment. As the Ukrainian economy improves —
hopefully by 2015 — strong demand will materialize through procurement, both public
and private. Funding for such projects is typically provided by international financial
institutions.



Web Resources

International Data Corporation, www.idc.com
AIN IT news, www.ain.ua

ProlT Project, www.proit.com.ua

IT Ukraine Association, www.itukraine.org.ua/en/

Return to top
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Drugs and Pharmaceuticals (DRG)

Overview Return to top

In 2013, the Ukrainian pharmaceutical market increased by 14%, reaching almost $3.9
billion. The hospital segment grew by 22.5%, though its share of total pharmaceutical
purchases remains low at 16%. In the hospital segment the share of locally produced
pharmaceuticals reached 53.3%; overall imports of pharmaceuticals dominate with 69%.
In per capita terms, Ukrainian pharmaceutical expenditures rank the lowest in the CEE
at about $ 85.

The pharmaceutical industry outlook for 2014 is unclear due to an unexpected,
unplanned change of government, presidential elections and recent industry reforms.
The introduction of a 7% VAT on imports, the distribution of registered medicines and
inflation will likely lead to an increase in pharmaceutical prices this year. However, over
the long term, the Ukrainian pharmaceutical market is expected to remain attractive due
to an ageing population, demographic trends and a considerable disease burden. There
is also an emerging political consensus for the need to introduce reimbursement and an
insurance-based healthcare system. This will boost pharmaceutical expenditures in the
long term and provide pharmaceutical manufacturers with significant growth potential.

The Government of Ukraine (GOU), recognizing the dominance of imported medicines in
the domestic pharmaceutical market, is implementing import substitution policies
granting favorable conditions to local manufacturers. On March 1, 2013, the GOU
introduced new licensing requirements on the import of medicinal products and new
requirements for receiving local confirmation of GMP compliance. In 2012,
pharmaceutical price registration was also introduced

The GOU has also been looking to increase the population’s access to medication by
offering a limited reimbursement system — starting with access to hypertension drugs
under a pilot program. The program was launched in mid-2012 and introduced a system
of international reference pricing (IRP) for the hypertension drugs eligible for
reimbursement. The next step will be to set reference pricing for insulin.

The leading pharmaceutical exporters in Ukraine are Germany, India and France. U.S.
market share is under 4%. Most major multinational pharmaceutical research
manufacturers have representative offices, including U.S. companies Abbott
Laboratories, Alcon, Baxter, Eli Lilly, Merck, Sharp & Dome (MSD), and Pfizer. Since
2007, non-profit, non-governmental organizations, and the Association of
Pharmaceutical Research and Development, APRaD (formed by 15 research-based
pharmaceutical companies) has been an active force for growth, development and
improving the legislative environment for drugs and pharmaceuticals in Ukraine. APRaD
focuses on four major areas: access to medicines and reimbursement, ethics,
partnership, and intellectual property rights. APRAD is a member of the European
Federation of Pharmaceutical Industries and Associations - EFPIA.


http://www.efpia.eu/

There are currently196 pharmaceutical importers in Ukraine. The top10 importers
account for 77% of all imports. The distribution sector is highly concentrated with the top
5 players controlling 88% of the market.

DRG Market Size Data in USD thousands

2012 2013 2014 2015
(forecast) (forecast)
Total Market Size 3,383,900 3,870,000 3,900,000 4,200,000
Total Local Production 1,200,000 1,370,000 1,400,000 1,300,000
Total Exports 151,000 200,000 200,000 200,000
Total Imports 2,334,900 2,700,000 2,700,000 2,500,000
Imports from the U.S. 82,000 100,000 105,000 110,000
Exchange Rate: 1 USD 7.991 UAH 8.5 UAH n/a n/a

Total Market Size = (Total Local Production + Total Imports) — (Total Exports)
Data Source: Ukrainian State Information-Analytical Center DerzhZovnishinform. (Note: These official
forecasts maybe overly optimistic); PricewaterhouseCoopers; Espicom Business Intelligence.

The local pharmaceutical industry is increasing production and exporting mostly to CIS
countries. The group of domestic leaders in pharmaceutical production includes
Darnitsa, Arterium Corporation, Zdorovye Group, Borschagivskiy Chemical and
Pharmaceutical Plant, and Farmak. Local manufacturers operate in the lowest price
segment of the market, supplying predominantly generic drugs, branded generics, and

vitamins.

Sub-Sector Best Prospects

Phycholeptics
Anti-cancer

Vaccines

Opportunities

Vasotherapeutics

Analgesics & antibiotics
Cough & cold preparations

Return to top

Return to top

Historically there have been few public tenders which were typically nontransparent.
Changes to the Public Procurement Law are expected to provide assurances of
transparency and an open and fair selection process.

e Periodic Ministry of Health tenders

Web Resources

Return to top

Public Health, Ukraine’s major medical equipment & pharmaceutical industries trade
show: http://www.publichealth.com.ua/en

Ministry of Health of Ukraine: http://www.moz.gov.ua



http://www.publichealth.com.ua/en
http://www.moz.gov.ua/

Ukrainian State Information-Analytical Center DerzhZovnishinform:
http://www.ukrdzi.com

Espicom Business Intelligence: http://www.espicom.com
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http://www.espicom.com/

Medical Equipment (MED)

Overview Return to top

The majority of healthcare funding in Ukraine is provided by the tax revenues which
have fallen short over the last several years. According to the Ukrainian Constitution,
the government provides a comprehensive package of healthcare services at no cost to
citizens, but due to a lack of funding, patients are usually forced to pay for quality care
and treatment. Ukraine does not have a developed healthcare insurance system, which
significantly limits the level of healthcare financing. Out-of-pocket costs account for an
increasing portion of healthcare costs. Ambulatory and hospital healthcare services are
provided predominately by the public sector.

According to Espicom Business Intelligence, in 2013, the Ukrainian medical device
market was estimated at $672 million, or about $15 per capita. This market size is
comparable to Greece; in per capita terms, the market is similar to Argentina. From
2009 - 2013 the Compound Annual Growth Rate (CAGR) of the medical device market
is estimated at 2.8%, but the market is expected to expand at a CAGR of 7.9% over the
2014 - 2018 period, reaching $985 million, or $23 per capita by 2018.

Approximately 90% of the medical device market is supplied by imports. Despite a
decrease of total size of medical device market in 2009 — 2013, imports showed annual
growth. The introduction in 2014 of a 7% VAT on imports and distribution of medical
devices and the decline of local currency will lead to increases in prices.

Despite Ukraine’s significant number of primary care units and hospitals (the number of
hospital beds per 1000 people is twice as high in Ukraine than in the EU on average),
however resources are not distributed evenly. There is a surplus of healthcare facilities
in the cities and a dearth in rural areas. In addition, hospitals enjoy a surplus of
resources and specialized care at the expense of primary healthcare facilities.

Medical equipment currently used in public hospitals is typically obsolete, having
exceeded its period of use. Given the limited financial resources of most public health
institutions, replacement will be slow until the State budget strengthens. As a
consequence, the lack of resources in public hospitals has stimulated steady growth in
the number of private clinics and practitioners.

MED Market Size Data in USD thousands

2012 2013 2014 2015
(estimate) (estimate) (forecast) (forecast)
Total Market Size 685,000 672,000 672,000 719,000
Total Local Production 127,000 109,00 109,000 129,000
Total Exports 41,000 41,000 41,000 40,000
Total Imports 599,000 604,000 604,000 630,000
Imports from the U.S. 85,000 100,000 100,000 115,000
Exchange Rate: 1 USD 7.991 UAH 8.5 UAH 11 UAH n/a

Total Market Size = (Total Local Production + Total Imports) — (Total Exports)




Data Source for Total Market Size: Espicom Business Intelligence; Total Imports and Imports from U.S.: -
Global Trade Atlas
*There is no accurate statistical data on the size of the medical equipment market.

The Ukrainian market is interested and receptive to advanced medical equipment. Used
medical equipment is also of interest. However, the government cannot offer public
tenders for the purchase of used equipment. Private hospitals and clinics are in the
market for quality used medical equipment.

Ukraine is moving towards harmonization of medical equipment/devices standards with
European Union standards. The Technical Regulation on medical devices was adopted
in October 2, 2013. The new system will utilize national conformity assessments similar
to those used by EU regulators, and also introduces the following requirements for
Ukrainian medical device registrations:

o Foreign registrants must appoint Authorized Representatives based in Ukraine

e A expanded list of documentation and sample submissions is required for
registrations

e Manufacturing site inspections for Classes |, lla, llb and Il are required

e Special symbols of national conformity will be required for medical devices
imported into Ukraine on or after 1 July 2014

« National conformity certifications are valid for five years

Ukrainian officials plan a transition period for manufacturers that have already obtained
market authorization; authorizations that are currently valid will remain so either for the
next three years or until their expiration dates, whichever comes sooner.

Although the new Ukrainian registration system will bear many similarities to the CE
marking process for medical devices in Europe, no simplified or expedited market
pathways are planned for devices already approved or cleared for sale in major markets
such as Europe or the US. Manufacturers should also be aware that Ukrainian
regulations will require inspection of facilities even if those sites are already ISO 13485-
compliant.

Sub-Sector Best Prospects Return to top

¢ Diagnostic imaging equipment (ultrasound, computer tomography, magnetic-
resonance tomography)

Emergency medical equipment (ambulances, mobile hospitals)

Operating rooms

Telecommunication equipment for telemedicine

Laser surgery devices

Dental equipment and materials

Laboratory equipment

Opportunities Return to top

Public tenders have historically been few and nontransparent. The new government of
Ukraine has announced plans to strengthen the transparency and business


http://www.emergogroup.com/services/europe/ce-certification
http://www.emergogroup.com/services/europe/ce-certification

environment of the investment climate. Changes to the Public Procurement Law are
expected to provide transparency and assurances of an open and fair selection process.

e Periodic Ministry of Health tenders

Web Resources Return to top

Public Health, Ukraine’s major medical equipment & pharmaceutical industries trade
show: http://www.publichealth.com.ua/en

Ministry of Health of Ukraine: http://www.moz.gov.ua

Espicom Business Intelligence: http://www.espicom.com
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Oil & Gas Field Machinery (OGM)

Overview

Return to top

The oil and gas industry has the potential to play a significant role in providing energy
security. This sector is considered both strategic and essential for Ukraine to become
independent from foreign suppliers. The lack of domestic production has been met

primarily by Russia. In 2013 Ukraine consumed approximately 50.4 bcm of gas, 28 bcm
of this amount was imported gas. Despite having reserves of oil, gas, coal and shale
gas, Ukraine currently supplies only 47-49 percent of all its energy needs in 2013 via oil
extraction 3mt ( 20%), natural gas 21.4 bcm (41%), and coal 83.7 mt (62 %). According
to data from the Ministry of Energy and Coal Industry, Ukraine has shale gas reserves of
1.2 tcm. (Data from the Ministry of Energy and Coal Industry of Ukraine).

Unit: USD millions

2014 2015
2012 2013 (estimated) (estimated)
Total Market Size 1,173 1,200 1,360 1,500
Total Local Production n/a n/a n/a n/a
Total Exports n/a n/a n/a n/a
Total Imports 179 213 250 300
Imports from the U.S. 61 98 130 170
Exchange Rate: 1 USD UAH 7.991 UAH 8.5 UAH 11 n/a

Data Source: Global Trade Atlas (GTA), Gas traders of Ukraine Association
*There is no accurate statistical data on the size of the oil & gas machinery equipment market.

Qil and Gas Production

Three Ukrainian regions contain petroleum resources: the Dnipro-Donetsk basin, the
Carpathian region in western Ukraine, and the Black Sea and Crimea regions in the
south (table 1). The Dnipro-Donetsk basin is a major oil and gas producing region
accounting for 90 percent of all Ukrainian production. There are 120 oil and gas fields
and over 3,000 wells drilled in the basin to date. Ukraine’s reserves of hydrocarbon
resources being considered for exploration are estimated at 5.4 trillion cubic meters of
gas, and 400 million tons of gas condensate. The current gas production amounts to
21,4 bem of natural gas and 3 mt of crude oil annually. Ukraine also has substantial
offshore natural gas and crude oil reserves, of which only 4 percent have been explored
to date. However, the exploration of those deposits is limited, due to current political
aggravation with Russia and the invasion of Crimea.

Recent discoveries of shale gas deposits in Ukraine provide the country with a possible
means to diversify its natural gas supplies, decreasing the need for Russian gas.
Ukraine has Europe's third-largest shale gas reserves at 1.2 tcm. Today the major
deposits for development are Yuzivsky area (7,886 km2) located in the Donetsk and
Kharkiv region, and the Olesky area (6,324 km2) located in lvano-Frankivs’k and L'viv
regions. If the expected amount of reserves is correct; the Yuzivsky area should produce
8-10 bcm of gas annually and the Olesky area — 2-3 bcm of gas. To start producing gas
in such high volumes would take no less than 5-7 years.



http://en.wikipedia.org/wiki/Shale_gas

Some market obstacles include; customs clearance problems, obtaining licenses and
certification, as well as the reluctance of state-owned petroleum companies to partner
with foreign companies. Although there is a sufficient number of potential local partners
and subcontractors in the oil and gas industry, there is a lack of a qualified, experienced
workforce.

Table 1:
BYELARUS
RUSSIA
POLAND b e ¢ A\
R/C Field ; Dnieper-Donets Basin
SLOVAKIA
~ Bitkov Field
HUNGARY
Carpathian Basin MOLDOVA
Azov-Kuban Basin
v
ROMANIA

RUSSIA

Oil and Gas Transportation

Transportation of oil in Ukraine is performed by the state-owned company Ukrtransnatfta.
The national system of oil pipelines is the second largest in Europe and consists of 19
pipelines that pass through 19 regions in the north-east, central, and western parts of
Ukraine. The total length of the system is 4,767 km with 51 operating pumping stations.
The input capacity of the pipe is estimated at 114 mt of oil annually and the output
capacity is 56.3 mt. Ukraine’s gas pipeline system is quite extensive, built largely
to meet the needs of the Soviet gas industry and not an independent Ukraine. It
has a rated input capacity (on the eastern side) of 288 bcm and output capacity
(on the western side) of 179 bcm. The pipeline comprises 39,800 km of pipelines
and 74 compressor stations. It is owned and operated by Ukrtransgaz, a
specialized subsidiary of state-owned Naftohaz Ukrainy. Geographically the
Ukrainian system consists of three main transit corridors: Central: Urengoy-
Pomary-Uzhgorod; Bratstvo: Bryansk/Tula-Kiev; Soyuz: Orenburg-Novopskov-
Uzhgorod



Ukraine has 12 underground storage facilities, with a total active capacity of 31 bcm.
Eleven of these are operated by Ukrtransgaz.

Qil Processing

Ukraine has the second largest refinery capacity in the CIS region - six crude oil
refineries with a capacity of approximately 53 million tons per year. Several of these
refineries require significant investments to modernize and improve their overall
production and efficiency. The average processing depth of Ukrainian refineries was
76% in 2012, as compared to 90-95% abroad.

LNG Terminals

Ukraine also plans to construct an LNG terminal with the help of foreign companies that
will open up the possibility of buying gas on the spot market. The planned LNG terminal
is to be located in the area between the Black Sea and the Yuzhnyy oil terminal in the
Odesa region. The annual capacity of this terminal is planned to be 10 bcm.
Construction costs of the LNG terminal are estimated to be approximately USD 1 bn.

Market Players

There are 250 local companies in the oil and gas sector providing exploration
services, production, refining, pipeline construction, operations and maintenance
services in Ukraine. The major competitors in this market are RWE, Siemens, ENI,
and Shell. The major U.S. companies include ExxonMobil, Chevron, Cub Energy,
Halliburton, Great East Energy, Emerson Process Management and NOV.

The major Ukrainian state-owned key players are: Naftogaz, a state-owned
company with key stakeholder subsidiaries who control the domestic natural gas and
crude oil production industry - with over 90% of the gas market trading of Ukraine.
SC Ukrgasproduction: is a major producer of natural gas and gas condensate. This
subsidiary embraces 4 gas producing enterprises, one well drilling company, and a
gas and condensate processing unit (consisting of two gas processing plants).
0OJSC Ukrnafta: is a major oil producer. This joint-stock company embraces 25
production and support units, including 6 well drilling enterprises, 6 oil and gas
production affiliates, and 3 gas processing plants.

Though the 90% of total volumes of oil and gas extraction is made by state-owned
companies, the private sector is beginning to play a significant role. One of the biggest
non-state oil and gas companies in Ukraine with foreign investments is JV Poltava
Petroleum Company. Among its major shareholders is British firm — JKX Oil&Gas Plc.

Sub-Sector Best Prospects Return to top
e Gas production and storage technology;
e (Gas compressor units
¢ Pumping equipment (functioning below 6,000 feet)
o High-efficiency oil and gas exploration and drilling equipment and technologies
o Dirilling technology for offshore projects deeper than 200 feet



¢ Qil transport infrastructure equipment
e Valves, pumping equipment, compressors
e Automation and control equipment for oil pipelines and oil refineries
e Petrol station equipment
Opportunities Return to top

The following opportunities are in various stages of progress:

¢ Onshore shale gas Exploration in Donetsk, Kharkiv, Lviv and lvano-Frankivsk
regions

e The Interagency PSA Commission has recommended several shale gas areas to
be included in the list of subsoil areas eligible for PSA in 2013.

e Potential projects on enhanced oil & gas wells recovery
Modernization of the gas transportation system

e Construction of LNG terminals

For more information please contact Commercial Specialist, Myroslava Myrtsalo at:
Myroslava.Myrtsalo@trade.gov
Web Resources Return to top

Ministry Energy and Coal Industry of Ukraine:
http://mpe.kmu.gov.ua/fuel/control/uk/index

Naftogaz Ukrainy National JCS: http://www.naftogaz.com/www/3/nakweben.nsf/

Ukrtransnafta National Joint-Stock Company: http://www.ukrtransnafta.com/en/?
Nadra Ukrainy State Company: http://www.nadraukrayny.com.ua

Ukrnafta Open Joint-Stock Company: http://www.nadraukrayny.com.ua/index_eng.htm
Nefterynok (UPECO): http://www.nefterynok.info/

Oil Market Magazine: http://www.oilmarket-magazine.com/eng/index.phtmi
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Safety and Security Equipment (SEC)

Overview Return to top

Safety and security equipment is becoming one of the most promising sectors for U.S.
exporters in the Ukrainian market. Convergence of information and safety and security
technologies create opportunities for high quality U.S. technology exports. The IP-based
CCTV segment is expected to maintain its growth in the future, especially color CCTV
cameras which have almost replaced monochrome units. Domestic manufacturers are
unable to meet current demand, both in terms of technology and the quality required.
Imported equipment dominates the market, especially in the high-tech side of the sector.

The principal segments of Ukraine's security industry are: fire safety and technological
security; guard services; access control and alarm systems; CCTV and video
surveillance. Each segment has its own internal organization as well as regulation. The
market for fire safety and technological security are the best organized segments within
the industry, which is regulated by the State Service of Emergencies of Ukraine with the
support of the leading professional union, Ukrainian Union of Fire and Technological
Safety (UUFTS).

Licensing is required for guard services, the Ministry of Interior is the licensing authority.

Although significant, the safety and security equipment and security services markets
cannot be calculated using traditional methods. Market analysis is complicated by the
difficulty in obtaining statistical data from the Government of Ukraine, or any other
reliable sources. Reliable statistics simply are not available. According to estimates of
the Ukrainian Security Industry Federation the Ukrainian security market consists of
more than 5,000 companies employing approximately 100,000, contributing 1.43% to the
GDP.

SEC Market Size Data — Equipment and Services - in USD thousands

In thousands 2012 2013 2014 2015
(estimated) | (estimated) (forecast) (forecast)

Total Market 2, 700,000 2,900,000 3,100,000 3,500,000

Total Local Production n/a n/a n/a n/a

Total Exports n/a n/a n/a n/a

Total Imports (equipment) 950,000 1,000,000 1,100,000 1,500,000

Imports from the U.S. 350,000 450,000 550,000 750,000

(equipment)

Exchange Rate: 1 USD 7.991 UAH 8.5 UAH n/a n/a

Total Market Size = (Total Local Production + Total Imports) — (Total Exports)
Data Source for Total Market Size: Ukrainian Security Industry Federation; Total Imports and Imports from
U.S.: - industry professionals estimates.
*There is no accurate statistical data on the size of the security and safety equipment market.

French, German, Israeli, Japanese, Chinese and Taiwanese companies are active in the

market supplying equipment, and systems for perimeter security, CCTV and video-
surveillance systems; access control systems, screening equipment, and fire protection
systems. The following systems are produced locally: data protection systems,
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http://usptb.org/?language=EN

debugging equipment, optical registration devices, fire alarm systems, signal receiving
equipment, cryptographic security units.

Biometric technologies are well developed in Ukraine. There are several local
developers and manufacturers of biometric identification systems, biometric access
control and time and attendance systems.

During the last several years many EU harmonized standards have been adopted,
particularly EN 54 standard series. Ukraine introduced new State building codes
'Engineering equipment of the buildings: fire safety systems', these codes regulate
design, installation, operation and maintenance of fire and technological security
systems.

In 2015 Ukraine will host the European Basketball championship, FIBA EuroBasket. The
infrastructure build-up for the FIBA EuroBasket has created a growing demand for high-
tech sensing and detection devices and equipment, advanced surveillance and access
control systems, as well as airport security equipment.

Sub-Sector Best Prospects Return to top

e Screening and X-Ray systems for airports, seaports, customs, and public
facilities

e Access control systems
e Equipment for detection of explosives and drugs
e Security cameras for large facilities
o Wireless security solutions
Opportunities Return to top

e Opportunities in private sector
e Public procurement for FIBA EuroBasket 2015
Web Resources Return to top

KIPS - the International Exhibition of Protection, Security and Fire Safety:
http://en.kips.com.ua

BEZPEKA (Security) Exhibition: http://www.bezpeka.ual/index_e.php

Ukrainian Union of Fire and Technological Safety (UUFTS):
http://www.usptb.org/?language=EN

Ukrainian Security Industry Federation (USIF): http://www.ufib.com.ua/eng/

The State Service of Emergencies of Ukraine: http://www.mns.gov.ua/
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Agricultural Sectors Overview

Overview Return to top

Ukraine is a country of vast agricultural potential. In area, Ukraine is the second largest
country in Europe. About 86 percent of all foodstuffs consumed in Ukraine are produced
domestically. These products include meat, poultry and dairy products; pasta,
confectionery and bakery products; alcohol and non-alcoholic drinks; canned meat; and
fruits and vegetables. The consumption of meat, dairy products, and fruits continues to
increase after the significant decline of the early 1990s.

Following the world economic crisis in 2009, the Ukrainian economy contracted by 15
percent. In 2010-2011 there was some limited recovery which was overtaken by an
accelerating recession in 2012-13, followed by a major drop in the economy in 2014.
The recession was a result of a lack of political will to address much needed economic
reforms in 2010-13. Two major currency devaluations, the first in 2009 of almost 40
percent, and in 2014, almost 50 percent, limited purchasing power for imported goods
significantly. The average Ukrainian consumer spends 40 percent of their disposable
income on food. Disposable income is expected to increase as the economy starts to
recover following the unplanned change of government and presidential election May 25.
With the change in government, disposable income growth is expected to ignite
consumers’ interest to new food products.

As a WTO member since 2008, Ukraine introduced favorable import tariff rates.
Nevertheless, exporters were often faced with problems of unfair custom valuation or
technical regulations that changed with little or no advance notice due to GOU’s efforts
increase revenues, and to a certain extent to protect local production.

The use of genetically modified ingredients has been approved by the GOU, with the
exception of one animal feed ingredient. Inputs such as planting seeds must be
conventional seeds, which are subject to testing for low level, incidental presence of
products of genetic engineering. (Please see Planting Seeds, below).

In view of Ukraine’s economic recovery, the Foreign Agricultural Service in Kyiv
(FAS/Kyiv) has identified a short list of consumer foods and agricultural inputs as best
prospects for U.S. exporters to Ukraine: pork, beef, fish and aquaculture products, and
inputs including livestock genetics and planting seeds. Future prospects for increased
consumption of consumer-ready foods remain limited due to the current economic
situation. As Ukraine’s economic recovery starts, so does the potential for agricultural
production, and demand for agricultural inputs.

AGRICULTURAL BIOTECHNOLOGY FOOD LABELING

Since January 2011, according to the Government of Ukraine’s Order #971 food
products require monitoring for genetically engineered or genetically modified organism
(GMO) content. Among the groups of products tested and monitored are soybeans and
soybean products, corn and products made with corn, potatoes and potato-derived
products, tomatoes, and tomato products.



Decree #661, the Ukrainian GMO Law dated July 1, 2009, defines GMO presence in a
product as follows:

1) Any food product that contains more than 0.9 percent of GMOs, or if any ingredient
in a food product contains GMOs as well as food products that do not contain any
GMOs but are produced at least in part with agricultural products that contain GMOs
and the total weight of GMO or GMO derived products in a single food product
package exceeds 0.9 percent of its total weight, this food product has to be labeled
“Contains GMO.”

2) The criteria for labeling package contents as “No GMO” is as follows: If a single
package of food product contains zero or less than 0.9 percent GMOs, it shall be
labeled “No GMO.” Products without relevant labeling are not permitted for sale in
Ukraine and are a subject to confiscation and fines.

To learn more about agricultural import requirements and biotechnology issues please
contact the Foreign Agricultural Service Office in Ukraine at agkyiv@fas.usda.gov.

SANITARY AND PHYTOSANITARY (SPS) MEASURES

Ukraine possesses a complicated and costly food safety system inherited from the
former Soviet Union. Controls are implemented by various state agencies that often
have overlapping functions. In late 2010, GOU began a major regulatory reform aimed
at reducing the number of controlling bodies and establishing a clear separation of their
authorities. Part of the reform envisaged changes that would make the Ukrainian food
safety system compatible with its counterpart in the EU. The process is still in progress.
Due to lack of the reforms in many cases, Ukraine’s producers cannot yet benefit from
the existing preferential trade regimes with the EU.

Ongoing administrative reform aimed at redefining and clarifying lines of authority have
so far only added to the uncertainty that exporters face. Over the past several years,
Ukraine has passed amendments to several laws and regulations, most importantly to
the law "On Veterinary Medicine" and the law on "Quality and Safety of Food Products
and Food Raw Materials," to bring its legislative and regulatory framework into
compliance with requirements of the WTO SPS Agreement.

However, Ukraine undertook a major step forward in early 2014 cancelling compulsory
import permit requirements for food products of animal origin that previously have been
imported into territory of Ukraine. The need for permits is required only for new (first time
import) products.

The following SPS issues may be of particular importance to U.S. companies doing
business in Ukraine:

o Overlapping State Authorities: Ukraine has maintained a complex and unclear
oversight system for human and animal health measures that involves
overlapping authorities - by the Veterinary Service, Sanitary Service, and State
Inspection for Consumer Rights Protection. Although functions of the later were
significantly diminished in 2011, the Veterinary and Sanitary Services continue to
differ over control of products of animal origin. In 2013, selected functions of the
Sanitary Service were transferred to the Ministry of Economic Development and
Trade.
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o Beef, Beef Products, and Pork: A U.S.-Ukraine bilateral agreement reached
during WTO negotiations addresses the terms of U.S. exports of beef, beef
products, and pork to Ukraine. Ukrainian veterinary authorities conducted a
system audit of the U.S. system in 2007, but Ukrainian veterinary authorities still
have questions that have held up the conclusion of the system audit.

Web Resources Return to top

Ministry of Agrarian Policy and Food of Ukraine: http://www.minagro.kiev.ua/?Ing=E
State Statistics Committee of Ukraine: http://www.ukrstat.gov.ua/

Agri-business news (English-language):
http://www.proagro.com.ua/eng/news/;
http://www.agroperspectiva.com/en/;
http://www.agrimarket.info/

UkrAgroConsult Analytical Center http://www.blackseagrain.net/

Agribusiness exhibitions in Ukraine:
http://www.expoua.com/Exhibition/lang/en/region/11/country/52/city/252/mode/byCatego
ry/cateqory/24/
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Livestock Genetics

Overview Return to top

Ukraine's livestock industry has suffered enormously over the last decade due to low
production efficiency and loss of the sales market. Herd numbers continue to decline
with little sign of recovery. The large concentration of animals in private households
versus big industrial enterprises has resulted in a significant degradation of the genetic
potential of Ukrainian hogs and dairy cows. Consequently, there are good opportunities
for U.S. suppliers, as more profit-oriented companies enter the hog and dairy
businesses. At the moment, the market for high quality livestock genetics is limited to
large agricultural companies with profitable dairy or hog operations. The market for
lower quality genetics exists within the large household sector, but it is very price
sensitive and U.S. exporters face fierce competition from domestic suppliers. In 2008,
the United States improved its position as one of the major commercial suppliers of dairy
genetics despite complex veterinary issues with animal diseases. In late 2010, the U.S.
signed a bilateral protocol for swine genetics with Ukraine.

Web Resources Return to top
Ministry of Agrarian Policy and Food of Ukraine: http://www.minagro.kiev.ua/?Ing=E
State Statistics Committee of Ukraine: http://www.ukrstat.gov.ua/

Agri-business news (English-language):

http://www.proagro.com.ua/eng/news/

http://www.agroperspectiva.com/en/

http://www.agrimarket.info/

UkrAgroConsult Analytical Center http://www.blackseagrain.net/

Agribusiness exhibitions in Ukraine:

http://lwww.expoua.com/Exhibition/lang/en/region/11/country/52/city/252/mode/byCatego
ry/category/24/
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Planting Seeds

Overview Return to top

Despite rigid registration requirements, Ukraine's market for imported planting seeds has
been growing for the last several years. Unfortunately, the financial crisis of 2009 and
the recession and subsequent political unrest starting in late 2013, resulted in a credit
crunch, forcing farmers to economize on purchases of quality seed and other inputs,
leading to a decline in planting seed imports.

At the time of this report, 2014 imports of planting seeds have not been affected much.
But the industry has reported that, a good share of Ukrainian seed buyers are switching
to less expensive seed. Further negative effects of the latest economic hurdles are
expected to be observed in seed purchase patterns for the fall 2014 planting campaign.

Ukraine’s market for imported planting seeds has grown from about USD 140 million in
2008 to just over USD 300 million in 2013. The import of U.S. seeds of all types declined
from 20 percent in 2008 to just under six percent in 2013. This decrease is mainly due to
the fact that while Ukrainian farmers appreciate quality of US seeds, US seed
companies have started shipping seeds based on US genetics from suppliers in other
origins, including South America and Europe. The Ukrainian seed market is expected to
continue expanding, and demand for high quality seeds is projected to remain strong.
There are still promising opportunities for US suppliers for sunflower and corn seeds,
and niche products like seed beans and sorghum.

Opportunities Return to top

There are promising opportunities for U.S. suppliers of sunflower, corn, various beans,
and sorghum seeds.

Web Resources Return to top
Ministry of Agrarian Policy and Food of Ukraine: http://www.minagro.kiev.ua/?Ing=E
State Statistics Committee of Ukraine: http://www.ukrstat.gov.ua/

Agri-business news (English-language):

http://www.proagro.com.ua/eng/news/

http://www.agroperspectiva.com/en/

http://www.agrimarket.info/

UkrAgroConsult Analytical Center http://www.blackseagrain.net/

APK-Inform Analytical and Agri-business Consulting Agency http://www.apk-
inform.com/en

Agribusiness exhibitions in Ukraine:
http://www.expoua.com/Exhibition/lang/en/region/11/country/52/city/252/mode/byCatego
ry/category/24/
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Pork and Beef

Overview Return to top

In Ukraine, there is a significant shortage of red meat for further processing. In 2008,
relatively high import duties were reduced as Ukraine started to import pork to meet
demand. Cheap cuts of U.S. beef and pork, as well as mechanically de-boned meat, will
be welcomed by Ukrainian companies in the meat processing business, as these inputs
are still in short supply. In this market, U.S. producers compete with EU suppliers who
enjoy certain logistic advantages. Please refer to USDA's Food Safety and Inspection
Service Export Library for the latest information on exporting meat products to Ukraine:
http://www.fsis.usda.gov/Requlations & Policies/Ukraine Requirements/index.asp

Imports of meat remain subject to compulsory import permits issued by the State
Veterinary and Phytosanitary Service. The permits require time and often are turned
down. Some analysts believe that the non-automatic nature of such permits creates a
trade barrier that amounts to non-automatic import licensing. In addition importers are
complaining about unfair and arbitrary import custom valuations which significantly
increases import costs (import tariffs and value added tax). The Ukrainian Customs
Service often disregards invoiced prices and arbitrarily re-values imports increasing
costs for the exporter.

Web Resources Return to top

Ministry of Agrarian Policy and Food of Ukraine: http://www.minagro.kiev.ua/?Ing=E
State Statistics Committee of Ukraine: http://www.ukrstat.gov.ua/

Agri-business news (English-language):
http://www.proagro.com.ua/eng/news/;
http://www.agroperspectiva.com/en/;
http://www.agrimarket.info/

UkrAgroConsult Analytical Center http://www.blackseagrain.net/

Agribusiness exhibitions in Ukraine:
http://www.expoua.com/Exhibition/lang/en/region/11/country/52/city/252/mode/byCateqo
ry/cateqgory/24/
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Poultry Meat

Overview Return to top

The domestic poultry meat industry developed throughout the 2000 — 2010 time frame.
In 2010, growth met domestic demand and Ukraine started to export to CIS markets
(predominately to Moldova and Kazakhstan). After dominating the market, Imports of US
poultry meat for further processing have stopped.

Opportunities Return to top

None for poultry at this time.

Web Resources Return to top

Ministry of Agrarian Policy and Food of Ukraine: http://www.minagro.kiev.ua/?Ing=E
State Statistics Committee of Ukraine: http://www.ukrstat.gov.ua/

Agri-business news (English-language):
http://www.proagro.com.ua/eng/news/;
http://www.agroperspectiva.com/en/;
http://www.agrimarket.info/

UkrAgroConsult Analytical Center http://www.blackseagrain.net/

Agribusiness exhibitions in Ukraine:
http://www.expoua.com/Exhibition/lang/en/region/11/country/52/city/252/mode/byCateqo
ry/cateqgory/24/
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Import Tariffs Return to top

Ukraine import tariffs are regulated by Customs Code Ne 4495-VI, adopted March 13,
2012. Specific details of the tariffs are available on the official Verkovna Rada
(parliament) website in Ukrainian only at: http://zakon2.rada.gov.ua/laws/show/4495-17.

Ukraine’s tariff schedule includes three rates of import duties:

e Full - The full rate of import duties can be from 2 to 10 times higher than the
MFN rate

¢ Most favored nation (MFN) - Upon becoming a WTO member in 2008, Ukraine
applied new, lower MFN rates to all goods originating from WTO members, in
accordance with Article | of the 1994 GATT,

o Preferential rates - Preferential rates (lower than the MFN rates) are applied to
imports from countries with which Ukraine has a Free Trade Agreement (FTA) or
other preferential trade agreement, i.e., imports primarily from CIS countries.

U.S. exports to Ukraine usually receive the MFN rate if the following three criteria are
met: (1) the company is registered in the United States; (2) the goods have a certificate
to prove U.S. origin; and (3) the goods are imported directly from the United States.
Most customs tariffs are levied at ad valorem rates, and only 1.5 percent of tariff line
items are subject to specific or combined rates of duty. The average applied tariff rate
fell to 4.95 percent after WTO accession and further decreased to 4.8 percent in 2011.

Interested American exporters can learn about current Ukrainian customs duty rates by
first browsing the Harmonized Tariff Schedule of the United States at
http://www.usitc.gov/tata/hts/bychapter/index.htm for the specific numeric code(s) for the
product being exported, and then match the code(s) to the Ukrainian Customs Tariff
Schedule.

Trade Barriers Return to top
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While trying to make business environment simplified and transparent for local and
foreign companies, Ukraine still maintain existing barriers to imports, including
unpredictable discriminatory fees and product certification regimes. Non-tariff barriers
include non-transparent standards, certification, cumbersome procedures for
phytosanitary certification, import licenses, and labeling requirements. These barriers
are common to all industries.

Some barriers are industry—specific, e.g. introduction of reference pricing without
reimbursment mechamism implementation affects pharmaceutical industry, a trade
barrier in the franchising sector is the fact that there is no legislation that deals
specifically with franchising, arrears with VAT reimbursement affect exporters, in
particular exporters of agricultural commodities.

Over the past few years the Government of Ukraine has on occasion temporarily
restricted imports of U.S. agricultural products, allegedly due to for food safety concerns.
In addition, in the beginning of January 2011, the Government of Ukraine signed Order
#971, approving a list of food products that require monitoring for genetically engineered
or genetically modified organism (GMO) content. Among the groups of products to be
tested and monitored are soybeans and soybean products, corn and products made with
corn, potatoes and potato-derived products, tomatoes, and tomato products.

Import Requirements and Documentation Return to top
Despite some procedural improvements made by Ukraine's State Customs Service, US
companies exporting goods to Ukraine should continue to expect a slow working
bureaucracy and a large volume of paperwork when dealing with Ukraine’s State
Customs Service. Because of the challenging bureaucracy many firms choose to use
licensed customs brokers to navigate the non-transparent, often-changing and
seemingly inconsistent customs clearance procedures. For a list of licensed customs
brokers contact Commercial Service in Ukraine at www.Export.gov/Ukraine.

Import licenses are required for some goods. The list of goods covered by the licensing
regime and the license terms are reconsidered annually by the Cabinet of Ministers. As
of January 1, 2014, the list includes: printers’ ink, paper with watermarks, optical media
production inputs such as polycarbonate; equipment for CD production;
pharmaceuticals, paints and lacquers, dyes, hygiene products, cosmetic products,
pedicure and manicure products, shaving aerosols and deodorants; lubricants, waxes,
shoe polishes, insecticides, solvents, silicone, fire extinguishers and the chemicals that
fill extinguishers; refrigerators and freezers, air-conditioners, humidifiers, and other
selected industrial chemical products; poultry meat and products (Harmonized Schedule
Line 0105), pig and poultry fat; fungicides, insecticides, herbicides, and plant growth
adjusters. For a detailed product listing see http://zakonl.rada.gov.ua/laws/show/950-
2013-%D0%BF.

Most import licenses are granted through the Ministry of Economic Development and
Trade. Other import licenses or approvals are issued by:

e Ministry of Internal Affairs - sporting weapons and self-defense articles

e Ministry of Agriculture and Food Industry, the State Chemical Commission -
(agricultural chemicals), and the Ministry of Environmental Protection - if such
substances are contained in sprays;

e Ministry of Agriculture and Food Industry - seeds;
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e Ministry of Health - pharmaceutical products, cosmetics, and hygiene products;
and the Ministry of Environmental Protection - if such substances are contained
in sprays;

e Ministry of Agriculture and Food Industry, Department of Veterinary Medicine -
veterinary medicines;

e Ministry of Education and Science - matrix forms used in the manufacturing of
audio production; and

¢ Ministry of Environmental Protection - ozone-depleting chemical substances
including propellants for spray-paints and enamels, perfume, body lotions, etc.,
paint-solvents, fire extinguishers and refills, oil-sprays, air-conditioners and
refrigerating equipment, and refrigerated vending machines.

A full listing of Ukrainian agencies that issue licenses for business activities in Ukraine is
available at http://zakonl.rada.gov.ua/laws/show/1698-2000-%D0%BF

Some products require prior approval, which may or may not be automatic from the
relevant administrative agency before the import license can be issued by the Ministry of
Economic Development and Trade. Product certification is a prerequisite for some
goods for an import license. The listing of products subject to obligatory certification is
available at: http://zakonl.rada.gov.ua/laws/show/z0466-05. Importers can request a
foreign facility be certified as in compliance with Ukraine's technical regulations. This
option usually involves a costly inspection visit by Ukrainian government officials to the
facility. If approved, the supplier receives a certificate of conformity valid for 2 years to 5
years and avoids the necessity of certifying each shipment and mandatory laboratory
testing of goods upon arrival into Ukraine. There is more information about product
certification options and the process in Ukraine at: http://www.ukrcsm.kiev.ua

Beginning January 1, 2012 Ukraine introduced a listing of imported products which
require a Declaration of Conformity, see
http://www.leonorm.com/P/NL_DOC/UA/201101/LYST3432.htm. The Declaration of
Conformity can be issued for a fee by an official Ukrainian certification center. Contact
information for official certification centers can be found on the website of the National
Accreditation Agency of Ukraine (NAAU), available at: http://naau.org.ua/reyestr-
akreditovanix-oov/?lang=en.

The following documents required is the minimum set for customs clearance in Ukraine

1. An original and two copies of the Supply Contract or Purchase Agreement signed
and sealed by an American supplier and a Ukrainian buyer. American companies
are advised to stamp their export paperwork accompanying the shipment with
their corporate seal — either an ink or embossed stamp.

2. An original and two copies of the Commercial Invoice on the export shipment
should contain a statement on the country of origin of the goods, as well as the
numeric code for the goods, see
http://lwww.usitc.gov/tata/hts/bychapter/index.htm.

Note that prices, the description of goods, names of the buyer and seller on the
Commercial Invoice should be exactly as they appear on the supply contact or
purchase agreement.

3. An original and two copies of the Bill of Lading and Freight insurance should
contain information about the price for the goods, freight cost, and the cost of
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freight insurance, gross and net weight in kilograms for the exported goods, and
should be accurate to the letter with the Supply Contract or Purchase Agreement,
and Commercial Invoice.

4. An original and two copies of the Certificate of Origin should be notorized at the
nearest office of the U.S. Chamber of Commerce or state/local Chamber of
Commerce (see https://www.uschamber.com/regional-offices-us-chamber-
commerce for locations).

5. An original and two copies of the Manufacturer’s Certificate of Quality should be
validated with the manufacturer’s corporate seal.

6. An original and two copies of the Packaging List should state the net and gross
weights in kilograms of the product, weight in kilograms of packaging is used and
its nature. This document is required by Ukrainian customs to calculate the
environmental fee for packaging utilization in Ukraine. This fee is mandatory for
collection during the customs clearance of imported goods.

Because the list of the required documents to be presented to Customs authorities
changes frequently, American exporters are advised to vest customs clearance in
Ukraine as contract liabilities of the Ukrainian trading partner or end-user customer.

U.S. Export Controls Return to top

Relatively few exports to Ukraine require an export license. Licenses are required in
certain situations involving national security, foreign policy, short-supply, nuclear non-
proliferation, missile technology, chemical and biological weapons, regional stability,
crime control, or due to terrorist concerns. License requirements are dependent upon an
item's technical characteristics, the destination, the end-use, the end-user, and other
activities of the end-user.

The Department of Commerce, Bureau of Industry and Security (BIS) (see
http://www.bis.doc.gov) is the primary licensing agency for dual use exports (commercial
items which could also have military applications).

Other United States Government departments and agencies with regulatory jurisdiction
over certain types of exports and re-exports include:

The Department of State, Directorate of Defense Trade Controls (DTC) licenses defense
services and defense (munitions) articles (Tel. (202) 663-1282).

The Department of the Treasury, Office of Foreign Assets Control (OFAC) administers
and enforces economic and trade sanctions against targeted foreign countries, terrorism
sponsoring organizations, and international narcotics traffickers. The OFAC web site
provides information on these sanctions as well as the complete list of Specially
Designated Nationals and Blocked Persons (the "SDN list") (Toll Free Hotline: 1 (800)
540-6322; Local Hotline: (202) 622-2490; Fax: (202) 622-1657; OFAC Licensing Division
(Direct): (202) 622-2480)

The Nuclear Regulatory Commission, Office of International Programs licenses nuclear
material and equipment (Tel. (301) 415-2344; Fax: (301) 415-2395)
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The Department of Energy, Office of Arms Controls and Nonproliferation, Export Control
Division licenses nuclear technology and technical data for nuclear power and special
nuclear materials. (Tel. (202) 586-2112; Fax: (202) 586-6977).

The Department of Energy, Office of Fuels Programs licenses natural gas and electric
power (Tel. (202) 586-9482; Fax: (202) 586-6050).

The Defense Technology Security Administration (DTSA) administers the development
and implementation of Department of Defense (DoD) technology security policies on
international transfers of defense-related goods, services and technologies (Tel.
(703)325-4049; Fax: (703) 602-5842).

The Department of the Interior, U.S. Fish and Wildlife Service licenses import and export
of wildlife and endangered and threatened species. Tel. (703) 358-2093; Fax: (703) 358-
2280).

The Drug Enforcement Administration, Office of Diversion Control, Import-Export Unit
over sees the export of controlled substances and the import and export of listed
chemicals used in the production of control substances under the Controlled Substances
Act (Controlled Substances - Tel. (202) 307-7182; (202) 307-7181; Fax: (202) 307-7503
Chemicals - Tel. (202) 307-4916; Fax: (202) 307-4702).

The Food and Drug Administration, Office of Compliance oversees the Export of
Unapproved Medical Devices (Tel. (800) 638-2041; (301) 796-7100; Fax: (301) 847-
8149; Email: dsmica@fda.hhs.gov)

The Food and Drug Administration, Import/Export licenses drugs (Tel. (855) 543-3784;
(301)796-3400; Email: druginfo@fda.hhs.gov).

Patent and Trademark Office, Licensing and Review over sees patent filing data sent
abroad (Tel. (703) 308-1722, Fax: (703) 305-3603).

Environmental Protection Agency, Office of Solid Waste, International and
Transportation Branch regulates hazardous waste exports (Tel. (703)308-0005)

Confirm whether your exports need a license before you export. The first step in
determining your license requirements is to classify your product by determining its
Export Control Classification Number (ECCN) on the Commerce Control List (CCL).

Further guidance and information on export controls is available at:
http://www.bis.doc.gov/licensing/exportingbasics.htm

Temporary Entry Return to top

Temporarily imported goods can remain in Ukraine for one year from the date the
customs declaration is submitted. If warranted, this term can be extended by local
customs authorities for the duration of an economic, scientific, humanitarian, or other
event in which the temporarily imported goods are required. The set term of temporarily
imported goods should be reflected in the customs declaration. Samples may be
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shipped out of the country after usage via any customs point. Prior to their customs
declaration expiration, temporarily imported goods should be:

Shipped outside the customs territory of Ukraine;

Declared at customs for further use;

Passed to customs for storage in a bonded warehouse; or

Demolished under customs control if these items cannot be used as goods,
products, or equipment.

The following documents are required for temporary importation of demonstration
samples:

Prior to exiting the country, samples are inspected by customs authorities to ensure that

e A customs declaration;
o Permission from the respective Ministry, if required; and
e Other documents outlined in the customs declaration.

the quantity and description of goods match those registered at the time of importation.
Demonstration samples to be returned outside Ukraine are exempt from customs fees.

Labeling and Marking Requirements Return to top

Labels on nonfood items, as stipulated in Article 15 of the law “On Consumer Rights” Ne
1023-XII dated May 12, 1991, (see http://zakon4.rada.gov.ua/laws/show/1023-
12/page?2), must feature the following information in the Ukrainian language:

A The name of the product;

A The main characteristics, rules and conditions for effective and safe use of the
product;

A The country of origin and name of manufacturer (may be given in Latin letters);

A Usage instructions;

A Any other information determined by the State regulation body:;

A Information about hazardous substances in the product;

A The date of manufacture of the product;

A Conditions for storage;

A Guarantee commitments of the manufacturer:

A Usage and safety instructions;

A The expiration date, shelf-life period and instruction for disposal after expiration,
and warnings of consequences if the product is mishandled;

A The name of the manufacturer, authorized importer or trader to be addressed for
complaints, reclamations or after-sale service;

A A note on Certification of the product and compliance to production standards.

Labels on food items as stipulated in law of Ukraine “On Safety and Quality of
Foodstuffs” Ne 771/97-BP from December 23, 1997
(http://zakon4.rada.gov.ua/laws/show/771/97-%D0%B2%D1%80 ) must include:

A The type and name of the product;
A The legal address of the producer (may be given in Latin letters);
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The weight/volume of the product (if the item is preserved in liquid, weight
without liquid

mass);

Food contents (hame of basic ingredients/additives/preserves/scents and other
substances;

The nutritional values and content of proteins, carbohydrates and fats per 100
grams of the product (calories, vitamins if their content is significant or if product
is intended for children, for medical, or for dietary use);

The expiration date (or production date and period of storage);

The serial number of the product batch;

The conditions for storage;

The directions for preparation of semi-finished goods or children’s foodstuffs;
Warning information with regard to any restrictions and side effects that may
affect persons with health disorders;

A The terms and conditions of use.

o oo Do

Too oo Too Too Too

In addition, as of December 2009, Ukraine introduced the mandatory requirement that
goods containing Genetically Modified Organisms (GMOs) and GMO-free goods must
be labeled accordingly, with importers facing a liability for incorrect labeling.

Prohibited and Restricted Imports Return to top

The Ukrainian government strictly controls and restricts transit, import and export of
weapons, narcotics, chemical and hazardous substances, and certain pharmaceutical
and communications products.

Licensing of prohibited and restricted imports is regulated by the law of Ukraine “On
State Control for International Transfer of Military and Dual-Use Goods” Ne 549-1V dated
February 20, 2003 (see http://zakonl.rada.gov.ua/laws/show/549-15). This law outlines
conditions and terms of licensing, names control agencies in charge of transit, and sets
criteria for transit, and the import and export of military or dual-use goods. Listing of such
goods is set by edict of the Cabinet of Ministers of Ukraine Ne 1807, November 20, 2003
(http://zakon2.rada.gov.ua/laws/show/1807-2003-%D0%BF) and Ne 86, January 28,
2004 (http://zakonl.rada.gov.ua/laws/show/86-2004-%D0%BF). The review, approval or
disapproval or grant of a transit, import, or export of military or dual-use goods can take
up to 60 days from the time of application and receipt of the necessary supporting
documentation is submitted in person to the State Service of Export Control of Ukraine.

U.S. companies or the respective Ukrainian trading partner of the end-user goods
wishing to import these goods should contact the State Service of Export Control of
Ukraine at http://www.dsecu.gov.ua/control/en/index,

in advance, before shipment of any prohibited or restricted goods are shipped to
Ukraine.

Customs Regulations and Contact Information Return to top
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Import and exports in Ukraine are regulated by the Customs Code Ne 4495-VI, which
was adopted on March 13, 2012, and is available at
http://zakon2.rada.gov.ua/laws/show/4495-17.

The law outlines procedures for import, exports, re-export, temporary entry and transit of
goods for customs clearance, duty, excise and other customs tariffs payments, activity of
customs brokers and customs bonded warehouses, etc.

Customs duty rates are set by the two supplements to the Law on Customs Duty Rates
of Ukraine Ne 584-VII. see http://zakon0.rada.gov.ua/laws/show/584-18, and the two
supplements are available at: http://zakon0.rada.gov.ua/laws/show/584%D0%B0-
18/page and http://zakon0.rada.gov.ua/laws/show/584%D0%B1-18/paran3#n3.

Along with customs duty, some goods being imported into Ukraine are subject to excise.
Excise rates can be found in the Tax Code of Ukraine Ne 2755-VI available at
http://zakon4.rada.gov.ua/laws/show/2755-17/page28.

Current business practice in Ukraine is that an American exporter or shipper usually is
not a subject of dealing directly with Ukrainian Customs unless registered as a company
under Ukrainian jurisdiction. In most business practices customs clearance of imports is
vested to a locally registered Ukrainian business partner of to a Ukrainian end-user
customer.

For consultations and complains contact:

State Customs Service of Ukraine

11 Degtyarivska St., Kyiv 04119 Ukraine
Tel: (044) 247-26-06, 274-26-63

Fax: (044) 236-82-81

E-mail: dmsu@customs.gov.ua
http://www.customs.gov.ua/
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U.S. and other foreign companies have long regarded Ukraine’s system of technical
regulations as a significant obstacle to trade and investment. Ukraine has passed
several new laws and governmental decrees in recent years aimed at bringing Ukrainian
practices in this area into line with the WTO Agreement on Technical Barriers to Trade
(TBT), but significant problems remain. Currently, the Ukrainian technical regulations
system is based on 27,000 local technical standards, but only 6,000 of these standards
are in compliance with those of the EU. With the move towards Europe and OECD
countries, Ukraine is currently is developing its standards to match them with the EU’s,
and plan to accomplish this process by the end of 2014.

Standards Organizations Return to top

Technical regulations in Ukraine are coordinated by the Department for Technical
Regulations of the Ministry of Economic Development and Trade of Ukraine:
http://www.me.gov.ua/Documents/Detail?title=DepartamentTekhnichnogoReguliuvannia
Development of national standards and regulations are vested on the Ukrainian
Scientific, Research and Training Center for Certification, Standards, and Quality
(USRTCCSQ) (http://mww.ukrndnc.org.ua). Enforcement on quality of products and their
compliance to the national standards is done by the State Inspection on Consumer
Protection (http://www.dssu.gov.ua).

Certification is a fee-based service in Ukraine. This certification service is delegated to
about 100 accredited certification agencies (full listing is available at
http://naau.org.ual/reyestr-akreditovanix-oov/?lang=en), whose authority is supervised by
the National Accreditation Agency of Ukraine. An importer, or its Ukrainian trading
partner, are free to choose one of the accredited certification agencies and order a
product certification needed for sale or production use of products in Ukraine.

Depending on the type of product, testing, and applicable certification scheme, the
certification process could take from 3 days to 1 month.

NIST Notify U.S. Service

Member countries of the World Trade Organization (WTO) are required under the
Agreement on Technical Barriers to Trade (TBT Agreement) to report to the WTO all
proposed technical regulations that could affect trade with other Member countries.
Notify U.S. is a free, web-based e-mail subscription service that offers an opportunity to
review and comment on proposed foreign technical regulations that can affect your
access to international markets. Register online at Internet URL.:
http://www.nist.gov/notifyus/

Conformity Assessment Return to top

Contrary to accepted international practice, certification in Ukraine is not a voluntary
procedure through which manufacturers can ensure specific properties of a process or
product, but rather a part of the state regulatory system. Standards are compulsory for
virtually all goods, and many services. Mandatory certification is required in Ukraine for
over 300 types of goods and services and remains applicable de facto for an even larger
number of goods and services. The listing of products subject to obligatory certification
in Ukraine is available at: http://zakonl.rada.gov.ua/laws/show/z0466-05. Importers can
request that a foreign facility be certified as in compliance with Ukraine's technical
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regulations. This option usually involves a costly inspection visit by Ukrainian
government officials to the facility. If approved, the supplier receives a certificate of
conformity valid for 2 years to 5 years and avoids the necessity of certifying each
shipment and mandatory laboratory testing of goods upon arrival into Ukraine. There is
more information about product certification options and the process in Ukraine at:
http://www.ukrcsm.kiev.ua

Beginning January 1, 2012 Ukraine introduced a listing of imported products which
require a Declaration of Conformity (see
http://www.leonorm.com/P/NL_DOC/UA/201101/LYST3432.htm). The Declaration of
Conformity can be issued for a fee by a Ukrainian official certification center. Contact
information for official certification centers can be found at the official website of the
National Accreditation Agency of Ukraine (NAAU) ( see http://naau.org.ua/reyestr-
akreditovanix-oov/?lang=en

Mandatory certification is often required without regard to the products' actual level of
risk to the public, or to other types of regulation already applicable. Mandatory
certification in Ukraine is applicable both to domestic products and to imported goods in
most cases, generally irrespective of whether they already have proof of conformity with
applicable international technical regulations. In addition, mandatory certification applies
to produced goods rather than to the production process, thus forcing manufacturers to
complete certification procedures repeatedly or to submit proof of conformity
assessment for each batch of products.

Most current standards were created during the Soviet era do not correspond to
international standards, and are typically far more restrictive and prescriptive than
necessary. Although Ukraine belongs to several international standardization bodies,
such as the International Organization for Standardization (1SO), it generally has not
recognized foreign product certificates, even if they are issued in line with international
standards, unless recognition is mandated through an international treaty signed by
Ukraine.

Product Certification Return to top
Importers can apply for three types of technical standard certificates:

e A certificate for a single batch of goods;

e A certificate for one year, which is valid for all imported goods during that year
with one or two additional selective tests (this type of certification is the most
common in Ukraine, covering 70% of issued certificates); and

e A certificate for 5 years, for which mandates inspection of production facilities.

In addition, Ukraine applies a range of sanitary and phytosanitary (SPS) measures,
many of which do not appear to be consistent with an international, science-based
approach to regulation. The certification and approval process is lengthy, duplicative,
and expensive, with politics and corruption still often behind arbitrary application of
regulations. Amendments to the laws “On Quality and Safety of Food Products and
Food Raw Materials,” “On Veterinary Medicine,” “On Plant Quarantine,” and others were
passed to bring Ukrainian legislation into compliance with requirements of the WTO
Agreement On Sanitary and Phytosanitary Measures (passed in 2005 and 2006).
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Depending on the market strategy and prospects in the market, American exporter may
consider applying for certification of their products in Ukraine. Since all paperwork for
submission to a Ukrainian certification agency should be in Ukrainian language and in
person, it is recommended that American exported hire an attorney from a local or
international law firms for certification of products in Ukraine. Other option is to delegate
any required certifications in Ukraine to a Ukrainian trading partner or end-user. As a
rule, the following documents issued outside Ukraine confirming a product's conformity
to specific requirements are to be submitted to a Ukrainian certification agency:

An application stating that the company wishes to certify imported products;
A certificate of conformity;

User manuals, if available

Standards (technical conditions) of production and the procedures for
certification;

A certificate of accreditation from the testing laboratory;

A protocol/summary of test results;

A certificate of quality control; and

A certificate of origin (manufacturing).

Because the list of documents issued outside Ukraine confirming a product's conformity
changes frequently, businesses should contact one of the accredited certification
agencies (look for “Product Certification Bodies” at http://naau.org.ua/reyestr-
akreditovanix-oov/?lang=en).

Accreditation Return to top

On August 1, 2001, a National Accreditation Body was established to ensure the use of
standards and procedures consistent with the European Cooperation for Accreditation
policy. Ukraine’s National Accreditation Agency is affiliated member of the International
Laboratory Accreditation Cooperation (ILAC), and in 2009 it made a first step on the way
to the full membership — signing an Agreement with European Cooperation for
Accreditation (EA) about personnel accreditation. After becoming ILAC member,
Ukraine has significantly increased the acceptance of test results of laboratories
accredited with, and notified by, ILAC member bodies.

The main functions of the National Accreditation Agency of Ukraine are accreditation of
conformity assessment bodies and further control over conformance of accredited
bodies to the accreditation requirements (for details see http://naau.org.ua/reyestr-
akreditovanix-oov/?lang=en)

Publication of Technical Regulations Return to top

Legislation development, publications and information regarding Ukrainian standards
and technical regulations is vested on the Ukrainian Scientific, Research and Training
Center for Certification, Standards, and Quality (USRTCCSQ)
(http://www.ukrndnc.org.ua).
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Ukrainian technical regulations are compiled in compliance with the EU Council
Directives for conformity of industries and products, international standards, and
Ukrainian domestic standards. The following technical regulations and standards and EU
Council Directives are applicable in Ukraine:

Safety and Quality of Toys as based on EU Council Directive 88/378/EEC

Energy labelling of household lamps as based on EU Council Directive 98/11/EC

Elevators as based on EU Council Directive 95/16/EC

New hot-water boilers fired with liquid or gaseous fuels as based on EU Council

Directive 92/42/EEC

Electromagnetic compatibility as based on EU Council Directive 2004/108/EC

Marine equipment as based on EU Council Directive 96/98/EC

Containers for nuclear waste

Transportable pressure equipment as based on EU Council Directive

1999/36/EC

Appliances burning gaseous fuels as based on EU Council Directive 90/396/EEC

e Personal protective equipment as based on EU Council Directive 89/686/EEC

e Level for equipment subject to a pressure hazard as based on EU Council
Directive1999/36/EC

e Simple Pressure Vessels as based on EU Council Directive 87/404/EEC

¢ Non-automatic weighing instruments as based on EU Council Directive
2009/23/EC

e Low voltage electrical equipment as based on EU Council Directive 73/23/EEC

¢ Machinery and mechanical devices as based on EU Council Directive
2006/42/EC

e Packaging and packaging waste as based on EU Council Directive 94/62/EC

e Construction products as based on EU Council Regulation (EU) No 305/2011

e High-activity sealed radioactive sources and orphan sources as based on
Directive 2003/122/Euratom

e Medical devices as based on EU Council Directive 93/42/EEC

e Active implantable medical devices as based on EU Council Directive
90/385/EEC

¢ In vitro diagnostic medical devices as based on EU Council Directive 98/79/EC
Detergents as based on EU Council Regulation (EC) No 648/2004

e Equipment and protective systems intended for use in potentially explosive
atmospheres as based on EU Council Directive 94/9/EC

o Textile fiber labels and marketing documents as based on EU Council Directive
96/74/EC

¢ Radio and telecommunications terminal as based on EU Council Directive

1999/5/EC

o Cableway installations designed to carry persons as based on EU Council
Directive 2000/9/EC

e Pyrotechnic articles as based on EU Council Directive 2007/23/EC

o Foodstuffs labelling, presentation and advertising as based on EU Council
Directive 2000/13/EC

For market feasibility or research purposes, interested U.S. manufacturers can order for
a fee a full package of Ukrainian technical regulations relating to their products through
mailing to ushop@ukrndnc.org.ua.
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Labels on nonfood items, as stipulated in Article 15 of the Law “On Consumer Rights” Ne
1023-XII from May 12, 1991 (see http://zakon4.rada.gov.ua/laws/show/1023-12/page?2),
must feature the following information in Ukrainian language:

o Too oo Too Too To To T To T T I

T

Name of the product;

Main characteristics, rules and conditions for effective and safe use of product;
Country of origin and name of manufacturer (may be given in Latin letters);
Usage instructions;

Any other information determined by the state regulation body;

Information about hazardous substances in the product;

Date of manufacture of the product;

Conditions for storage;

Guarantee commitments of the manufacturer;

Usage and safety instructions;

Expiration date, shelf-life period and instruction for disposal after expiration date,
and warnings of consequences if the product is mishandled;

Name of the manufacturer, authorized importer or trader to be addressed for
complains, reclamations or after-sale service;

Note on Certification of the product and compliance to production standards.

Labels on food items as stipulated in Law of Ukraine “On Safety and Quality of
Foodstaffs” Ne 771/97-BP from December 23, 1997
(http://zakon4.rada.gov.ua/laws/show/771/97-%D0%B2%D1%80 ) must include:

To o To To To o T T T T To I

T

Type and name of the product;

Legal address of the producer (may be given in Latin letters);

Weight/volume of the product (if item is preserved in liquid, weight without liquid
mass);

Food contents (name of basic ingredients/additives/preserves/scents other
substances;

Nutritional values and content of proteins, carbohydrates and fats in 100 grams
of the product (calories, vitamins if their content is significant or if product is
intended for children, for medical, or for dietary use);

Expiration date (or production date and period of storage);

Serial number of the product batch;

Conditions of storage;

Directions for preparation of semi-finished goods or children’s foodstuffs;
Warning information with regard to any restrictions and side effects that may
affect persons with health disorders;

Terms and conditions of use.

In addition, as of December 2009 Ukraine introduced mandatory requirement that goods
containing Genetically Modified Organisms (GMOs) and GMO-free goods must be
labeled accordingly, with importers facing a liability for incorrect labeling.
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Department for Technical Regulations of the Ministry of Economic Development and
Trade of Ukraine

12/2, Hrushevskiy Street, Kyiv, 01008,Ukraine

Phone: +380 44 528-85-64,

Fax: +380 44 528-90-14

Email: dtr@me.gov.ua
http://www.me.gov.ua/Documents/Detail?title=DepartamentTekhnichnogoReguliuvannia

Ukrainian Scientific, Research and Training Center for Certification, Standards, and
Quality

2, Svyatoshynska Street, Kyiv,03115, Ukraine

Phone: +380 44 452-3396; Fax: +380 44 452-6907

http://www.ukrndnc.org.ua

State Inspection on Consumer Rights Protection of Ukraine (DerzhSpozhyvchZakhyst):
174, Gorkiy Street, Kyiv-150, 03680, Ukraine

Phone: (044) 528-84-19, (044) 528-94-38

Hotline: (044) 528-92-44 TenedoH «raps4yoi niHii»

Fax: 528-56-00

E-mail: dsiu@dsiu.gov.ua

http://www.dsiu.gov.ua/en
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¢ The United States has a bilateral investment treaty (BIT) with Ukraine, which took
effect in 1996. The BIT guarantees U.S. investors non-discriminatory treatment,
the right to make financial transfers freely and without delay, international legal
standards for expropriation, including compensation, and access to international
arbitration in the event of an investment dispute.

¢ United States Income Tax Treaties — Convention between the government of the
United States of America and the government of Ukraine for the avoidance of
double taxation and the prevention of fiscal evasion with respect to taxes on
income and capital. General effective date under Article 29: January 1, 2001.

e The United States and Ukraine signed a Trade and Investment Cooperation
Agreement (TICA) on April 1, 2008. The TICA established a joint U.S.-Ukraine
Council on Trade and Investment, which addresses a wide range of trade and
investment issues including market access, intellectual property, labor, and
environmental issues.


mailto:dtr@me.gov.ua
http://www.me.gov.ua/Documents/Detail?title=DepartamentTekhnichnogoReguliuvannia
http://www.ukrndnc.org.ua/
mailto:dsiu@dsiu.gov.ua
http://www.dsiu.gov.ua/en/

¢ On May 16, 2008, Ukraine became the 152nd member of the World Trade
Organization (WTO).

e Upon becoming a member of the WTO Ukraine became subject to the
requirements of the Agreement of the World Trade Organization on Trade
Related Aspects of Intellectual Property Rights “TRIPS Agreement”.

e Although Ukraine was one of the three founding countries and ratified the
Creation Agreement in December 1991, Ukraine did not choose to ratify the CIS
Charter. In 1993 Ukraine became an "Associate Member" of CIS. Ukraine has
signed Free Trade Agreements (FTA) with 9 CIS countries: Armenia, Azerbaijan,
Belarus, Kazakhstan, Kyrgyzstan, Moldova, Tajikistan, Uzbekistan, Russia. On
March 14, 2014 a bill was introduced to Ukraine's parliament to withdraw from
CIS following the annexation of Crimea by Russia.

o Ukraine has a Partnership and Co-operation Agreement (PCA) with the
European Union. Under the terms of the agreement, Ukraine enjoys most
favored nation status with the EU, but is not required to bind its own tariffs.

e On March 21, 2014 the European Union and Ukraine signed the core elements of
a political association agreement precursor to the Deep and Comprehensive
Free Trade Agreement (DCFTCA). The deal commits Ukraine and the EU to
closer political and economic cooperation, although more substantial parts of the
agreement concerning free trade will be signed only after Ukraine’s presidential
elections in May.

e Ukraine has concluded trade agreements with 20 countries - Austria, Argentina,
Armenia, Bulgaria, Canada, Estonia, Finland, Georgia, Kyrgyzstan, Latvia,
Macedonia, Moldova, Montenegro, Russia, Switzerland, Turkmenistan and
Iceland, Liechtenstein, Norway and Switzerland. These agreements grant, on a
reciprocal basis, most favored nation (MFN) status on the exports -imports with
signatory countries. As in the case of the PCA, Ukraine benefits via these
agreements from the tariff concessions made by its partner countries who are
WTO members without binding its own tariffs.
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Department for Technical Regulations of the Ministry of Economic Development and
Trade of Ukraine
http://www.me.gov.ua/Documents/Detail?title=DepartamentTekhnichnogoReguliuvannia

Ukrainian Scientific, Research and Training Center for Certification, Standards, and
Quiality http://www.ukrndnc.org.ua

State Inspection on Consumer Rights Protection of Ukraine (DerzhSpozhyvchZakhyst):
http://www.dsiu.gov.ua/en

Ukrainian accredited certification agencies http://naau.org.ua/reyestr-akreditovanix-
oov/?lang=en),


http://en.wikipedia.org/wiki/Accession_of_Crimea_to_the_Russian_Federation
http://www.reuters.com/places/ukraine?lc=int_mb_1001
http://www.me.gov.ua/Documents/Detail?title=DepartamentTekhnichnogoReguliuvannia
http://www.ukrndnc.org.ua/
http://www.dsiu.gov.ua/en/
http://naau.org.ua/reyestr-akreditovanix-oov/?lang=en
http://naau.org.ua/reyestr-akreditovanix-oov/?lang=en

National Institute of Standards and Technology http://www.nist.gov
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Corruption, including bribery, raises the costs and risks of doing business. Corruption
has a corrosive impact on both market opportunities overseas for U.S. companies and
the broader business climate. It also deters international investment, stifles economic
growth and development, distorts prices, and undermines the rule of law.

It is important for U.S. companies, irrespective of their size, to assess the business
climate in the relevant market in which they will be operating or investing, and to have an
effective compliance program or measures to prevent and detect corruption, including



foreign bribery. U.S. individuals and firms operating or investing in foreign markets
should take the time to become familiar with the relevant anticorruption laws of both the
foreign country and the United States in order to properly comply with them, and where
appropriate, they should seek the advice of legal counsel.

The U.S. Government seeks to level the global playing field for U.S. businesses by
encouraging other countries to take steps to criminalize their own companies’ acts of
corruption, including bribery of foreign public officials, by requiring them to uphold their
obligations under relevant international conventions. A U. S. firm that believes a
competitor is seeking to use bribery of a foreign public official to secure a contract
should bring this to the attention of appropriate U.S. agencies, as noted below.

U.S. Foreign Corrupt Practices Act: In 1977, the United States enacted the Foreign
Corrupt Practices Act (FCPA), which makes it unlawful for a U.S. person, and certain
foreign issuers of securities, to make a corrupt payment to foreign public officials for the
purpose of obtaining or retaining business for or with, or directing business to, any
person. The FCPA also applies to foreign firms and persons who take any act in
furtherance of such a corrupt payment while in the United States. For more detailed
information on the FCPA, see the FCPA Lay-Person’s Guide at:
http://www.justice.gov/criminal/fraud/

Other Instruments: It is U.S. Government policy to promote good governance, including
host country implementation and enforcement of anti-corruption laws and policies
pursuant to their obligations under international agreements. Since enactment of the
FCPA, the United States has been instrumental to the expansion of the international
framework to fight corruption. Several significant components of this framework are the
OECD Convention on Combating Bribery of Foreign Public Officials in International
Business Transactions (OECD Antibribery Convention), the United Nations Convention
against Corruption (UN Convention), the Inter-American Convention against Corruption
(OAS Convention), the Council of Europe Criminal and Civil Law Conventions, and a
growing list of U.S. free trade agreements. This country is party to [add instrument to
which this country is party], but generally all countries prohibit the bribery and solicitation
of their public officials.

OECD Antibribery Convention: The OECD Antibribery Convention entered into force
in February 1999. As of March 2009, there are 38 parties to the Convention including
the United States (see http://www.oecd.org/dataoecd/59/13/40272933.pdf). Major
exporters China, India, and Russia are not parties, although the U.S. Government
strongly endorses their eventual accession to the Convention. The Convention obligates
the Parties to criminalize bribery of foreign public officials in the conduct of international
business. The United States meets its international obligations under the OECD
Antibribery Convention through the U.S. FCPA. [Insert information as to whether your
country is a party to the OECD Convention.]

UN Convention: The UN Anticorruption Convention entered into force on December 14,
2005, and there are 158 parties to it as of November 2011 (see
http://www.unodc.org/unodc/en/treaties/CAC/signatories.html). The UN Convention is
the first global comprehensive international anticorruption agreement. The UN
Convention requires countries to establish criminal and other offences to cover a wide
range of acts of corruption. The UN Convention goes beyond previous anticorruption
instruments, covering a broad range of issues ranging from basic forms of corruption


http://www.justice.gov/criminal/fraud/
http://www.oecd.org/dataoecd/59/13/40272933.pdf
http://www.unodc.org/unodc/en/treaties/CAC/signatories.html

such as bribery and solicitation, embezzlement, trading in influence to the concealment
and laundering of the proceeds of corruption. The Convention contains transnational
business bribery provisions that are functionally similar to those in the OECD Antibribery
Convention and contains provisions on private sector auditing and books and records
requirements. Other provisions address matters such as prevention, international
cooperation, and asset recovery. [Insert information as to whether your country is a
party to the UN Convention.]

OAS Convention: In 1996, the Member States of the Organization of American States
(OAS) adopted the first international anticorruption legal instrument, the Inter-American
Convention against Corruption (OAS Convention), which entered into force in March
1997. The OAS Convention, among other things, establishes a set of preventive
measures against corruption, provides for the criminalization of certain acts of
corruption, including transnational bribery and illicit enrichment, and contains a series of
provisions to strengthen the cooperation between its States Parties in areas such as
mutual legal assistance and technical cooperation. As of December 2009, the OAS
Convention has 34 parties (see http://www.oas.org/juridico/english/Sigs/b-58.html)
[Insert information as to whether your country is a party to the OAS Convention.]

Council of Europe Criminal Law and Civil Law Conventions: Many European
countries are parties to either the Council of Europe (CoE) Criminal Law Convention on
Corruption, the Civil Law Convention, or both. The Criminal Law Convention requires
criminalization of a wide range of national and transnational conduct, including bribery,
money-laundering, and account offenses. It also incorporates provisions on liability of
legal persons and witness protection. The Civil Law Convention includes provisions on
compensation for damage relating to corrupt acts, whistleblower protection, and validity
of contracts, inter alia. The Group of States against Corruption (GRECO) was
established in 1999 by the CoE to monitor compliance with these and related anti-
corruption standards. Currently, GRECO comprises 49 member States (48 European
countries and the United States). As of December 2011, the Criminal Law Convention
has 43 parties and the Civil Law Convention has 34 (see www.coe.int/greco.) [Insert
information as to whether your country is a party to the Council of Europe Conventions.]

Free Trade Agreements: While it is U.S. Government policy to include anticorruption
provisions in free trade agreements (FTAS) that it negotiates with its trading partners, the
anticorruption provisions have evolved over time. The most recent FTAs negotiated now
require trading partners to criminalize “active bribery” of public officials (offering bribes to
any public official must be made a criminal offense, both domestically and trans-
nationally) as well as domestic “passive bribery” (solicitation of a bribe by a domestic
official). All U.S. FTAs may be found at the U.S. Trade Representative Website:
http://www.ustr.gov/trade-agreements/free-trade-agreements. [Insert information as to
whether your country has an FTA with the United States: Country [X] has a free trade
agreement (FTA) in place with the United States, the [name of FTA], which came into
force. Consult USTR Website for date: http://www.ustr.gov/trade-agreements/free-trade-
agreements.]

Local Laws: U.S. firms should familiarize themselves with local anticorruption laws, and,
where appropriate, seek legal counsel. While the U.S. Department of Commerce cannot
provide legal advice on local laws, the Department’s U.S. and Foreign Commercial
Service can provide assistance with navigating the host country’s legal system and
obtaining a list of local legal counsel.


http://www.oas.org/juridico/english/Sigs/b-58.html
http://www.coe.int/greco.
http://www.ustr.gov/trade-agreements/free-trade-agreements

Assistance for U.S. Businesses: The U.S. Department of Commerce offers several
services to aid U.S. businesses seeking to address business-related corruption issues.
For example, the U.S. and Foreign Commercial Service can provide services that may
assist U.S. companies in conducting their due diligence as part of the company’s
overarching compliance program when choosing business partners or agents overseas.
The U.S. Foreign and Commercial Service can be reached directly through its offices in
every major U.S. and foreign city, or through its Website at www.trade.gov/cs.

The Departments of Commerce and State provide worldwide support for qualified U.S.
companies bidding on foreign government contracts through the Commerce
Department’s Advocacy Center and State’s Office of Commercial and Business Affairs.
Problems, including alleged corruption by foreign governments or competitors,
encountered by U.S. companies in seeking such foreign business opportunities can be
brought to the attention of appropriate U.S. government officials, including local embassy
personnel and through the Department of Commerce Trade Compliance Center “Report
A Trade Barrier” Website at tcc.export.gov/Report_a_Barrier/index.asp.

Guidance on the U.S. FCPA: The Department of Justice’s (DOJ) FCPA Opinion
Procedure enables U.S. firms and individuals to request a statement of the Justice
Department’s present enforcement intentions under the anti-bribery provisions of the
FCPA regarding any proposed business conduct. The details of the opinion procedure
are available on DOJ’s Fraud Section Website at www.justice.gov/criminal/fraud/fcpa.
Although the Department of Commerce has no enforcement role with respect to the
FCPA, it supplies general guidance to U.S. exporters who have questions about the
FCPA and about international developments concerning the FCPA. For further
information, see the Office of the Chief Counsel for International Counsel, U.S.
Department of Commerce, Website, at http://www.ogc.doc.gov/trans_anti_bribery.html.
More general information on the FCPA is available at the Websites listed below.

Exporters and investors should be aware that generally all countries prohibit the bribery
of their public officials, and prohibit their officials from soliciting bribes under domestic
laws. Most countries are required to criminalize such bribery and other acts of
corruption by virtue of being parties to various international conventions discussed
above.

POST INPUT: Public sector corruption, including bribery of public officials, [remains a
major/minor challenge for U.S. firms operating in xxx xxx. Insert country specific
corruption climate, enforcement, commitment and information about relevant
anticorruption legislation.

Anti-Corruption Resources

Some useful resources for individuals and companies regarding combating corruption in
global markets include the following:

¢ Information about the U.S. Foreign Corrupt Practices Act (FCPA), including a “Lay-
Person’s Guide to the FCPA” is available at the U.S. Department of Justice’s
Website at: http://www.justice.gov/criminal/fraud/fcpa.
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¢ Information about the OECD Antibribery Convention including links to national
implementing legislation and country monitoring reports is available at:
http://www.oecd.org/department/0,3355,en_2649 34859 1 1 1 1 1,00.html. See

also new Antibribery Recommendation and Good Practice Guidance Annex for
companies: http://www.oecd.org/dataoecd/11/40/44176910.pdf.

o General information about anticorruption initiatives, such as the OECD Convention
and the FCPA, including translations of the statute into several languages, is
available at the Department of Commerce Office of the Chief Counsel for
International Commerce Website: http://www.ogc.doc.gov/trans_anti_bribery.html.

e Transparency International (TI) publishes an annual Corruption Perceptions Index
(CPI). The CPI measures the perceived level of public-sector corruption in 180
countries and territories around the world. The CPI is available at:
http://lwww.transparency.org/policy_research/surveys_indices/cpi/2009. Tl also
publishes an annual Global Corruption Report which provides a systematic
evaluation of the state of corruption around the world. It includes an in-depth
analysis of a focal theme, a series of country reports that document major
corruption related events and developments from all continents and an overview of
the latest research findings on anti-corruption diagnostics and tools. See
http://www.transparency.org/publications/gcr.

e The World Bank Institute publishes Worldwide Governance Indicators (WGI).
These indicators assess six dimensions of governance in 213 countries, including
Voice and Accountability, Political Stability and Absence of Violence, Government
Effectiveness, Regulatory Quality, Rule of Law and Control of Corruption. See
http://info.worldbank.org/governance/wgi/index.asp. The World Bank Business
Environment and Enterprise Performance Surveys may also be of interest and are
available at: http://data.worldbank.org/data-catalog/BEEPS.

e The World Economic Forum publishes the Global Enabling Trade Report, which
presents the rankings of the Enabling Trade Index, and includes an assessment of
the transparency of border administration (focused on bribe payments and
corruption) and a separate segment on corruption and the regulatory environment.
See http://www.weforum.org/s?s=global+enabling+trade+report.

e Additional country information related to corruption can be found in the U.S. State
Department’s annual Human Rights Report available at
http://www.state.gov/g/drl/ris/hrrpt/.

e Global Integrity, a nonprofit organization, publishes its annual Global Integrity
Report, which provides indicators for 106 countries with respect to governance and

anti-corruption. The report highlights the strengths and weaknesses of national level
anti-corruption systems. The report is available at: http://report.globalintegrity.org/.
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Ukraine adheres to international legal instruments pertaining to international payments
via checks, bills of exchange, letters of credit (L/C) and collection arrangements. All
types of L/Cs (revocable, irrevocable, transferable, "Red clause”, revolving, and stand-
by) are served by Ukrainian banks. The recommended method of receiving payment for
U.S. exports is through an irrevocable letter of credit.

Transfer of payment orders in foreign currencies are made either through a cover at a
foreign partner-bank, or through the International Settlements Department of the
National Bank of Ukraine (NBU). To carry out hard currency transactions, a bank has to
be authorized by the NBU. Authorized Ukrainian commercial banks are members of
SWIFT (Society for Worldwide Inter-bank Financial Telecommunications).

Since November 2012, NBU has implemented a number of restrictions on foreign
exchange, which it further strengthened with a February 2014 resolution intended to halt
the decline of the local currency at the height of the political crisis. The new NBU
leadership has begun to relax these rules, but a number of controls remain. A March
28th, resolution gradually lifted the February requirement for advance application to
purchase currency, from five days to three, and then down to two days. It also restored
swap-and-forward contracts to purchase currency. The NBU has also lifted 1D
requirements for sale of hard currency. Yet some currency controls still remain in place:
exporters must sell 50% of their foreign earnings in the interbank market and return the
export proceeds to Ukraine within 90 days of the sale. These measures were set to
expire on May 17, 2014, but may be extended.

How the Banking System Operates Return to top

The Ukrainian banking system consists of the central back - National Bank of Ukraine
(NBU) and commercial banks. The NBU is responsible for monetary policy, licensing of
commercial banks, and the oversight of their activities. Foreign capital represents 34%
of the total capital in the banking sector as of March 2014. In absolute terms, the
banking sector is still fairly small, and highly concentrated. The top 20 Ukrainian banks
control 70% of all assets in the system. Total bank assets in Ukraine are approximately
$127 billion, with total loan assets of $79 billion as of January 2014.

The 2008-2009 financial crisis virtually froze corporate and consumer lending. The
banking system is still fighting the consequences of the crisis with about 40% of its



assets identified as “non-performing”. A reluctance to foreclose on bad loans and
inadequate bankruptcy procedures have prevented the quick resolution of bad debts,
and therefore has forced banks to accumulate large provisions to cover possible losses.
These losses limited lending and slowed recovery. However, the new government has
begun to take actions towards cleaning up the loan portfolio; and further “stress-testing”
of the banking system will be conducted to identify further possible capitalization needs.

The 2002 law "On Banks and Banking Activity" eliminated discrimination against foreign-
owned banks. Foreign-licensed banks may now carry out all activities conducted by
domestic banks and there is no ceiling on participation in the banking system, including
operating through subsidiaries. In 2006, the Rada approved an amendment to the law,
permitting foreign banks to operate via their branch offices.

This means that a foreign company can open a bank account in Ukraine for the
purposes of investment operations. Otherwise, it needs to register a representative
office in Ukraine. A private nonresident person can open a bank account in Ukraine.

Foreign-Exchange Controls Return to top

The 1996 law "On Foreign Investment" guarantees the unhindered transfer of profits,
revenues, and other proceeds in foreign currency, after taxes and other mandatory
payments. However, since November 2012, ,the NBU has implemented a number of
restrictions on foreign exchange, which it further strengthened with a February 2014
resolution intended to halt the decline of Ukraine’s local currency, at the height of the
political crisis. The new NBU leadership has begun to relax these rules, but a number of
controls remain in place.

A March 28 resolution gradually lifted the February requirement for advance application
to purchase currency, from five days to three, and then down to two days. The resolution
also restored swap-and-forward contracts to purchase currency. The NBU has also
lifted ID requirements for the sale of hard currency. Yet some currency controls still
remain in place: such as exporters must sell 50% of their foreign earnings in the
interbank market, and return the exports proceeds to Ukraine within 90 days of the

sale. These measures are set to expire on May 17, 2014, but may be extended.

Additionally, under previous regulations, foreign investors may repatriate earnings, but
companies must still obtain a license from the NBU for some operations. Hard currency
transactions over $50,000 require the NBU’s approval and payment of an associated
fee.

Investors may convert their earnings into foreign currency through commercial banks,
which purchase foreign currency on the electronic inter-bank currency market.
Commercial banks may trade foreign currency in electronic form with other banks
through participation in the electronic inter-bank currency market, which is regulated and
operated by the NBU. To purchase hard currency, companies must provide their banks
with a copy of their foreign trade contracts. Commercial banks must announce their
clients' intentions to sell on the inter-bank currency market if the transactions are to
exceed $500,000. The law "On the Circulation of Promissory Notes" provides an
opportunity for payments in foreign currency and issuance and circulation of promissory



notes in accordance with the 1930 Geneva Convention "Providing a Uniform Law for
Bills of Exchange and Promissory Notes."

Direct investors seeking to liquidate and repatriate their investments face stringent
documentary requirements, though the NBU has stated its willingness to waive
requirements if documents from the original transactions are no longer available.
Nonresident investors who wish to convert dividends or to divest income into foreign
currency must provide documented proof of the initial foreign investment.

Project Financing Return to top

The Export-Import Bank of the United States of America (U.S. Exim Bank) supports
short-term, and medium-term transactions in both the public and private sectors. In
recent years, Ex-Im Bank has supported U.S. exports in the agricultural, metallurgical,
information technology and the telecommunications sectors. It is important to note that
in 2012, Ukraine was Exim’s most active portfolio in the CIS.

The European Bank for Reconstruction and Development (EBRD), is the single
largest foreign investor in Ukraine. With debt and equity investments in the financial
sector for small and medium sized businesses, food production and processing
enterprises, municipal and state infrastructure and transport, agricultural machinery, and
electric and nuclear power generation. It is important to note that the U.S. is the single
largest investor in the EBRD.

The EBRD is planning to increase its investments in Ukraine. This will include a return to
sovereign lending for public sector projects as part of an international economic support
package for Ukraine.

The EBRD could invest around €1 billion a year over the next few years, significantly
raising its investments from the range of €550 to €750 million that was contemplated
earlier in 2014. This increase is envisioned in the context of a response to the
international community, including Ukraine’s agreement with the International Monetary
Fund (announced in May 2014) for a macro-economic stabilization program. The
EBRD’s current investment portfolio in Ukraine is around €4.7 billion.

The World Bank provides loans and grants in the agriculture, energy, public
administration, environmental protection, and in social sectors. Since Ukraine joined the
World Bank in 1992, Bank commitments to the country have totaled over $7 billion in
support for 40 projects and programs.

On March 10, the World Bank Group announced that it aims to support reforms in
Ukraine and provide up to $3 billion in 2014. This assistance would come in addition an
ongoing investment and guarantee program of about $3.7 billion. This program is
supporting the improvement of basic public service infrastructure in areas such as water
supply, sanitation, power, roads, and the private sector development.

The International Finance Corporation (IFC) invests mainly in the financial sector.
Technical assistance operations are provided in privatization, SME, and capital market
development. IFC has invested over $3 billion in Ukraine, including; $843 million in


http://www.worldbank.org/en/news/press-release/2014/03/10/world-bank-group-statement-on-ukraine
http://www.worldbank.org/en/news/press-release/2014/03/10/world-bank-group-statement-on-ukraine

syndicated loans. Working with 90 projects across a variety of sectors, the IFC’s
commitments to Ukraine totaled about $355 million, including mobilization In fiscal year
2013.

In late 2009, the Oversees Private Insurance Corporation (OPIC) reopened its
programs in Ukraine.

The Western NIS Enterprise Fund (WNISEF) is a $150 million U.S. Government,
regional private equity fund with almost two decades of experience investing in small
and medium-sized companies in Ukraine and Moldova. WNISEF has invested
approximately $165 million in a range of industries with substantial expertise in fast
moving consumer goods, construction materials, packaging, retail, and financial
services. WNISEF is managed by Horizon Capital Associates, LLC.

Web Resources Return to top
Export-Import Bank of the United States: http://www.exim.gov

Country Limitation Schedule: http://www.exim.gov/tools/country/country_limits.html

European Bank for Reconstruction and Development (EBRD):
http://www.ebrd.com/country/country/ukraine

The World Bank: http://www.worldbank.org.ua
International Finance Corporation (IFC): www.ifc.org/ukraine
Oversees Private Insurance Corporation (OPIC): http://www.opic.gov

Western NIS Enterprise Fund (WNISEF): http://www.horizoncapital.com.ua/investment-
portfolio/WNISEF

SBA's Office of International Trade: http://www.sba.gov/oit/
U.S. Agency for International Development (USAID): http://www.usaid.gov

The National Bank of Ukraine (NBU): http://www.bank.gov.ua


http://www.horizoncapital.com.ua/
http://www.exim.gov/
http://www.exim.gov/tools/country/country_limits.html
http://www.ebrd.com/country/country/ukraine
http://www.worldbank.org.ua/
http://www.ifc.org/ukraine
http://www.opic.gov/
http://www.horizoncapital.com.ua/investment-portfolio/WNISEF
http://www.horizoncapital.com.ua/investment-portfolio/WNISEF
http://www.sba.gov/oit/
http://www.usaid.gov/
http://www.bank.gov.ua/
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Business Customs Return to top

Currently Ukraine is undergoing a historic political, economic, and social transformation.
The interim government is working to reform public institutions and to overcome the
legacy of a centralized authority and bureaucracy.

Relationships are highly important in Ukrainian culture. However relationships are built,
they are not automatic. Any important issues should be discussed face-to-face.

The format and mood of business meetings greatly depends upon the size of the
Ukrainian company and its previous experience with foreign business representatives.
Regardless of size, all companies will observe the niceties, offering coffee, tea, water
and thanking you for meeting.

Taking into consideration the language barrier and the importance of body language,
finding an interpreter you know and trust is very important in order to be assured of the
message you wish to convey to prospective business partners or clients. Take you hints
from your counter parts. Be prepared with a meeting agenda, be on time or apologizie if
you are late. Be flexible but firm in your objectives and ask questions if you aren’t clear
on something under discussion. If there is a formal keep in mind that it serves as a
guideline for the discussion and may act as a door opener for other related subjects.
Give plenty advance notice when requesting a meeting. It is considered rude requesting
a meeting with little advance notice. Appointments should be reconfirmed shortly before
the meeting day..

Background Notes are available on the U.S. Department of State's Travel & Business
web site: http://www.state.gov/r/pa/ei/bgn/3211.htm

Background information on Ukrainian culture and traditions is also available on the
Embassy of Ukraine (in Washington D.C.) web site:
http://www.mfa.gov.ua/usa/en/263.htm


http://www.mfa.gov.ua/usa/en/263.htm

Travel Advisory Return to top

Please review the Consular Information Sheet available on the U.S. Department of
State's Bureau of Consular affairs web site for the latest travel advisories:
http://travel.state.gov/content/passports/english/country/ukraine.html

U.S. citizens are urged to follow the guidance in the Travel Warning for Ukraine and
defer all travel to the Crimean Peninsula at this time:
http://travel.state.gov/content/passports/english/alertswarnings/ukraine-travel-
warning.html

In March 2014, Russia invaded and subsequently occupied the Crimean Peninsula,
which remains part of Ukraine notwithstanding Russia’s illegal military intervention.

U.S. citizens living or traveling in Ukraine are strongly encouraged to enroll in the
Department of State's Smart Traveler Enroliment Program (STEP) to receive the latest
travel updates and to obtain updated information on security within Ukraine:
https://step.state.gov/step/

By enrolling, U.S. citizens make it easier for the Embassy to contact them in case of an
emergency.

Visa Requirements Return to top

A passport valid for six months beyond the planned date of travel is required for entry to
Ukraine. U.S. citizens do not need a Ukrainian visa as long as their stay in Ukraine does
not exceed 90 days and the purpose of travel is tourism, private travel, or business.

U.S. citizens whose planned stay in Ukraine exceeds 90 days must have a visa. U.S.
citizens also must have an appropriate visa regardless of the length of stay if their
purpose of travel is other than tourism, private travel, or business. The Government of
Ukraine does not issue visas at its borders or ports of entry. Visas must be obtained
from a Ukrainian embassy or consulate abroad.

For additional information about Ukrainian visas and related policies, please contact the
Ukrainian Embassy or Consulate nearest you.

Embassy of Ukraine in Washington D.C.: http://www.mfa.gov.ua/usa/en
Consulate General of Ukraine in New York: http://www.ukrconsul.org
Consulate General of Ukraine in San Francisco: http://www.ukrainesf.com
Consulate General of Ukraine in Chicago: http://www.ukrchicago.com

U.S. Companies that require travel of foreign businesspersons to the United States
should be advised that security evaluations are handled via an interagency process.
Visa applicants should go to the following links.

State Department Visa Website: http://travel.state.gov/visa/

For more details please visit the U.S. Embassy Ukraine’s web site:
http://ukraine.usembassy.gov/ukrainian-issues.html
http://travel.state.gov/visalvisa_1750.html
http://ukraine.usembassy.gov/service.html


http://travel.state.gov/content/passports/english/country/ukraine.html
http://travel.state.gov/content/passports/english/alertswarnings/ukraine-travel-warning.html
http://travel.state.gov/content/passports/english/alertswarnings/ukraine-travel-warning.html
http://travel.state.gov/content/passports/english/alertswarnings/ukraine-travel-warning.html
https://step.state.gov/step/
https://step.state.gov/step/
http://www.mfa.gov.ua/usa/en
http://www.ukrconsul.org/
http://www.ukrainesf.com/
http://www.ukrchicago.com/
http://travel.state.gov/visa/
http://ukraine.usembassy.gov/ukrainian-issues.html
http://travel.state.gov/visa/visa_1750.html
http://ukraine.usembassy.gov/service.html

Telecommunications Return to top

For telephone service information please visit the web site of the U.S. Embassy in
Ukraine: http://ukraine.usembassy.gov/service-ukraine.html

Phone codes for Ukrainian cities and regions are available on the following web sites:
http://www.yellowpages.kiev.ua/dialcodesukr.php?I=3
http://www.brama.com/ukraine/citycode.html

Transportation Return to top

City bus and trolleybus services in Kyiv are inexpensive, cold in the winter and hat in the
summer, and can be crowded and slow at times. If you aren’t familiar with the city and
do not read Cyrillic, it is best to take a taxi. The Metro (subway/local train) is probably
the quickest public transport method and a bargain. Metro tokens can be purchased at
individual stations; monthly passes are available at transportation kiosks. Metro maps
are available at http://www.russia-ukraine-travel.com/kiev-metro-map.html. As
mentioned, taxi service is probably the most efficient form of transportation within the
city. Private cars can also be hired for a reasonable price; however most drivers do not
speak English. Be sure to agree on a price beforehand. You may order a taxi by phone.
Taxi services are listed at http://www.go2kiev.com/view/taxi.html. and
http://www.kievtaxi.com.ua/

Car rental services are offered by both U.S. and European Car rental companies:
Avis (http://www.avis.com.ua/ Tel: 502-2010),

Budget (http://www.budget.ua/en Tel: 490-1088),

Europcar (http://www.europcar.ua/ Tel: 238-2691),

Hertz (http://www.hertz.ua/ Tel: 492-3270), and

SIXT (http://www.sixt.com/car-rental/ukraine/) run operations in Kyiv, Boryspil Airport,
and other large cities.

Train travel is one of the least expensive and convenient methods of travel to reach just
about any location in Ukraine. Although train travel is slow, it is generally safe. Train
schedules are available on http://poezda.meta.ua/index.php?language=en and
http://www.ukrainetrip.com/travel_in_ukraine_trains.shtml. Overnight trains are
inexpensive and particularly convenient if you are traveling a long distance.

Almost all international flights to Kyiv arrive at Boryspil International Airport
(http://www.airport-borispol.kiev.ua/eng/) located 30 kilometers from Kyiv City center.
Zhuliany-Kyiv is the other main airport, which handles most domestic flights. It is located
7 kilometers from the center of Kyiv. United Airlines operates code-share flights with
Austrian Air and Lufthansa; Delta Airlines code-share with Air France; Northwest with
KLM; and American Airlines with Swiss Air Lines. Flight schedules are available on
http://www.kiyavia.com/eng/info/timetable/.

Language Return to top
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Ukrainian is the official state language of Ukraine (since 1990). However, Russian is
widely used in Kyiv and especially in the cities of eastern Ukraine (and to a much lesser
extent in western Ukraine). Although those in the political world and the local media use
both languages, official documents are in Ukrainian. The number of English speakers is
growing yearly. Some useful Ukrainian vocabulary to remember is DOBRIY DEHN
(hello, good day); DYA-KOO-YOU (thank you); BOOD LASKA (please/you're welcome).

For more information please visit the web site of the Embassy of Ukraine in Washington
D.C.: http://www.mfa.gov.ua/usa/en/

Health Return to top

Bring prescriptions with you and avoid drinking tap water, including in hotels. Bbottled
water is readily available in major hotels and supermarkets at a reasonable cost. Itis
wise to make sure that all foods and utensils are thoroughly washed before use. Prior to
travel, make sure your immunizations are up-to-date.

Medical information, including information about medical evacuation, insurance and
medical services in and outside of Kyiv is available on the U.S. Embassy in Ukraine’s
web site: http://ukraine.usembassy.gov/imed-emergencies.html

Information on medical facilities and insurance is available on the U.S. Department of
State's Bureau of Consular affairs web site:
http://travel.state.gov/travel/cis_pa_twi/cis/cis_1053.html

Information on vaccinations and other health precautions, such as safe food and water
precautions and insect bite protection, may be obtained from the Centers for Disease
Control and Prevention’s web site: http://wwwn.cdc.gov/travel/destinationUkraine.aspx

Local Time, Business Hours, and Holidays Return to top

Ukrainian time is GMT+2 (Helsinki) and EST+7 (Eastern Standard Time). Ukraine
observes daylight savings time from the last Sunday in March through the last Sunday in
October.

To find the exact time in Ukraine, please visit
http://www.timeanddate.com/worldclock/city.html?n=367

Work week: 40 hours per week, Monday through Friday.

Normal business hours: 9 a.m. — 6 p.m.

The Embassy will be closed to the public on the following American and Ukrainian
holidays in 2014.

Holiday Day Date Country
New Year's Day Wednesday January 1 Ukraine
Orthodox Christmas Tuesday January 7 Ukraine

M. L. King's Birthday Monday January 20 U.S.


http://ukraine.usembassy.gov/med-emergencies.html
http://www.timeanddate.com/worldclock/city.html?n=367

Presidents' Day Monday February 17 U.S.

International Women's Day Monday March 10 Ukraine
Orthodox Easter Sunday, Monday April 20, 21 Ukraine
International Labor Day Thursday, Friday May 1, 2 Ukraine
Victory Day Friday May 9 Ukraine
Memorial Day Monday May 26 U.S.
Holy Trinity Day Sunday, Monday June 8, 9 Ukraine
Constitution Day Monday June 30 Ukraine
Independence Day Friday July 4 u.S.
Independence Day Monday August 25 Ukraine
Labor Day Monday September 1 U.S.
Columbus Day Monday October 13 U.S.
Veterans Day Tuesday November 11 U.S.
Thanksgiving Day Thursday November 27 U.S.
Christmas Day Thursday December 25 U.S.
Temporary Entry of Materials and Personal Belongings Return to top

According to Ukrainian law, a traveler can take cash in the amount, not exceeding the
equivalent of €10,000 across the Ukrainian state border under an oral declaration. If the
amount exceeds the equivalent of €10,000, the total amount must be declared in writing
on the Customs Declaration Form upon entry/exit and supported by documents showing
the origin of money (e.g. bank statements).

Ukrainian Customs Procedures for Transporting Currencies, Monetary Instruments, or
Precious Metals is available on the U.S. Embassy in Ukraine’s web site:
http://ukraine.usembassy.gov/ukrainian-issues.htmi

Information on customs regulations is available on the following web sites:

U.S. Department of State's Bureau of Consular affairs:
http://travel.state.gov/travel/cis_pa_twi/cis/cis_1468.html

Embassy of Ukraine in Washington D.C.: http://www.mfa.gov.ua/usa/en/1604.htm
Web Resources Return to top

Travel information:

Cabinet of Ministers of Ukraine:
http:/mwww.kmu.gov.ua/control/en/publish/officialcategory?cat_id=32672


http://ukraine.usembassy.gov/ukrainian-issues.html
http://www.mfa.gov.ua/usa/en/1604.htm
http://www.kmu.gov.ua/control/en/publish/officialcategory?cat_id=32672

Embassy of Ukraine in Washington D.C.:
http://www.mfa.gov.ua/usa/en/publication/content/14649.htm

Ukraine’s tourist information (general overview, main attractions and places of special
interest): http://www.mfa.gov.ua/usa/en/publication/content/15954.htm

U.S. Department of State International Travel Information: http://travel.state.gov
Maps of Ukraine:

http://map.meta.ua/

http:/travel.kyiv.org/map/

U.S. Embassy’s web site (Information on banking, delivery and translation services in
Ukraine are available on this site): http://ukraine.usembassy.gov/service-ukraine.html

Web-search engines for Ukraine:
http://meta.ua/en/
http://www.google.com.ua/

Return to table of contents
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Chapter 9: Contacts, Market Research, and Trade Events

e Contacts
¢ Market Research
e Trade Events

Contacts Return to top

U.S. Embassy in Ukraine

4, Aircraft Designer Igor Sikorsky Street, Kyiv, 04112, Ukraine
Tel: 380-(44) 521-5000

http://ukraine.usembassy.gov/

U.S. Commercial Service, U.S. Embassy Ukraine

Cheryl Dukelow, Senior Commercial Officer

4, Aircraft Designer Igor Sikorsky Street, Kyiv, 04112, Ukraine
Tel.: 380-(44) 521-5244/5041; Fax: 380-(44) 521-2727
E-mail: Cheryl.Dukelow@trade.gov
http://www.export.gov/ukraine/index.asp

Ukrainian Government Offices

Government of Ukraine
http://www.kmu.gov.ua/control/en
(All Ukrainian Ministries can be found on this website)

Antimonopoly Committee of Ukraine

45 Urytskoho str., Kyiv 03680, Ukraine

Tel.: +380 (44) 251-6262; Fax: +380 (44) 520-0325
http://www.amc.gov.ua

Ministry of Revenue and Duties of Ukraine

8 Lvivska Square, Kyiv 04053, Ukraine

Tel.: +380 (44) 272-4402, 272-5159; Fax: +380 (44) 272-0841
http://minrd.gov.ua/en/

State Intellectual Property Service of Ukraine
45 Uritskoho str., Kyiv 03680, Ukraine

Tel.: +380 (44) 494-0606; Fax: +380 (44) 494-0656
http://sips.gov.ua/en/

State Statistics Service of Ukraine

3 Shota Rustavely str., Kyiv 01601, Ukraine

Tel.: +380 (44) 287-2433; Fax: +380 (44) 235-3739
http://www.ukrstat.gov.ua/

National Bank of Ukraine
9 Instytuts’ka str., Kyiv 01601, Ukraine


http://ukraine.usembassy.gov/
mailto:Cheryl.Dukelow@trade.gov
http://www.export.gov/ukraine/index.asp
http://www.kmu.gov.ua/control/en
http://www.amc.gov.ua/
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http://www.ukrstat.gov.ua/

Tel.: +380 (44) 253-0180; Fax 380 (44) 230-2033, 253-7750
http://www.bank.gov.ua/control/en/index

Chambers of Commerce and Industry and Trade Associations in Ukraine

Ukrainian Chamber of Commerce and Industry
33 Velyka Zhytomyrska str., Kyiv 01601, Ukraine
Tel.: +380 (44) 272-2911; Fax: +380 (44) 272-3353
http://www.ucci.org.ua/en/

The Chamber of Commerce in Ukraine
Horizon Park Business Center

12, Amosova Street, 15 Floor

Kyiv, 03680, Ukraine

Tel.: 380 (44) 490-5800; Fax: 380 (44) 490-5801
http://www.chamber.ua

International Chamber of Commerce

19-b Reytarska str., Kiev 01034, Ukraine,

Tel.: +380 (44) 234-4273; Fax: +380 (44) 270-6829
http://iccua.org/en

Kyiv Chamber of Commerce and Industry

55, B.Khmelnytskyi str., Kyiv 01601, Ukraine

Tel.: +380 (44) 482-0301; Fax: +380 (44) 482-3966
http://www.kiev-chamber.org.ua/eng

Ukrainian League of Industrialists and Entrepreneurs
34 Khreshchatik str., Kyiv 01001, Ukraine

Tel.: +380 (44) 278-3069, 536-9641
http://www.uspp.ua/en

Association of Pharmaceutical Research and Development
4-B Verkhniy Val str., Room 216, Kyiv 04071, Ukraine

Tel./Fax: +380 (44) 493-9130; Tel.: +380 (50) 332-8202 (mobile)
http://www.aprad.org.ua/en

Ukrainian Agrarian Confederation
53/80 Saksahans'koho str., Office 807,
Kyiv 01033, Ukraine

Tel./fax: +380 (44) 287-6566; 289-9721
http://www.agroconf.org/en

Association "Ukrainian Agribusiness Club"
146 Zhylianska Str., 3 Floor,

Kyiv 01032, Ukraine

Tel./fax: +380 (44) 236-2097; 236-2079
http://ucab.ua/en/

Ukrainian Grain Association
4a, Grushevskogo Str., 1 Floor, office 12


http://www.bank.gov.ua/control/en/index
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Kyiv 03680, Ukraine

Tel./fax: +380 (44) 279-3968; 279-3969

http://uga-port.org.ua/en

Market Research Return to top

To view market research reports produced by the U.S. Commercial Service please visit
to the following website: http://www.export.gov/mrktresearch/index.asp and click on
Country and Industry Market Reports.

Please note that these reports are only available to U.S. citizens and U.S. companies.

Registration to the site is required, and is free of charge.

"Trade Events Return to top

Please click on the link below for information on upcoming trade events.
http://www.export.gov/tradeevents/index.asp
http://export.gov/ukraine/tradeevents/index.asp

http://acco.ua/eng/

http://www.iec-expo.com.ua/index

http://www.kmkya.kiev.ua/en/

http://www.pe.com.ua/en/
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Chapter 10: Guide to Our Services

The President’s National Export Initiative marshals federal agencies to prepare U.S.
companies to export successfully, connect them with trade opportunities and
support them once they do have exporting opportunities.

The U.S. Commercial Service offers customized solutions to help U.S. exporters,
particularly small and medium sized businesses, successfully sell their exports to new
markets. Our global network of trade specialists will work one-on-one with you through
every step of the exporting process, helping you to:

Target the best markets with our world-class research

o Promote your products and services to reputable, experienced and qualified
buyers

¢ Meet the best distributors and agents for your products and services

¢ Overcome potential challenges or trade barriers and mitigate risks

e Gain access to the full range of U.S. government trade promotion agencies and
their services, including export training and potential trade financing sources

To learn more about the Federal Government’s trade promotion resources for new and
experienced exporters, please click on the following link: www.export.gov

For more information on the services the U.S. Commercial Service offers to U.S.
exporters, please click on the following link:
http://export.gov/ukraine/servicesforu.s.companies/index.asp

U.S. exporters seeking general export information/assistance or country-specific commercial
information can also contact the U.S. Department of Commerce's Trade Information Center at
(800) USA-TRAD(E).

To the best of our knowledge, the information contained in this report is accurate as of the date
published. However, The Department of Commerce does not take responsibility for actions
readers may take based on the information contained herein. Readers should always conduct
their own due diligence before entering into business ventures or other commercial
arrangements. The Department of Commerce can assist companies in these endeavors.
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