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At borders, Ukraine a porous nation
Leaving aside the gaping eastern hole of 409 kilometers that Russia now controls, forcing 
Ukraine to move its border checkpoints westward along the war front, Ukraine has shaky 
control of its borders in all directions at many, if not all, of the 200+ border stations.

Whether north, south, east or west, smugglers know how to bring in illegal goods and take 
them out. The Kyiv Post went west to track smuggling of lumber, tobacco and other goods. 
We went south, chronicling the "walnut mafi a" in Odesa and the lives of workers in Kherson 
Oblast who travel daily to and from their jobs in the Russian-occupied Crimean peninsula.

As usual, politicians appear to be protecting vested or corrupt interests and ignoring prov-
en solutions, evidence that some of those in power are getting rich from illegal smuggling.
Transparency, uniform customs procedures and living wages for employees of the Ukrainian 
Customs Service are some of the solutions that politicians stubbornly resist. In other ar-
eas, such as the illegal smuggling of cigarettes, simply raising taxes dramatically on tobacco 
produced in Ukraine would curb fi nancial incentives for the bootleg trade to the European 
Union.

Experts say the top fi ve illegally smuggled imports are: clothing, electronics, cars, appliances 
and fuel; going out illegally: cigarettes, liquor, nuts, lumber and coal.

Roman Nasirov, the director of the State Fiscal Services in Ukraine, presides over this leaky 
trade. The Kyiv Post was not able to schedule an interview with him by the time this edition 
of the Legal Quarterly went to print on Sept. 26, but look for it in the regular edition of the 
newspaper. In the past, he's championed himself as a reformer determined to combat the 
corrupt schemes, rather than the main obstructionist keeping the illegal commerce alive.

Until Ukraine curbs smuggling and gains strong control of its borders, the environmental 
and fi nancial consequences of illicit smuggling -- already measured in billions of dollars an-
nually – will keep mounting for a poor nation that needs all the money it can get.
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Ukraine’s Customs Service is riddled with 
corruption, robbing the nation’s treasury 
of billions of dollars every year, through 
illegal exports and imports. Politicians are 
ignoring proven solutions, fueling suspi-
cion that many in power benefi t fi nancially 
from the illicit trade.
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Yulia Marushevska is one of Ukraine's rising stars, but sometimes it seems 
that she is fi ghting corruption in Odesa's lucrative ports all alone. She says  
bosses in Kyiv are her biggest obstacles to progress.

ODESA, Ukraine – When Yulia 
Marushevska was appointed head of the 
notoriously corrupt Odesa customs a year 
ago, there were high hopes in Ukraine and 
abroad that she’d soon clamp down on 
shady schemes at the country’s biggest 
ports.

Marushevska, a former member of the 
team of Odesa Governor Mikheil Saakashvili, 
rose to prominence as an activist in the 

EuroMaidan Revolution. Her face was famil-
iar as the star of the "I am a Ukraine" vid-
eo, viewed 8.7 million times. She also had a 
squeaky-clean reputation which, a year later, 
remains intact.

But hopes that she’d produce rapid results 
are fading.

That’s not to say she hasn’t made some 
progress: 37 countries with advanced customs 
procedures (mostly ones from the European 

Marushevska in 
standoff with 
bosses in Kyiv

Yulia Marushevska is the head of the 
Odesa Oblast customs service, regulat-
ing the traffi c of goods in one of the 
nation's busiest and most corrupt Black 
Sea port cities. (Volodymyr Petrov)

By Isobel Koshiw
koshiw@kyivpost.com
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Union) have been included on a “Golden List” for expedited customs 
processing. 

Companies importing to Ukraine from one of the Golden List coun-
tries can spend as few as 15 minutes, and no more than one hour, un-
dergoing customs registration of their goods. Before, they'd spend up 
to fi ve hours.

A new modern customs terminal, which will house one of eight de-
partments at Odesa Port and that will be staffed entirely by new, 
better-paid staff, is nearing completion. And many of the criminal 
schemes involving private warehouses and logistics terminals sur-
rounding the Odesa port have been sharply curtailed through carrying 
out full customs registration on the spot, inside the port. 

However, it's far from certain if the changes that Marushevska has 
pushed through, and her pilot project, which will debut in the new 
terminal, will survive over the long term. If anything, her team's 
presence and attempts to shake up customs controls have highlight-
ed the enduring strength and extent of corruption in the Ukrainian 
state. 

The schemes that prey off businesses who lack connections or re-
fuse to pay bribes, as well as dozens of bureaucratic attacks against 
Marushevska, lead back to the highest levels in Kyiv. 

Roman Nasirov, Marushevska’s boss and head of the State Fiscal 
Service, has been her main bane, although many more high-rank-
ing offi cials from a range of bodies have been involved in attempts to 
block her reforms, she says. 

Nasirov has tentatively agreed to an interview with the Kyiv Post, 

but it was not yet scheduled by the time this Legal Quarterly went to 
print.

The sheer number of interests working against her means she will 
probably have an even tougher year ahead, especially if the media 
spotlight on her work dims.

Pilot Project
It's been one year since the pilot project began – and fi ve months since 
it was due to launch. 

Known as the Open Customs Space, its goal is to entirely trans-
form one department out of eight at Odesa Port, the biggest of the fi ve 
ports in Odesa Oblast. 

A new, almost completed, modern terminal building will house 130 
new staff who have undergone special training programs, including 
with U.S. customs specialists. They will use the “one window” prin-
ciple, by which if a company has all the necessary and correct docu-
mentation, it should have its clearance carried out by a single customs 
offi cial in one place.

If the Cabinet of Ministers signs the decree required to open the 
new terminal, the new customs offi cials will be paid Hr 10,000 a 
month – about $400, or around four times the amount a current cus-
toms inspector earns. 

The decree will also approve the introduction of a new information 
technology system in the terminal, and automatically approve its use 
elsewhere in Ukraine.

The system’s software, named ASYCUDA, was provided free to 
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the Kyiv Post that he is afraid to do so, because she was appointed by 
Saakashvili and President Petro Poroshenko. 

The latest clash between the offi cials in Odesa and Kyiv has 
led Marushevska to take Nasirov to court: Nasirov refused to ap-
prove Marushevska’s candidate to head the pilot project, Roman 
Bakhovskyy, who previously headed police reform in Lviv.

Instead, Nasirov has attempted to appoint his own people through 
non-transparent competitions, according to Marushevska. 

Bakhovskyy is, meanwhile, working as the deputy head of the proj-
ect, the highest position to which Marushevska can appoint him 
without Kyiv’s approval. Marushevska is also claiming in court that 
Nasirov is blocking disciplinary proceedings against customs offi cials 
suspected of corruption. The court hearing is set for Sept. 28.

The main problem is, according to Bakhovskyy, that everything is 
still centralized and must be approved by Kyiv.  "If you’re in the mid-
dle of the vertical of power, which is where we are, it's really hard to 
make moves," added Marushevska. 

The nut mafi a
Ukraine is the fi fth biggest walnut producer in the world. Exports, 
however, are monopolized by a small group of companies rumored 
to have links to offi cials in Kyiv. Walnut producers told investigative 
website Censor.net in July that they pay between $9,000 to $12,000 
per container to have these companies export their nuts. The export 
monopolizers pay very little in customs duties, producers claim.

Producers who try to export nuts by themselves face huge prob-
lems. At the border they are either forced to pay thousands of dol-
lars in bribes or have their shipments confi scated by the Ukrainian 
Security Services for "contamination inspections." The process of 
getting confi scated nuts back is near impossible without the right 
connections.

Ukraine by the United Nations, and is currently used by 80 countries.  
It offers more accountability and transparency than the current pro-
gram, Inspector 2006, where data can be retrospectively changed 
from Kyiv.  

The cost of introducing the software and training offi cers to use it 
is estimated to be about Hr 17 million ($700,000) – a small amount, 
according to Marushevska, given that Odesa's customs sends around 
$2 million to the state budget in customs revenues per day.

But getting the fi nal go-ahead for the pilot project could be 
diffi cult.

Hostility from Nasirov
Nasirov, despite initially vowing to support Marushevska’s initiatives, 
has since been hostile to all of the proposed changes at Odesa Port, 
according to Semon Kryvonos, the deputy head of Odesa customs.  

Nasirov's disruption of their work has included a slew of of-
fi ce searches by offi cials from Kyiv due to alleged legal violations, 
Kryvonos told the Kyiv Post, saying these were attempts to have 
members of the new team dismissed. He described how one week, 
seven separate groups of investigators from the State Fiscal Service 
turned up to search Odesa customs’ offi ces.

"There wasn't enough space to seat them all," said Kryvonos. "They 
even duplicated what they were doing. In the end, two groups fi led 
exactly the same complaint, word for word, copy and paste."

Nasirov has so far reprimanted Marushevska four times. Prime 
Minister Volodymyr Groysman dismissed three during his visit to 
the port in May. Three reprimands are usually enough for offi cials to 
lose their job. Asked why Nasirov hadn't fi red her, Marushevska told 
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Saakashvili has staged two high-profi le raids of depots holding con-
fi scated nuts in Odesa Oblast in the last six months. 

In both cases, the nuts were confi scated in Odesa on the orders of 
a Kyiv prosecutor by the SBU, Ukraine’s security service. The deputy 
head of the SBU, Pavlo Demchyna, has been accused by Saakashvili of 
running the nut exporting scheme. 

In the latest case in April, as a container was surrounded by heavi-
ly armed and masked special services men, Saakashvili told the men in 
front of a crowd of journalists that this was outright robbery, and suc-
cessfully returned the shipments to the owners. 

Groysman announced in May that he would rid the country of the 
nut mafi a and their "tax squirreling" ways.

During his May visit, Groysman behaved like a man who could make 
anything happen, and showed off by embarrassing Nasirov in front 
of a crowd of journalists. Groysman has since made several big shows 
about getting rid of corruption in customs, but they've yet to amount 
anything concrete. 

The decree on opening the new terminal has still not been signed, 
the nut mafi a is still operating and Marushevska’s confl ict with 
Nasirov has only gotten worse. 

Change for some, not for others
Shailendra Bakshi, an Indian tea importer who has lived in Ukraine for 
30 years and has been using the port since 1990, agrees that the cus-
toms clearance is now quicker – even though his company is not on 
the Golden List. Overall though, he doesn’t believe much has changed. 
His main gripe is the calculation of customs duties, which he said is 
done very subjectively.  

The current system effectively means that different customs offi ces 
can charge different prices, leading to “agreements” being reached be-
tween businesses and offi cials. So it can be benefi cial to declare goods 

in Kyiv or elsewhere, while actually transiting them through Odesa. 
Marushevska has introduced customs duties by contract for large 

tax payers, and this has been received positively by those affected. She 
reported on Sept. 1 that there was an increase in revenues of Hr 242 
million ($9.68 million) in August 2016 (to a total $50 million) com-
pared to August 2015, and that 650 new companies had started to use 
Odesa customs since the beginning of the year. 

She also introduced a helpline for those doing business at the port, 
which they can also use to report corruption. But Bakshi says that re-
porting corruption only leads to being blacklisted by local customs 
offi cials, so most won’t bother. He also said that many larger business-
es are able to negotiate their customs duties at the top levels, which 
means they are able to out-compete smaller importers. 

Meanwhile, the low wages paid to customs offi cials are still engen-
dering corruption.

"Yes there are fewer checks," said Vadym Sedov, a senior customs of-
fi cial who led the Kyiv Post on a tour of Odesa port. “But you can’t talk 
about (tackling) corruption. Would you work for $100 a month? Until 
you sort out the salaries you won't solve a thing."

The 200 customs staff who currently work shifts at the port, along 
with others in the region, are likely to lose their jobs if momentum 
for change at the port builds, meaning they’ll miss out on any pay in-
creases. However, the best of them will be retained, says Marushevska.

For now, Marushevska says she is doing what she can.
“Of course we’re just at the start of a long road to a complete 

change in the Odesa customs system, because we’re working with ex-
isting procedures and legislation,” said Marushevska. “We’re just using 
a force of will to change the middle management.”   

A worker walks past containers in the 
Odesa port on Aug. 29. New leadership 
at the port is struggling to cleanse it of 
corruption. (Volodymyr Petrov)
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The Ukrainian customs service is de-
crepit and corrupt, obstructing busi-
ness and sucking revenue out of the 

government. 
Accounting for Hr 263.6 billion ($10 billion) 

of income for the 2017 budget, which antici-
pates $27 billion in revenue, the government 
estimates that corruption in customs deprives 
the government of nearly $2 billion per year. 
The country made Hr 202.3 billion ($7.78 bil-
lion) off of customs revenue in 2015, according 
to the Finance Ministry. 

Ukraine’s customs service does not only 
collect import and export tariffs – the agen-
cy, which falls under the State Fiscal Service, 
is also tasked with collecting value-added tax 
and excise payments on imported goods. 

Now, with the government of Prime 
Minister Volodymyr Groysman settled in after 
150 days in offi ce, many are clamoring for re-
form in the area. 

International Monetary Fund chief Christine 
Lagarde suggested that passing new legisla-
tion in the area would be key for the country’s 
“medium-term sustainability,” and perhaps for 
receiving the next installment of IMF loans – 
which now stand at roughly $7 billion out of a 
potential $17 billion until the start of 2019. 

“The focus should be on improving tax and 
customs administrations,” Lagarde said. 

The problems
The precise amount of money that Ukraine 
loses in unpaid customs tariffs and taxes 

By Josh Kovensky
kovensky@kyivpost.com

How can Ukraine fix 
its customs service?

A border guard inspects a truck with the 
help of a service dog along the border of 
the Russian-backed Transnistria area of 
Moldova on Aug. 30. Corruption has made 
the customs service one of Ukraine's least 
trusted institutions. (Volodymyr Petrov) 
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due to smuggling and corruption in the tax service is impossible to 
estimate. 

“Many goods go totally around the system, so it’s impossible to say 
precisely,” said Nikolai Larin, project manager at the Association of 
Importers and Exporters. Larin added that the amount of money the 
customs service submits to the state budget is only about half of the 
revenues that would be collected if all goods passed through customs.

Groysman said in April that the government loses up to Hr 50 billion 
($1.9 billion) due to corruption and smuggling in customs, citing un-
named experts. 

Other problems in customs are similar to those that affl ict the rest of 
the civil service. Customs offi cers are paid salaries as low as $150 each 
month, for example. 

“When your daily earnings could outstrip your monthly le-
gal earnings, then the temptation is great,” said Tetiana Ostrikova, a 
Samopomich Party member of parliament on the tax and customs poli-
cy committee. Ostrikova added that one “hoof” (customs offi cials’ slang 
for money earned off the books) would regularly add up to $150 or $200. 

Another issue stems from the ability of importers to declare their 
goods at any customs point they desire, and not the point at which the 
goods physically enter the country - a system that allows people to deal 
with customs offi cials with whom they may have developed a favorable 
relationship. Since regional customs offi ces often do not share data, it 
also means that customs offi cials will not necessarily know which goods 
have physically passed through their port. 

Lack of information about customs pervades the government due to 
a quirk in Ukrainian law that restricts all customs information to within 
the State Fiscal Service.

Ostrikova said that even the deputy fi nance minister in charge of cus-
toms, Yevhen Kapinus, does not have unfettered access to customs data 
because of this legislation.

“This allows the customs service to keep all of this in a black box,” 
Ostrikova said.  

Yuriy Draganchuk, an adviser to Finance Minister Oleksandr 
Danyliuk, confi rmed that his ministry lacks access to information from 
the entire State Fiscal Service.

“The information we receive [from the SFS] is impersonal, we don’t 
receive information about concrete enterprises and people,” he said. 
“We plan to make a completely separate IT structure that combines in-
formation from the SFS, treasury and our ministry.”

Groysman’s government has created a system of “mobile groups” to 
attempt to solve corruption in the customs service where it appears, in 
what has been touted as an aggressive effort to halt smuggling. 

There are 20 groups, whose teams are formed by employees from the 
National Anti-corruption Bureau of Ukraine, the National Police and 
the State Fiscal Service. The teams are supposed to travel from customs 
point to customs point, rooting out smuggling rackets.

But Ostrikova has been disappointed with the initiative’s progress so far, 
saying that smugglers were often informed of the group’s arrival in advance. 

“They don’t wait up for the mobile groups,” she said of the smugglers. 

The European way
Much of the current push to improve the customs service revolves 
around bringing the institution up to European Union standards, both 
in terms of how its employees act and in terms of the data to which they 
have access.

Andrew Zablotskyi, a customs attorney at law fi rm Sayenko Kharenko, 
said that Ukraine’s association agreement with the European Union-
mandated certain legal changes, including introducing a requirement 
that importers need to declare goods at the border points at which the 
goods enter.

“The EU says that if you signed the EU association agreement, you 
need to comply with the rules... and place the state control in frontier 
offi ces,” Zablotskyi said.

He added that a serious problem with adopting this law was a lack 
of money in the state budget to fund the changes, and the fact that the 
government would need to consolidate its sanitary and health control 
systems at the border points, and not in the main cities, where they are 
currently located. 

One proposal to modernize the customs service would have seen part 
of the institution’s functionality outsourced to British aid organization 
Crown Agents.

But Ostrikova said that fi nding the right people was not the problem.
“We have the people,” Ostrikova said. “Our customs over the past 25 

years turned into a means for living. Everyone wants to earn more off of 
customs.”

Achieving independence
Ostrikova is proposing that Ukraine run a NABU-style contest for new 
customs offi cials, by which they would be vetted as not having partici-
pated in corrupt activities.

“There should be new people,” Ostrikova said. “It should be people 
with a different consciousness.” 

The deputy went on to say that information sharing both 
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Ukraine has more than 200 customs checkpoints, but trade is wildly uneven. The southern Black Sea and Azov Sea ports are the busiest 
customs points by declared value of goods, while three of the busiest customs points, measured by number of declarations signed, are on 
the western border with Poland of the European Union.
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When Ukraine’s customs service is busiest
for 2015, by number of customs declarations

UKRAINIAN 
CUSTOMS

Ukrainian export data shows that in 
2015, the Odesa Seaport was the 
country’s busiest port in terms of 
declared value of products that 
passed through Ukrainian ports 
(almost 1/6 of all exported goods in 
Ukraine went through the Odesa 
port). However, measuring the top 
10 busiest customs by number of 
declarations changes the list a lot, 
with the Yagodyn customs point in 
Volynska Oblast coming out on top.

How goods reach Ukraine’s borders
for 2015

Ship Automobile Train Plane

By Stella Shabliovska, Kyiv Post  I  SOURCE: Ukrainian customs database, purchased by the Kyiv Post

Mariupol

Illichivsk

Odesa

Krakovets

1. Yagodyn, "Yagodyn-Dorogusk" checkpoint
2. Hoptivka, "Hoptivka-Nekhoteyevka" checkpoint
3. Odesa Seaport, "Odesa Sea Trade Port" checkpoint
4. Krakovets, "Krakovets-Korchova" checkpoint
5. Illichivsk, "Illichivsk Sea Trade Port" checkpoint
6. Tysa, "Chop-Zakhon" checkpoint
7. Novy Yarylovychi, "Novy Yarylovychi-Nova Guta"
8. Bachivsk, "Bachivsk-Troyebortne" checkpoint
9. Bilgorod-Dnistrovsky, "Starokozache-Tudora"
10. Kupyansk, "Topoli-Valuyki" checkpoint

Yagodyn

Kupyansk

Hoptivka

1. Odesa Seaport, "Odesa Sea Trade Port" checkpoint
2. Illichivsk, "Illichivsk Sea Trade Port" checkpoint
3. Mykolayiv, "Mykolayiv Sea Trade Port" checkpoint
4. Hryhorivka, "Vyzyrka" checkpoint
5. Kupyansk, "Topoli-Valuyki" checkpoint
6. Hryhorivka, "Yuzhny Sea Trade Port" checkpoint
7. Mariupol Port, “Mariupol Sea Trade Port” checkpoint
8. Hoptivka, "Hoptivka-Nekhoteevka" checkpoint
9. Yagodyn, "Yagodyn-Dorogusk" checkpoint
10. Oktyabrsky, "Oktyabrsk Port" checkpoint

Measured by number of customs declarations signedMeasured by invoice value of goods

Tysa

Oktyabrsky

Hryhorivka

Mykolayiv

Novy 
Yarylovychi

Bachivsk

Bilgorod-Dnistrovsky

Top 10 busiest customs points, 
by declared value of goods:

Top 10 busiest customs points, 
by number of declarations signed:

According to our data, seaports are the busiest in terms of gross 
value, largely because of the sheer quantity of goods that a 
single ship can transport. 
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A struggling banking sector
In recent years, Ukraine has repeatedly witnessed tendencies of political polar-

system and led to the depreciation of the national currency, and damage to 

-

deep Ukrainian recession and the plunge of the hryvnia, together with strong 
exposure to geopolitical tensions have tipped the banking sector again deeply 

In addition to chronic structural shortcomings, such as weak rule of law and 
protection of creditor rights, or excessively high corruption and opaque owner-

procedure is far from perfect, since only 30 percent of bank depositors get their 
-

to note the dissatisfaction with the results of the work (activity) of the Deposit 
Guarantee Fund, which, due to poor procedures, has no opportunity to collect 

Furthermore, the Verkhovna Rada of Ukraine came close to aggravating the cri-
sis in banking sphere and in economic life in general by approving legislative 

-

-
cial institutions in the sphere of monetary policy, payment and accounts ser-

the insolvency of one of the major banks, for example Delta Bank, can provoke 

of disputes between debtors, creditors, guarantors and the Deposit Guar-

the experience of legal trends in many important issues — the mortgaging 
of property, the legal basis for the termination of obligations between credi-

-
ors/bank depositors and banks due to the length of legal proceedings and 

-

-
-

sial situation for resolving the disputes related to provision of banking services, 
the overall resolution of disputes in this area requires legislation to achieve a 
balanced compromise between the interests of all the parties to the respective 

Ivan Mishchenko
attorney-at-law, managing partner Trusted Advisors 

internally with other branches of the government and with 
European authorities would help cut off the air to many schemes, 
which rely on customs offi cials being ignorant of the true value of 
a given good. 

But Ostrikova added that European offi cials were wary of sharing 
their customs data with Ukraine because they had concerns over in-
formation security. 

“We need to back up these systems according to European stan-
dards,” Ostrikova said.

Establishing an effective post-audit system would also go a long 
way to reducing corruption in customs. The country currently has 15 
civil servants allotted to post-auditing customs, by which the gov-
ernment is supposed to verify that all activity at a given border point 
is in compliance with customs legislation.

“Our partners from the European Union and European 
Commission are imposing this on us,” Ostrikova said. “It’s a tool that 
works in the entire civilized world.”

Danyliuk’s predecessor, Natalie Jaresko, was not able to achieve 
customs and tax reform during her 16 months in offi ce ending in 
April. But Danyliuk, at least by his public statements, has made reno-
vating the service a priority. 

Draganchuk, the Danyliuk advisor, blamed the ministry's inability 
to reform so far on parliament's failure to pass the necessary legisla-
tion. “We’re doing it, but it’s going to take a long time.”

Ostrikova said that while she sees Danyliuk’s desire to change the 
situation, the customs service is fi ghting back. 

“I see rabid opposition from the tax service to give the Finance 
Ministry access even to these databases, to give objective informa-
tion,” Ostrikova said. “They aren't doing this independently, but be-
cause of their masters in high offi ce.”  

Yuriy Draganchuk, customs advisor to Finance Minister Oleksandr 
Danyliuk, speaks at the Finance Ministry in Kyiv on Sept. 21. Dra-
ganchuk does not have access to data from the customs service, 
making it diffi cult to know what is going on. (Anastasia Vlasova)
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By Natalie Vikhrov
natalie.vikhrov@gmail.com

Ukrainian workers who 
make daily commute 
to Crimean peninsula
PREOBRAZHENKA, Ukraine – One by one, 
about a dozen men pass through the last barri-
cades at Ukraine's Kalanchak checkpoint from 
the border at Kherson Oblast and prepare to 
enter Russian-occupied Crimea.

With backpacks slung over their shoul-
ders, they stroll towards a mini-bus waiting for 
them about 100 meters from the checkpoint.

The absence of heavy luggage and their 
tired, everyday demeanor is a giveaway 
– these are not returning tourists. These 
are employees of a chemical plant named 
Crimean Titan. And crossing the border is a 
part of their daily commute to work.

The titanium producer is the biggest 

employer in Crimea’s Armyansk, with around 
4,800 employees from the city – which has 
21,000 people – working at the plant. 

Prior to Russia’s illegal annexation of 
Crimea in 2014, the titanium producer em-
ployed around 700 workers from mainland 
Ukraine, primarily from small villages near the 
border in Kherson Oblast.

Today less than 100 workers – largely from 
the Kherson Oblast border settlements of 
Preobrazhenka (formerly known as Chervony 
Chaban) and Pershokostyantynivka 
– remain.

The largest producer of titanium in Eastern 
Europe, used in wide range of products from 

Kalanchak checkpoint on the border in 
Kherson Oblast on Sept. 20, 2015. (UNIAN)
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Artem Stoyanov
 Attorney-at-law, Senior partner, LCF

LCF Law Group
47 Volodymyrska St., office 3, Kyiv 01001, Ukraine; 
+38 044 455 8887
info@lcf.ua www.lcf.ua

Pre-judicial Recovery: The Real Answer for Business?

has been worded back in 13th century, and yet since that time it did not lose the sig-

In the context of a debt repayment, generally the main war between the creditor and 
debtor is breaking out not in view of the question “to pay or not to pay”, but in view 

impose a court-enforced collection on them, or whether the debtor has transferred 

A civilized resolution of this issue within the legal framework on the basis of compro-

-

-
-

bodies, composed, inter alia, of the National Bank of Ukraine and the Cabinet of Ministers 

In the meantime, while we expect entrance of the new law into force, procedures en-
visaged by the bankruptcy law, namely the pre-judicial recovery, are already success-

-

by the creditors which hold more than a half of general amount of indebtedness, and 

In addition, the creditors do not always have a positive attitude towards the whole 

-

-
al of the recovery plan, the bankruptcy proceeding may be initiated before comple-

Instead of insolvent company, deprived by the owners of any valuable assets and instead 
-

plastics to cosmetics, the plant manufactured 101,000 tons of titani-
um dioxide in 2014.

Controlled by Ukrainian oligarch Dmytro Firtash’s Group DF, it was 
re-registered as Ukrainian Chemical Products in Ukraine and Titanium 
Investment in Russia, following Russia’s illegal annexation of Crimea.

Oleg Arestarhov, Group DF’s head of corporate communications, 
told the Kyiv Post that the company would not comment on matters 
relating to the titanium plant. “From 2014 our press offi ce hasn’t 
been answering any requests about our Crimea assets because any 
comment about Crimea business will be political,” he said. 

A worker told the Kyiv Post that employees have also been dis-
couraged from speaking with media. The Kyiv Post has withheld the 
names of all employees interviewed for this article because they fear 
being fi red for speaking publicly.

Complex situation
Some 530 kilometers southeast of Kyiv, Kalanchak is one of three 
customs checkpoints on the border between Ukraine’s Kherson 
Oblast and Russian-occupied Crimea, where pedestrians and vehi-
cles can cross. 

One longtime titanium plant employee uses both Kalanchak and 
Chaplynka checkpoints on his daily commute to the plant. The 
worker said the situation at the border has evolved since Russia's an-
nexation of the peninsula in 2014.

“In 2014 it took us six hours to get to work. There were insane 
lines. Trucks stood here for months,” he said. 

In late September 2015, hundreds of trucks were detained at 
the border, including the Kalanchak checkpoint, after a group of 
Crimean Tatars and Ukrainian activists launched a blockade, pre-
venting food and other goods from entering Crimea.  

By the end of 2015, the Ukrainian government voted to enforce 
trade restrictions with the occupied peninsula, which came into ef-
fect mid-January this year. 

The worker said while the situation at the border is now much 
calmer, there are still occasional delays. 

“A month or two ago, we were still waiting for a long time,” the 
worker said. “There was only one border window working, and cars 
as well as pedestrians were all waiting in the one line. We would get 
there at 6 a.m., and at 8 a.m. we would still be waiting.”

In early August, Russian authorities shut down the Kalanchak 
checkpoint for several days, creating lengthy delays at neighbor-
ing checkpoint Chonhar in Kherson Oblast. After the checkpoint re-
opened, the worker said, the average commute time, from his home 
village of Preobrazhenka to the plant – around 15 kilometers – be-
came an hour-and-a-half. Additional staff and an unwritten agree-
ment with border offi cers on the Ukrainian side have seen the 
checkpoint process become faster and simpler, he said.

But, he added, on the Russian-occupied territory, the situation 
was more diffi cult.  “In 2014, Russia set up stations at the check-
points, and those who had worked there from the beginning and 
remembered us – we had no problems with them. But the young-
er ones... they don't give us too much trouble, but their checks last 
a long time. They ask us personal questions. They think they're in 
charge and they're allowed to do anything. "

The next hour would show a meager handful of tourists trickling 
across the border.
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Testing times
On Dec. 31, 2014, less than a year after Russia illegal-
ly annexed Crimea, hundreds of Ukrainians working at 
Armyansk's titanium factory lost their jobs temporarily.

A new law requiring all “foreign nationals” to have a 
"patent" - a working permit for employment in Crimea - 
went into effect.

The worker said colleagues were told they would be re-
hired once they obtained the patent. But the process took 
three months.

In February 2015, workers from Preobrazhenka, 526 kilo-
meters southeast of Kyiv, blocked the Vadym railway lead-
ing to the plant, obstructing the delivery of raw materials.

“We blockaded it during the day and through the night, 
and the next morning things were sorted to our advan-
tage,” the worker said.

At the end of March, the factory began drawing up doc-
uments for the patents, but the process involved a series 
of tests - from language and history knowledge to medi-
cal exams.

Those who fi nished school before Sept. 1, 1991, (i.e. 
those who had fi nished school before the breakup of the 
Soviet Union) were exempt from sitting the Russian lan-
guage and knowledge tests.

The 60-year-old worker was among them.
He said that while didn't have to take the test, he learned 

about the questions asked from others.
He said the younger workers applying for the patent re-

ported that the exam included questions on the Battle of 
Kulikovo, and asked them to identify Russia's old coat of 
arms amid similar looking symbols from former Soviet 
countries.

“They had questions that we were supposed to know, 
even the though the Russians themselves didn't,” he said.

“We thought they just wanted to get rid of the workers, 
so there would be fewer of us.

“But of course with the internet, (the workers) found the 
answers to the questions and... those who wanted to work 
there passed the exam.”

Only option
Another worker is among 20 laborers who travel from 
Pershokostyantynivka – a town of 1,500 people, 522 kilo-
meters southeast of Kyiv – to Armyansk. He felt it was his 
only option.

“Judge me or don't judge me that I work in the occu-
pied territory. Maybe it's wrong that I work there,” Pavel 
said. “But there's no work here and I have a big fami-
ly. I have six kids. The oldest is 13, the youngest is 18 
months.”

Those who had the luxury of leaving have already gone.
This worker makes 15,000 rubles (around Hr 5,960 or 

$231) a month, but that's before exchange-related losses 
and the patent eat away at his paycheck.

The patent costs workers 3,000 rubles (around Hr 1,192 
or $46.29) a month, but he said they don't pay taxes as a 
tradeoff.

“It'd be better if we did pay taxes though, because we'd 
get taxed about 2,000 rubles, but the patent is 3,000 ru-
bles,” he said.

Taking a toll
More than half of the Kherson Oblast workers that have re-
mained at the factory live in Preobrazhenka. Today a bus 
picks the workers up from the village and transports them 
to the Kalanchak checkpoint, which they cross by foot, be-
fore another bus transports them from the other side of the 
border to the factory.

The head of Preobrazhenka village council, Andriy 
Suchok, said he has seen the toll that working at the plant 
has taken on its Ukrainian employees.

“Even at the beginning of this year there were 100 (work-
ers) from Preobrazhenka. Now there’s 62. People are leav-
ing themselves,” he said.

During the September 2015 blockade, activists dumped a 
slab of concrete and an anti-tank hedgehog on the railway 
line leading to the factory, effectively putting a stop to the 
delivery of raw materials to the plant.

Suchok said that in addition to the diffi culties of sourc-
ing raw materials through Russia, the factory was experi-
encing water shortages, which had resulted in a decline in 
production. He believes that as a result, the factory is cur-
rently working at 25 percent of its capacity.

Another worker confi rmed that the factory wasn't work-
ing at its full capacity these days.

Some days it worked at 75 percent of its capacity, he said, 
others at 25 percent.

Like most of the workers, he refused to be identifi ed in 
the story for fear of losing his job. For many, the plant feels 
like their only option.

“If we had work here (in Kherson Oblast), we wouldn't 
need the plant,” a worker said.

After a day’s work, the workers’ bus pulls into 
Preobrazhenka, a touch after six in the evening. The work-
ers fi le out and, after some quick goodbyes, head home.

Tomorrow, they'll do it all again. 

The Kalanchak 
checkpoint in 
northern Crimea 
sees hundreds 
of Crimean Titan 
workers living in 
Ukraine cross daily 
onto the Russian-
occupied peninsula 
every day. 

Preobrazhenka

Kalanchak checkpoint
Armyansk

Ukraine

Crimea



15[KYIV POST LEGAL QUARTERLY] #03/2016

Andriy Kravets & Partners Law Offices
58/10 Haidara Str., 2nd floor, Kyiv 01033, Ukraine; info@akp-law.com; www.akp-law.com

+38 044 277 36 06 Andriy Kravets
Vladyslav Lyaskovskiy

Kyiv, 
Ukraine 1997 Banking and Finance, Corporate and M&A, Litigation, 

Taxes, Competition & Antitrust

Ukrainian and international clients of the following 
areas: banks and nancial institutions, agribusiness, 
heavy industry, real estate and construction business, 
infrastructure, private equity.

English, Russian, 
Ukrainian

Alitus Law Firm
9A Tolstogo St., Kyiv 01004, Ukraine; info@Alitus-LF.com, www.Alitus-LF.com

+38 044 289 87 00 Arthur Kotenko Kyiv, 
Ukraine 2011

Competition; Banking & Finance; Capital Markets; 
Corporate/M&A; Employment; Intellectual Property; 
Litigation & Arbitration; Real Estate; Tax

WND English, Russian, 
Ukrainian
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A.L.Terra
72 Velyka Vasylkivska St., Olympic Business Center (floor 22, office 66), Kyiv 03680, Ukraine; office@alterra.kiev.ua, www.alterra.kiev.ua

+38 044 300 1307 Trushkivska Lesia
Dovbnia Kostiantyn

Kyiv, 
Ukraine 2016

Litigation & Arbitration; Disputes Resolution; Corporate 
Law; Commercial Law; Bankruptcy; Investments; Tax & 
Customs; White Collar Defense; Criminal Process; 
Agribusiness; Pharmaceutical; Media

Indar, Ukrainian Media Holding, Bio Agro, BF Group English, Russian, 
Ukrainian

Phone number Top executives HQ Est. Main Specialization, services Major clients Languages

Aleksandr Peremezhko & Partners
86D Kazymyra Malevycha (Bozhenko) St., 3rd floor, office 3.1, Kyiv 03680, Ukraine; office@opp.com.ua, www.opp.com.ua

+38 044 371 4007 Aleksandr Peremezhko Kyiv, 
Ukraine 2010

Litigation & Arbitration; Tax and Customs; Corporate 
and M&A; Competition and Anti-monopoly; Media and 
Communication; Intellectual Property; White Collar 
Defense 

Bershka Ukraine, Sharp Electronics Ukraine, Lego 
Ukraine, B&H, UFD, LeDoyen Studio, Eurons Food & 
Agro Testing Sweden AB, Ciklum Ukraine, AstraZeneca, 
Volyntabak

English, German, 
Polish, Russian, 
Ukrainian
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DLF attorneys-at-law
Torus Business Centre, 17D Hlybochytska St., 04050, Kyiv, Ukraine; info@DLF.ua, www.DLF.ua

+380 44 384 2454 Igor Dykunskyy Kyiv, 
Ukraine 2012

Corporate Law; M&A; Insolvency; Labour Law; Competition 
Law; IP Law; Real Estate and Tax Law; Agriculture Law; 
Renewable Energy Law; Litigation and Dispute Resolution

International companies from German and English 
speaking countries from various sectors of economy, 
Ukrainian companies, embassies in Ukraine

English, German, 
Russian, Ukrainian

Dentons (LLC Dentons Europe)
49A Volodymyrska St., Kyiv 01034, Ukraine; kyiv@dentons.com, www.dentons.com 

+38 044 494 4774
+38 044 494 1991 Oleg Batyuk Global 

law  rm 1992
Banking and  nance; Corporate/M&A; Dispute 
resolution; Investments; IP&T; Real estate and 
Construction; Restructuring; Tax

Multinational corporations, commercial and investment 
banks, energy companies, developers, hotel chains, 
investment funds, international organisations

English, Russian, 
Ukrainian

СMS Cameron McKenna LLC
38 Volodymyrska St., 6th fl oor, Kyiv 01030, Ukraine; KyivOffi ce@cms-cmck.com, cms.law, cms-lawnow.com

+38 044 391 3377 Daniel Bilak London, 
UK 2007

Infrastructure; Corporate and M&A; Banking and 
Finance; Commercial; Tax&Customs; Competition; 
Dispute Resolution; Compliance; Employment; Property; 
Technology Media and Communication; Agribusiness; 
Lifesciences/Pharmaceuticals; Intellectual Property 

WND
English, French, 
Ukrainian, 
Russian

Belotsky Law Offi ce
18/24 Dmytrivska St., 6 fl oor, Kyiv 01054, Ukraine; hello@belotsky.ua, belotsky.ua

+38 044 466 9946 Vladislav Belotsky Kyiv, 
Ukraine 2014

Corporate and Commercial; Dispute Resolution; 
Intellectual Proper ty; Labour and Employment; 
Trademarks and Patents; Tax and Customs, 
Private Clients. 

Cooper Family, Danone Nutricia, Dream Loto, Eco 
Snack, Hockey Club "Kryvbass", SS «Dynamo», Science 
Media Group, Soft-Logic Ukraine, Molodost', Izodrom, 
Valeriy Gromov Jewellery.

English, Russian, 
Ukrainian, Arabic

B.C. Toms & Co
18/1 Prorizna St., Suite 1, Kyiv 01001, Ukraine; kyiv@bctoms.net, www.bctoms.net

+38 044 490 6000
+38 044 278 1000 Bate C. Toms Kyiv, 

Ukraine 1991 Agricultural Investments; Oil, Gas and Electricity; M&A; 
Banking; Finance and Capital Markets WND 

English, French, 
Russian, Ukrainian, 
Polish

Axon Partners
34a, Vozdvyzhenska Str., Kyiv 04071, Ukraine; poke_us@axon.partners, www.axon.partners

+38 044 578 2337

Denys Beregovyi,
Dmytro Gadomsky,
Bogdan Duchak,
Nazar Polyvka

Kyiv, 
Ukraine 2016

IT, Media, Telecom, Intellectual Property, Litigation 
& Arbitration, Commercial Agreements, Transaction 
support, Data protection

BlaBlaCar, Innovecs, Stanfy, TripMyDream, 908.vc, 
Datas/Egar, Kuna Bitcoin Agency, Bitcoin Foundation 
Ukraine, DOU, Fison, Grossum, Yalantis, rabota.ua, 
Sponge, VDNG-TECh, Wishround, MLSDev, ProZorro

English, Russian, 
Ukrainian

AVER LEX Attorneys at law
2 Khrestovyi Alley, 5 fl oor, Kyiv 01010, Ukraine; info@averlex.com.ua, www.averlex.com

+38 044 300 1151 Olga Prosyanyuk,
Vitaliy Serdyuk

Kyiv, 
Ukraine 2012 Criminal law and process; Litigation; Taxation WND English, Russian, 

Ukrainian

ENGARDE
18 Pavlivska St., Kyiv 01054, Ukraine; offi ce@engarde-attorneys.com; www.engarde-attorneys.com

+38 044 49 87 380 Irina Nazarova Kyiv,
Ukraine 2009 Litigation, Arbitration, Corporate and M&A, 

Investment Law, Competition Law, Business Law

Scania Group, Fuji Film (Ukraine), Hazera 
(Ukraine), Bionade AG, Dalekovod d.d., Smart 
Holding, GEN-I Group

English, Russian, 
Ukrainian, 
German, French, 
Czech

Asters
Leonardo Business Center, 19-21 Bohdana Khmelnytskoho St., 14th fl oor, Kyiv 01030, Ukraine; info@asterslaw.com, www.asterslaw.com

+38 044 230 6000 Oleksiy Didkovskiy, 
Armen Khachaturyan 1995 Full-Service Law Firm L’Oreal, Coca Cola, Nissan Motor Ukraine, S.C. 

Johnson, EBRD, IFC
English, Russian, 
Ukrainian

Phone number Top executives HQ Est. Main Specialization, services Major clients Languages

Ante Law Firm
45A Nyzhnoyurkivska St., Kyiv 04080, Ukraine; offi ce@antelaw.com.ua, www.antelaw.com.ua

+38 044 277 2300 Andriy Guck, 
Kateryna Ishchenko

Kyiv, 
Ukraine  

Litigation; Corporate; White collar; Transport & 
Infrastructure; Aviation; Energy & Natural resources; 
Employment; IP; Tax & Customs; Pharmaceuticals

Emirates, Lufthansa, Austrian, British Airways, Zdravo English, Turkish, 
Russian, Ukrainian
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Jurimex Law Firm
9/2 Velyka Vasylkivska St., office 67, Kyiv 01004, Ukraine; reception@jurimex.ua, www.jurimex.ua

+38 044 500 7971 Danylo Getmantsev Kyiv, 
Ukraine 2003

Taxation; Banking and Finance; Media Law; Intellectual 
Property; Administrative Law and Licensing; Land Law 
and Real Estate; Litigation and Arbitration; International 
Trade and Investment; Pharmaceutical and Medical Law

MSL, ModnaKasta, Viasat, Bontrup Ukraine, Travel 
Professional Group, NEFCO, Espreso.TV, Watsons, 
High-Point Rendel LTD, Ukrainian Pay Card, Med 
Expert, Bokyung International Co.,LTD

English, German, 
French, Russian, 
Ukrainian 

S I N C E  2 0 0 3

FCLEX Law Firm
14D Bekhterivsky Lane, Kyiv 04053, Ukraine; info@fclex.ua, www.fclex.com

+38 044 238 6420 Viktor Barsuk Kyiv, 
Ukraine 2002

Litigation; Restructuring & Bankruptcy; Banking and 
Finance; Real Estate; Corporate and M&A; Tax; White 
Collar Crimes; Intellectual property

Azovmash,  Ferrexpo AG, National Bank of Ukraine, 
Ukrainian Business Group, Vernum Bank, AIS Group, 
Concorde Capital, NEST Corp., Arterium Corp., Crystal 
Bank, AutoKraz, Helen Marlen Group and others

English, Russian, 
Ukrainian

GOLAW Law Firm
19B Instytutska St, office 29, Kyiv 01021, Ukraine, info@golaw.ua, www.golaw.ua

+38 044 581 12 20 Valentyn Gvozdiy, 
Sergiy Oberkovych 

Kyiv,
Ukraine 2003

Litigation, Taxation, Corporate, Business Restructuring, 
Dispute Resolution, White Collar Crimes, Agribusiness, 
Energy, Family Business, Compliance

CEB, EGAP, BNP Paribas, Marks&Spenser, GAP, Red 
Bull, Zara, Stradivarius, Bershka, Donegal, Syngenta, 
JTI, Reckitt Benckiser, Azelis,OMYA, Printec, Aviareps, 
Amazone, Mercator Medical, Cargill

Russian, 
Ukrainian, 
English, German

Golovan & Partners Law Firm
33B Bulvarno-Kudriavska (Vorovskoho) St., Kyiv 01054, Ukraine; info@golovan.ua, www.golovan.ua

+38 044 486 0047 Igor Golovan Kyiv, 
Ukraine 1996

Complex Business Protection; Crimea & ATO Zone Issues; 
White Collar Crimes; Litigation & International Arbitration; 
Investment Disputes; Copyright & Related Rights

Privileged English, Russian, 
Ukrainian 

Gramatskiy & Partners
16 Mykhailivska St., Floor 2-3, Kyiv 01001, Ukraine; office@gramatskiy.com, www.gramatskiy.com

+38 044 581 1551 Ernest Gramatskiy Kyiv, 
Ukraine 1998

Business-Advocacy; Foreign Investments; Foreign 
Trade; Business Protection; Real Estate&Construction; 
Agribusiness; IT; Litigation; Taxation; Business 
Restructuring; Due Diligence; Debts&Bankruptcy

City Capital Group, Seven Hills, Danfoss, De-vi, PlayTech, 
ClickMeIn, Keystone Trading Technologies, Skywind Tech 
UA, ULMA Ukraine, Celentano, Banka, Jeltok, Promkabel, 
Larsen, Graal, All-Ukrainian Advertising Coalition

English, Italian, 
Greek, Polish, 
Russian, 
Ukrainian

GP Advisors LLC
143/2 Velyka Vasylkivska Str. 5th floor, 16 office, Kyiv, 03150, Ukraine; office@gpa.ua, www.GPA.ua

+38044 585 38 01 Anatoliy Gasyuk Kyiv, 
Ukraine 2008

Full legal support for international NGO/companies: 
registration, legal advice on tax, labor and migration 
issues, accounting outsourcing and HR support. 
Trademarks. Business registration in Poland.

Benetton, Horizon Capital, Nuscience Cehave Korm, 
METRO, WNISEF, MercyCorps, Patriot Defence, World 
Congress of Ukrainians.

English, Russian, 
Ukrainian, Polish

Eterna Law
Sophia Business Centre, Rylskiy lane 6, 01001, Kyiv, Ukraine; pr@eterna.law, eterna.law

+38 044 490 7001

Andrey Astapov, 
Oleh Malskyy, 
Oleh Beketov, 
Eugene Blinov, 
Oksana Kneychuk, 
Daria Goulko, 
Yevgeniy Lukashuk

Kyiv, 
Ukraine 2002

Dispute resolution, corporate, M&A, tax, international 
nance, compliance, regulatory enforcement, IP, 
insolvency, construction, real estate acquisitions, oil 
and gas

Baxter, Bayer, Bioton, Bunge, CDMA, Huawei, China 
National Oil Corporation, EBRD, Energoatom, FHI 
360, EFKO, Mriya, United Grain Company,  Nemiroff, , 
MasterCard, Mechel, Metagenics, Nutricia 

English, Russian, 
Ukrainian, 
German, Polish, 
Latvian

Integrites,International Law Firm
1 Dobrovolchykh Batalioniv St., Kyiv  01015, Ukraine;  info@integrites.com, www.integrites.com

+38 044 391 38 53; 
+38 044 391 38 54

Ruslan Bernatsky, 
Vyacheslav Korchev

Kyiv, 
Ukraine 2005

Antitrust; Banking and Finance; Corporate/M&A; 
Employment; Energy; GR; International Arbitration; IP; 
Litigation; Mediation; Real Estate; Restructuring; Tax; 
Trade and Commodities; Trade Finance

AirFrance; Arcellor Mittal; Aspen Pharmaceuticals; Atlas 
Copco; DHL; EastOne; EBRD; Farmak; Güriş AS; JP 
Morgan Chase Securities; HSBC Trade Bank; Philip 
Morris; Rockwool; RUSAL; VAB Bank; VTB Bank

English, Russian, 
Ukrainian, 
German, Spanish

ePravo
28/9 Pushkinska St., 2nd floor, office 24, Kyiv 01004, Ukraine; welcome@epravo.ua, www.epravo.ua

+38 044 235 0444 V. Vlasiuk Kyiv, 
Ukraine 2012

Litigation and Corporate; M&A; Intellectual Property; 
E-Commerce; Tax and International Business 
Administration; Legal Advice for Startups; Investments in 
Solar Energy in Spain

Allta, Astrat, Askertrade, Studway, Orion.Group, NGOs 
support, Khimfarminvest, NBK, MyDutyFree, Hedi Group

English, Russian, 
Spanish, 
Ukrainian, 
German
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KM Partners
5 Pankivska St., 5 fl oor, Kyiv 01033, Ukraine; admin@kmp.ua, www.kmp.ua, www.wts.ua

+38 044 490 7197

Alexander Minin, 
Maxim Oleksiyuk, 
Alexander Shemiatkin, 
Ivan Shynkarenko

Kyiv, 
Ukraine 1999

Tax; Customs; Transfer pricing; M&A/Restructurings; 
Contract law; Litigation; Agriculture; Real estate; 
Competition/Antitrust; Corporate law; Labour law; 
Currency control; IP; Criminal law

WND English, Russian, 
Ukrainian

Sayenko Kharenko
10 Muzeyny Provulok, Kyiv 01001, Ukraine; info@sk.ua, www.sk.ua

+380 44 499 6000 Michael Kharenko, 
Vladimir Sayenko 

Kyiv, 
Ukraine 2004

Antitrust; Banking&Finance; Debt Restructuring; 
Capital Markets; Corporate/M&A; Corporate Security; 
GR; IP; International Arbitration; International Trade; 
Labour&Compliance; Litigation; PDP; Private Wealth 
Management; Tax

Ageas, Avangardco, Auchan, Barclays, BNP Paribas, 
Cadbury, Citi, Coca-Cola, Commerzbank, Credit 
Suisse, Dell, Eaton, EBRD, Ferrexpo, HP, ING, IFC, JTI, 
Kimberly Clark, Lafarge, MoneyGram, Novartis, P zer, 
SigmaBleyzer, Solvay, Souf et Group, Sun InBev, VISA

English, German, 
Russian, 
Ukrainian

Redcliffe Partners
75 Zhylyanska St., 13th fl oor, Kyiv 01032, Ukraine; offi ce@redcliffe-partners.com, www.redcliffe-partners.com

+38 044 390 5885

Olexiy Soshenko,
Dmytro Fedoruk, 
Rob Shantz, 
Sergiy Gryshko

Kyiv, 
Ukraine 2015

Antitrust; Banking and Finance; Capital Markets; 
Compliance; Corporate and M&A; Debt Restructuring 
and Insolvency; EU law; International Arbitration; 
Litigation; Real Estate

Abbott Laboratories, Amadeus IT Group, BNP Paribas, 
Citigroup, Credit Suisse, Deutsche Bank, EBRD, FMO, 
IFC, ING, JPMorgan, Monsanto, Morgan Stanley, 
Raiffeisen Bank, UniCredit, Vitol

English, Russian, 
Ukrainian

NOBLES
7/11 Khreschatyk St., Kyiv 01001, Ukraine; info@nobles-law.com, www.nobles-law.com

+38 044 495 3080
Alexander Weigelt 
Volodymyr Yakubovskyy 
Tatiana Iurkovska

Kyiv, 
Ukraine 2007

Corporate; Mergers & Acquisitions; Antitrust; Banking 
& Finance; Commercial; Insolvency & Restructuring; 
Employment; Energy; Real Estate; Intellectual Property; 
Litigation; Arbitration; Tax

AMD, Avon, BSH, Claas, Credit Suisse, Daimler, 
Deutsche Telekom, EBRD, Fujitsu, Groupon, 
Lufthansa, Mothercare, Navico, Otto, Rocket Internet, 
RBS, Swatch, Teradata, Viacom

English, German, 
Ukrainian,Russian 

Marchenko Danevych
4B Ivana Franka St., offi ce 49, Kyiv 01054, Ukraine; offi ce@marchenkodanevych.com, www.marchenkodanevych.com

+38 044 220 0711 Oleh Marchenko,
Borys Danevych

Kyiv, 
Ukraine 2013

Antitrust & Competition; Corporate/M&A; Dispute 
Resolution; Intellectual property; Life Sciences/
Pharmaceuticals; Tax & Customs

AAK, AbbVie, Aspen Pharma, AstraZeneca, Deutsche 
Bank, Eli Lilly, Goodyear, GSK, Johnson & Johnson, 
LafargeHolcim, McKinsey & Company, Morgan 
Furniture, Novo Nordisk, PPD, Sano , XPO Logistics 

English, Russian, 
Ukrainian

Lexwell & Partners
Sophia Business Center, 6 Rylsky Lane, 5th fl oor, Kyiv 01001, Ukraine; lexwell@lexwell.com.ua, www.lexwell.com.ua

+38 044 228 6080 Andriy Kolupaev Kyiv, 
Ukraine 2005

M&A & Corporate; Antitrust & Competition; Litigation & 
Arbitration; Real Estate & Construction; Tax & Customs; 
Employment

AET, ArcelorMittal, Bridgestone, Chicago Mercantile 
Exchange, CRH, DuPont, East Metals, Evraz, Honda 
Trading, Gas of Ukraine, Interpipe, Intesa Sanpaolo, 
Lexus, Marubeni, P zer, Millhouse, Sojitz, Subaru, 
Sumitomo, Toyota, Ukrainian Ministry of Justice, VS 
Energy

English, Russian, 
Ukrainian 

Kushnir, Yakymyak & Partners
19B Instytutska St., Suite 40, Kyiv 01021, Ukraine;  kypartners@kypartners.com,  www.kypartners.com

+38 044 253 5939 Yuri Kushnir Kyiv, 
Ukraine 2003 Banking & Finance; Corporate; Energy; Investments; IT; 

Labour; Litigation; Real Estate; Tax; Trade Law

3M, General Electric, Ecolab, Johnson & Johnson, 
UNIQA, LG Electronics, Em , Agroprosperis (NCH), 
Leimholzpro , National Oilwell Varco, Sibelco, Araj, 
Voxel, Medfarcom, Television Industry Committee,  
Space IT

English, Polish, 
Russian, Ukrainian

LCF Law Group
47 Volodymyrska St., offi ce 3, Kyiv 01001, Ukraine; info@lcf.ua, www.lcf.ua

+38 044 455 8887 Anna Ogrenchuk
Artem Stoyanov

Kyiv, 
Ukraine 2009

Litigation; Banking and Finance; Bankruptcy and 
Restructuring; Tax law; Corporate and M&A; Intellectual 
Property; Antitrust and Competition  

Alfa Bank JSC , Oschadbank JSC,OTP Bank PJSC, 
Pravex-Bank PJSCCB , Universal Bank PJSC, Allianz 
Ukraine SLC, Bank of Cyprus, MRIYA Agro Holding, 
Golden Derrick Ltd, TAS Group, YURIA-PHARM Ltd, AVK, 
Vikoil Ltd, Kievguma LLC, S.I. Group Consort. Ltd

English, German, 
Russian, Ukrainian

Koval & Partners, Patent & Law Company
23 M. Raskovoy St., apt. 602, Kyiv 02660, Ukraine; info@koval-partners.com, www.koval-partners.com

+38 044 228 2552 Koval Maxim,
Koval Natalia

Kyiv, 
Ukraine 2003

Trademarks; Patents; Designs; Copyrights; IT law and 
domain name disputes; Licening and Franchising; 
Castoms and Border Enforcement; Anti-counterfeiting 
and anti-piracy operations 

Naspers, Philipp Plein, ForexClub, Efes, SCM, Stoller, 
Teddy Mountain, Alpha Industries, Evyap, Coral travel , 
TicketForEvent

English, Russian, 
Ukrainian

Phone number Top executives HQ Est. Main Specialization, services Major clients Languages
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Skliarenko, Sydorenko and Partners, Attorneys At Law
31 Tarasa Shavchenko Blvd., 3rd fl oor, office 8, Kyiv 01032, Ukraine; response@s-partners.org, www.s-partners.org

+38 044 235 8575
Oleksandr Skliarenko,
Andrii Sydorenko 
Yulia Stusenko

Kyiv,
Ukraine 2011

Commercial Law; Corporate Law; Criminal Law and 
Procedure; Litigation; Restructuring and Bankruptcy; 
Banking and Finance; Tax; Private Clients; Agricultural 
Law; Labor Law; Mediation

Grawe Ukraine, IDS Group Ukraine, OTP Bank, Kvazar,
Mamamusic

English, Russian, 
Ukrainian

Trusted Advisors
40/85, Saksahanskoho Str., 5th floor Kyiv, 01033, Ukraine; info@trustedadvisors.com.ua, www.trustedadvisors.ua

+38 044 359 0664
Ivan Mishchenko
Vladislav Rieznikov
Artem Podolskiy

Kyiv, 
Ukraine 2014

A full range of dispute resolution services: corporate 
disputes; banking disputes; recovery of bad debts; 
enforcement proceedings; bankruptcy practice; 
commercial disputes

Ciklum, DLA PIPER UKRAINE, Odessa oil and fat 
i.complex, Ilyichevsk oil and fat i.complex, Belgorod-
Dnestr.kombinat hleboproduktov, Ilychevsk grain port, 
Stroybud Ilychevsk, VITAN, Naftogaz-Alliance

English, Russian, 
Ukrainian, French

Syutkin and Partners
10 Redutna St., office 2, Kyiv 01015, Ukraine; office@siutkin.com, www.siutkin.com

+38 044 383 0000 Mykola Syutkin, 
Nataliya Osadcha

Kyiv, 
Ukraine 2006

M&A; Bancruptcy and Debt; Real Estate; Assets 
Securitization; Litigation; Corporate Law; Tax; 
Investment Protection 

WND English, Russian, 
Ukrainian

TCM Group Ukraine
10A Vozdvyzhenska St., Kyiv 04071, Ukraine; info@tcm.com.ua, tcm.com.ua

+38 044 228 1338

Denys Kopii, 
Dmytro Golopapa, 
Arthur Tretiakov,  
Dmytro Govorun

Kyiv, 
Ukraine 2014

Alternative Dispute Resolution & Mediation; Litigation & 
Arbitration; Recognition & Enforcement of Arbitral 
Awards/Court Judgements; Bankruptcies; Crime 
Investigations & White Collar Crimes

Discovery, FedEx, Reebok, Erste Bank, Coca-Cola, 
Du Pont, Xerox. HSBC, Barclays, Bank of Ireland

English, Russian, 
Ukrainian

Vasil Kisil & Partners
Leonardo Business Center, 17/52A Bohdana Khmelnytskoho St., Kyiv 01030, Ukraine; cs@vkp.ua, www.vkp.ua

+38 044 581 7777 Andriy Stelmashchuk Kyiv, 
Ukraine 1992

Agricultural Business; Antitrust & Competition; 
Capital Markets; Corporate / M&A; Energy & Natural 
Resources; Finance & Securities; Intellectual Property; 
International Trade, Project and Trade Finance; 
Labour & Employment; Litigation & Arbitration; Private 
Clients; Public Private Partnership, Concessions & 
Infrastructure; Real Estate & Construction; Taxation

WND

English, German, 
Swedish, 
Russian, 
Ukrainian

Squire Patton Boggs-Salkom International Association
12 Khreschatyk St., Kyiv 01001, Ukraine; www.squirepattonboggs.com, www.salkom.ua

+38 044 591 3100
+38 044 591 3140

Peter Teluk, 
Evgeniy Kubko

Kyiv, 
Ukraine 1992

Anti-Corruption (FCPA/UK Bribery Act); Antitrust and 
Competition; Banking and Finance; Commercial 
Contracts; Corporate; Dispute Resolution; Intellectual 
Property; Labor and Employment; Litigation; M&A; PE; 
Real Estate; Tax and Customs

Acron, Carlsberg, ContourGlobal, Group DF, 
Intellectsoft, Kyivstar, Lufthansa Ukraine, Nadra Bank, 
Orithil, Sovereign Wealth Fund, Ukrlandfarming, 
Ukrainian Construction Company, UniCredit Bank, 
United Capital Partners, Velti, Winner Imports Ukraine

English, Russian, 
Ukrainian

Law Firm “Sofiya”
10 Sichovyh Strilciv St., off.45, Kyiv 04053, Ukraine; office@lawfirmsofiya.kiev.ua, www.lawfirmsofiya.kiev.ua

+38 044 331 0485 Oleksandr Polivodskyy Kyiv, 
Ukraine 2004 Food&Drink Law; Litigation; Agrarian&Land Law; 

Finance Law; Tax Law; Real Estate Law; Business Law WND English, Ukrainian, 
Russian

VB PARTNERS
Porch 13, Business Center Bashnya #5, Rybalska Str., 22, Kyiv, Ukraine, 01011; office@vbpartners.ua; www.vbpartners.ua

+38 044 581 16 33 Denys Bugay, 
Volodymyr Vashchenko 

Kyiv,
Ukraine 2005 Dispute Resolution, White Collar Crime, 

Investments, Tax

British American Tobacco, Metro Cash & Carry, 
Indesit Ukraine, United Company RUSAL, 
shareholders of 5 large Ukrainian banks

Russian, 
Ukrainian, 
English

Spenser & Kuaffmann
7 Klovsky Uzviz, 14th floor, Kyiv 01021, Ukraine;  office@sklaw.com.ua, www.sklaw.com.ua

+380 44 288 83 83 Valentyn Zagariya Kyiv, 
Ukraine 2006

Litigation & Dispute Resolution; International Arbitration; 
Real Estate and Land; Insurance and Tax; Corporate; 
M&A; Banking and Finance; Private Clients; Labor and 
Employment; IP, IT and Antitrust

UkrAVTO Corporation, FoodMarket (Velika Kishenya 
TM), Alfa-Bank, Slobozhanska Budivelna Keramika, 
MERX, Cardif, MetLife

English, Russian, 
Ukrainian, French, 
German, Polish, 
Czech
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IVANNA DORICHENKO FCIARB JOINS INTEG-
RITES AS THE HEAD OF TRADE & COMMODITIES 
PRACTICE AND A MANAGING PARTNER OF THE 
FIRM’S LONDON OFFICE.

Previously she has been working with several 

international commercial disputes and mul-

mercial contracts, and regularly advises com-
modity traders and cargo interests at all stages 

ON THE MOVE
ADVERT ISEMENT

Ivanna Dorichenko

By Isobel Koshiw
koshiw@kyivpost.com

Ukraine’s energy customs 
unit disappears, reappears
In March 2014, shortly after Ukraine’s 

Euromaidan Revolution, the Finance Ministry 
issued an order to re-create a separate ener-

gy customs body under the State Fiscal Service. The state 
agency was originally created under President Viktor 
Yushchenko in 2005, but liquidated under President 
Viktor Yanukovych in 2011. 

But in October 2015, the Head of State Fiscal Services, 
Roman Nasirov, announced his intention to liquidate the 
agency once again. 

So what is going on?
 Located far out of Kyiv’s city center, Ukraine’s energy 

customs receives little attention from the press and its ex-
istence is largely unknown to the wider public.

It’s an entirely centralized and separate customs author-
ity that works exclusively with gas and oil products. The re-
gional outposts report directly back to the main offi ce in 
Kyiv, not to the larger regional customs authorities, and the 
data is not shared.

The main reason for having a separate energy customs is 
to ensure the upmost professionalism, according to its act-
ing head, Ihor Pikovsky: “Why train 9,000 people? It’s bet-
ter to train 200,” he told the Kyiv Post.

25 percent of revenues
Pikovsky, who took offi ce on Aug. 31, has been one of sev-
eral temporary heads of the agency since its re-creation 
in 2014. When asked why there had been so many staff 
changes and what exactly was going on at the agency, 
Pikovsky told Kyiv Post that he “didn’t know anything.” He 

couldn’t even say who had last held the post, and the infor-
mation is not publicly available.

Considering that the agency accounts for more than 25 
percent (Hr 5.5 billion, or $220 million) of the total cus-
toms revenues raised in the country, according to Pikovsky, 
the non-transparency of its operations and lack of consis-
tent management is surprising.

Serhiy Kuyun, the director of A-95, an energy consulting 
group, told the Kyiv Post that when the agency was fi rst in-
troduced it was very popular with businesses, as it had de-
veloped a specifi c approach to energy products, something 
Ukraine used to lack. However, he says that now it's not as 
necessary for them to be separate. 

The constant change in leadership of the energy cus-
toms, says Kuyun, is down to infi ghting "between offi cials 
who want to work with those goods."

Anatoliy Makarenko, the former deputy head of the 
State Fiscal Service from March 2015 to April 2016 and its 
head between 2009 to 2010, told the Kyiv Post that under 
Yanukovych it was liquidated and that the sphere had come 
under the control of the Ministry of Taxes, de facto the 
State Fiscal Service, to help corrupt schemes.

Makarenko alleges that between January 2013 and 
February 2014, 2 million tons of diesel and oil products 
that came through Ukrainian customs were falsely clas-
sifi ed as being for re-export. This meant that no customs 
duties were paid on the products. But instead of being 
transited out of the country, the oil products were deliv-
ered to various destinations within Ukraine. According to 
Makarenko, when he took offi ce and the energy customs 
was reintroduced, this practice stopped. 

Kurchenko schemes
Kuyun told the Kyiv Post that the scheme was controlled 
by Serhiy Kurchenko, a Ukrainian gas mogul close to 
Yanukovych. What made it obvious, according to Kuyun, 
was that the fi gures for the consumption of fuel in Ukraine 
were much higher than the amount being offi cially import-
ed or produced.

"They started to bring fuel in as contraband, more and 
more, so the indicators – because there was a separate 
structure – started to dramatically decrease," Kuyun ex-
plains. "It was becoming too obvious, so they moved it to 
the general ministry, and the losses were spread out. It was 
liquidated to hide the scheme. And so that's why it was re-
created in 2014, to control it again. Because back then tens 
of billions of hryvnias were being stolen."

However, it seems that infi ghting between the different 
groups didn’t stop in 2014.  
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Four letters that could spell trouble for 
your company
What is the GDPR?
•  data protection law

• Companies have less than two (2) years to make the necessary changes 
to be in compliance

• enforceable on 25 May 2018

Which businesses must comply?
• Applies to any company that markets goods or services (whether 

• Applies directly to data processors, such as cloud providers

Why should companies care?
• Maximum fines allowed will be the greater of €20 million or 4% of 
worldwide revenue

• Permits a private right of action for damages against the data con-
troller or processor

• Authorizes public-interest privacy advocates to bring a form of 
class action

Companies that previously viewed noncompliance as low risk need to re-eval-

How can we assist companies to prepare for and comply 
with the GDPR?
• 
• 
• Regulatory Compliance Assessment and Assistance

• 
• 
• 
• Insurance

How is Squire Patton Boggs uniquely positioned?

• 
and Asia Pacific region

• 
• 

including performing data mapping, conducting Data Protection 
Impact Assessments and gap analyses, developing compliance 
programs, drafting policy documents, drafting international data 
transfer agreements, revising contract provisions and communicat-

the implementation of the GDPR

Peter Z. Teluk
Managing Partner, Squire Patton Boggs Ukraine 
Head, Squire Patton Boggs-Salkom International 
Association 
peter.teluk@squirepb.com

A group in parliament that Makarenko supports is lobbying for 
customs to become a separate state agency from the State Fiscal 
Service. The law, No. 3763 on the national customs services of 
Ukraine, which was submitted in January, has yet to be voted on. 

Even if a separate customs service were to be created, Makarenko 
believes the energy customs should also remain separate until cor-
ruption in the country decreases. 

At the moment, he says, the energy customs is coming under at-
tack from the State Fiscal Service. Many of those whom he consid-
ers to be top professionals in the body have been dismissed or left.

Herman Taslytskyy, a lawyer and the head of the public commit-
tee for customs under the Ministry of Finance, has specialized in 
customs for his entire career, says that while there is an aspect of 
professionalism to the separate body, he has doubts that it’s being 
created with a good intention. 

"There were rumors that the customs was created for the bene-
fi t of one person, to make it possible to control in one place all the 
energy resources coming into Ukraine... For many specialists in the 
fi eld, the creation of the energy customs was not connected to the 
reducing custom clearance time or the simplifi cation of the process. 
It was rather connected to some sort of corrupt scheme."

According to Taslytskyy, the creation of the energy customs, 
like much of the corruption in the customs service during the 
Yushchenko period, was designed to achieve greater control over 
certain products.

Flowers, for instance, were only cleared at one specifi c Kyiv re-
gion customs point. Taslytskyy says the energy customs was liq-
uidated in 2011 because of an internal battle over fl ows of money 
– a battle that had been started by the then customs head, Ihor 
Kalyetnyk, appointed in 2010. It was then that the Fiscal Service 
was also liquidated, and the infamous Ministry of Tax and Duties 
created. 

On its re-creation in 2014, Taslytskyy said that there was now no 
obvious economic benefi t to having an energy customs. Although 
it was true that it created a specialization among customs offi cers, 
Ukraine should be trying to automate all its customs processes, he 
said.

And according to Kuyun, the energy customs is again in the pro-
cess of liquidation. The mystery continues. 

Igor Pikovskiy is the acting head of Ukraine’s Energy Customs, a 
separate customs body for gas and oil products. Pikovskiy was 
appointed to the position on Aug. 31 to analyze the work of the 
unit that has gone in and out of business. (Volodymyr Petrov)
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By Yuliana Romanyshyn
romanyshyn@kyivpost.com

Lviv Oblast’s border with 
Poland is clogged daily with 
opportunistic small traders
SHEHYNI, Ukraine – There are lots of road signs in the 
city of Lviv and the surrounding oblast pointing to Shehyni, 
a village of 1,000 people straddling the M-11 highway.

The village, 630 kilometers west of Kyiv, is unremarkable 
but for one thing – at its western end is one of Ukraine’s 
largest border checkpoints with Poland. Most important-
ly, it’s the only one of the region’s six border checkpoints 
that allows people to cross the Ukrainian-Polish frontier 
on foot. 

This has spawned a lively, small-scale smuggling indus-
try in the village, which supplements the locals’ meager in-
comes and raises money for the Polish budget. But it also 
gives trouble to local business and the customs authorities.

Four-dollar trade
After the Soviet Union collapsed in 1991, the local collec-
tive farm in Shehyni closed down, throwing the whole vil-
lage out of work. The few remaining jobs were at the local 
school, health clinic, hotels, restaurant and stores, and at 
the border checkpoint. 

The villagers quickly started to exploit the border trade 
as an additional source of income, playing on the price dif-
ferences for cigarettes and vodka in Ukraine and Poland. 

Once across the border, the value of a pack of Ukrainian-
made cigarettes of well-known brands almost triples. 
Immediately after crossing, Ukrainians hawk their products 
to the Polish customers at an informal market.

People walk along 
the border between 
Ukraine and Poland 
at the Shehyni-
Medyka checkpoint. 
The border is rife 
with smuggling 
from Ukraine to the 
European Union. 
(Kostyantyn 
Chernichkin)
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Vladislav Belotsky
Managing Partner, 
Belotsky Law Office

Maksim Koval
Counsel, 
Belotsky Law Office 

 
 

Intellectual property protection during the movement of goods 
across the customs border of Ukraine
Customs control takes on enormous importance in ensuring there is an appropriate in-

for the comprehensive set of measures and rules governing the movement of goods, 
including the ones containing objects of intellectual property rights across the customs 

this and in view of the territorial principle of intellectual property protection,  importers 

know about customs measures and procedures of intellectual property protection? 
Customs authorities supervise the execution of intellectual property protection on the 

has reason to believe that during the movement of goods across the customs border 
of Ukraine  their intellectual property rights are being, or may be infringed, has the 
right to submit to the customs authorities an application for the promotion of intellec-
tual property rights protection by way of entering related information to the customs 

Rights holders who have registered their intellectual property rights in Ukraine, in par-
ticular, in the customs register of intellectual property objects, is entitled to control by 
means of the customs authority of all import and export operations regarding their 
intellectual property rights, including import and export prohibitions on goods con-

Abeyance of customs clearance of goods 
-

most typical measure carried out by customs authorities is the suspension of the cus-

Provided that, with reference to the customs register of intellectual property ob-
jects, customs authorities detect characteristic features of intellectual property in-
fringement with respect to goods presented for customs supervision and customs 
clearance, their customs clearance shall be suspended and the goods shall be 

-
sion, the customs authorities shall notify the rights holder of the presentation of 
goods to customs clearance and the declarant of the reasons for the suspension of 
customs clearance, and indicate the name and address of the rights holder to the 

property infringement petition and inform customs authorities about this action, 

-
ter abuse their intellectual property rights in an attempt to make manufacturers who 

import or export thereto, “obtain” an intellectual property license from “patent trolls” 
who neither manufacture products nor supply services based upon the intellectual 

every concerned party should realize that with due legal support, all legal issues can be 
solved in an amicable manner

Lyubov Patsan, a pensioner from Shehyni in her mid-50s, is one 
of perhaps hundreds of locals who is active in this shady cross-bor-
der trade.

“I’m doing business – two packs (of cigarettes) and half a liter (of 
vodka),” says Patsan, naming the maximum amount of cigarettes 
and alcohol a person can take across the border per day. 

Any more than that, and a person may be forbidden entry to 
Poland, adds the head of the village council, Ihor Kryveiko. 

Patsan says it takes up to three-and-a-half hours to cross the 
border by foot with her goods. If she sticks within the permitted 
amounts of products, she can make up to Hr 100 ($4) a day. However, 
some traders risk taking more, hoping the border guards won’t be 
too thorough in their checks. Another way is to hide larger amounts 
in a car, as only about one in 20 vehicles are searched.

Every day, a crowd of illegal traders stand in lines to cross the 
border.

“Go and try it – you could have your ribs broken (in the crush of 
people) there,” Hanna, an elderly retiree, said. 

Another illegal trader, she doesn’t want to give her full name. She 
has just returned from the pedestrian border crossing, carrying a 
plastic bag fi lled with pasta from Biedronk, a Polish supermarket.

Hanna gets a monthly pension of Hr 1,200 ($48), and the illegal 
trade gives her much needed additional income. Every pack of cig-
arettes she buys for Hr 15 (60 cents) in Ukraine, she sells for around 
6.5 zloty (Hr 45, or $1.80) in Poland. 

“Life is so good that we just want to die,” she said sarcastically 
about the life in her village.

And it’s not just pensioners who are in on the trade: teachers, 
store workers, and other people with regular jobs are also “doing 
business.” 

Kryveiko won’t say exactly how many villagers are involved in il-
legal trading, only that there are “a lot of them.” Besides the locals 
in Shehyni, which sits practically on the border, people from other 
villages in the area arrive at the checkpoint by bus each day to take 
cheap goods into Poland.

No visa needed
Villagers who live in the 30-kilometer-wide border zone don’t need 
a visa to get into Poland. Around 300,000 people now have permits 
to cross the border without a visa after Ukraine struck the deal on 
local border traffi c with Poland in 2009.

The bilateral agreement allows locals to travel 30 kilometers into 
the territory of Poland for “cultural interchange and regional coop-
eration,” according to the Ministry of Foreign Affairs. But that rule 
could easily be fl outed, as the border service doesn’t check if people 
stay within the zone.

In Poland, brand-name cigarettes 
made in Ukrainian factories can 
sell for almost triple the price in 
Ukraine.
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The agreement is supposed to work the same for both countries, but 
Ukrainians benefi t the most, as Poles already have the right to spend up 
to 90 days in Ukraine without a visa.  

In July, Poland suspended its local border traffi c with Ukraine and 
Russia as a security measure while it hosted the NATO Summit in 
Warsaw and the World Youth Days in Krakow, which was attended 
by Pope Francis. Although local border traffi c with Ukraine resumed 
in August, the suspension triggered a protest rally by local citizens 
with border permits, who blocked off the roads leading to the border 
checkpoint.

Local border traffi c between Poland and Russia remains suspended 
for security reasons. 

Border opportunities 
The border gives the villagers other opportunities to make money be-
sides selling cigarettes and vodka.

Once across the border and having sold their goods, a villager may be 
picked up by a trader transporting Polish products to Ukraine, Kryveiko 
said. Such traders look for people to share the car ride as, according to 
customs rules, the maximum amount of goods for personal usage can-
not exceed 50 kilograms per person or be worth more than €500. With 
an additional person in a car, a trader can avoid paying customs duty, 
while the villager gets Hr 50-70 ($2-3) for the ride.

Some 100 meters from the checkpoint an old, white, Soviet-era Volga 
car is parked with 10-kilogram plastic tubs of honey on its hood. A 
ragged cardboard sign reads “Honey. Hr 50”

But that’s not the price of the honey – it’s how much a person will be 

paid for taking a tub of honey across the border and delivering it to a 
honey trader in Poland.

Locals make money from the illegal trade in Poland, but they spend 
money there as well. According to Polish Main Statistical Offi ce, 
Ukrainians who crossed into the local border zone spent around $180 
million in the fi rst quarter of 2016.

Locals buy cars in Poland, where they are cheaper, and don’t both-
er to re-register them with the Ukrainian authorities. Registering a car 
in Poland costs half the amount it does in Ukraine, and as long as the 
car owner crosses the border at least once every fi ve days, they can keep 
their Polish plates. 

Kryveiko points to a line of cars with the European Union license 
plates: “They are all from our village.”

Border guards’ burden
The crowds crossing from into Poland and back every day compli-
cates the work of customs and border offi cers. Lines frequently build 
up, sometimes with 300-400 cars waiting at the vehicle checkpoint, and 
dozens of people at the pedestrian crossing point.

Levko Prokipchuk, the ex-head of Lviv customs, who is temporar-
ily serving as a head of Ivano-Frankivsk Oblast customs, said that 
around 60-70 percent of the people crossing the border into Poland 
are Ukrainian citizens with local border traffi c permits. He said that af-
ter Poland temporarily suspended the special border-crossing regime in 
July, the lines reduced signifi cantly.

“We have a situation in which the salary they (the residents of 
the 30-kilometer border zone) can earn offi cially… is smaller than 
the amount of money they can earn by trading across the border,” 
Prokipchuk said.

Since the beginning of 2016, Lviv customs has seized around 200,000 
packs of cigarettes from smugglers, Prokipchuk said. 

According to him, bringing the price of cigarettes in Ukraine to the 
same level as in Poland would greatly reduce the problems. Prokipchuk 
also advocates reducing the amount of goods a Ukrainian is allowed to 
carry across the border. Today it’s 50 kilograms per day.

“Once we resolve these two questions, the local border traffi c won’t 
play any role,” he said. 

Obstacles to business 
The lines on the border also disrupt the business of European compa-
nies that have chosen to work in Lviv Oblast specifi cally for its location 
close to EU territory. 

Maryana Lutsyshyn, the head of the western Ukrainian branch of the 
European Business Association, said that a person may have to wait for 
eight hours to cross the border. This is a big obstruction for business-
people who work with companies on both sides of the border, and who 
cross the frontier regularly.

Lutsyshyn also noted that the lines at the border controls vanished 
after Poland’s temporary suspension of the local border traffi c regime, 
but appeared again when Poland lifted the restriction. 

The business community is meeting with the customs authorities, the 
border service and local administrations to try to resolve the problems. 
Lutsyshyn said setting up separate lines for people with permits as a po-
tential solution to the issue of overcrowding at the border.

“We need to fi nd common ground, which would allow investors to 
work, and let them (local border traders) earn a living,” she said. 
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Low taxes on tobacco products give 
green light to Ukraine’s smugglers

With cigarettes being so cheap in Ukraine, there’s a wide 
margin for smugglers to make a good profi t. Moreover, the 
low cost of smoking takes a toll on the nation’s health, with 

high rates of smoking-related diseases and deaths.
Yet parliament is in no hurry to increase taxes on tobacco. In defi -

ance of calls by anti-smoking activists to raise tobacco taxes to combat 
smuggling and improve the nation’s health, the Rada’s tax and customs 
committee has been protecting the interests of the tobacco industry, as 
well as blocking laws to restrict cigarette advertising.

Add to that the rapid fall in the value of the hryvnia, the curren-
cy having lost two-thirds of its value over the last two years, the illic-
it cross-border trade in cigarettes has continued apace. In 2016, even 
high-level diplomats have been caught illegally transporting cigarettes 
to Hungary. 

Tobacco lobby
After parliament’s summer break, the long-running battle resumed 

between the tobacco lobby and anti-smoking activists over the issue of 
tobacco taxes.

In 2015, a proposal for a 40 percent increase in the tax on tobac-
co met stiff resistance from parliament's tax and customs commit-
tee, which supported a rise of only 20 percent. Eventually, the former 
Finance Minister Natalie Jaresko managed to push the increase through 
the Rada, bringing the budget an additional Hr 6 billion ($240 million) 
in tobacco taxes in 2016.

The tax lobby hasn’t given up though, activists say. Plans are afoot 
to block anti-tobacco laws and reduce the rates of increase of taxes on 
tobacco, says Andriy Skipalskyi, the president of Center for Tobacco 
Control.

Skipalskyi said that the head of the Rada’s tax committee, 
Nina Yuzhanina, a member of the pro-presidential Bloc of Petro 
Poroshenko faction in parliament, is on good terms with the tobac-
co industry. And Head of State Fiscal Services Roman Nasirov, who 
was head of the tax committee before Yuzhanina, is also a supporter 
of the industry.

“Whoever happens to be the head of the tax committee, he or she ac-
tively defends the interests of the tobacco companies,” Skipalskyi said.

By Yuliana Romanyshyn
romanyshyn@kyivpost.com
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Yuzhanina and Nasirov had not responded to requests 
for comment by the time of publication.

At a news conference of the Center for Tobacco Control 
on Sept. 20, anti-smoking activists said that besides fi ght-
ing to keep tobacco taxes and cigarette prices down, the 
committee has blocked draft law banning the advertising of 
cigarettes on the internet and the placement of pictures of 
the effects of smoking-related disease on cigarette packs. 
This law, which is supported by the Cabinet of Ministers, 
would bring Ukrainian law into line with European Union 
legislation. According to World Health Organization data, 
6 million people die prematurely each year from the con-
sequences of smoking-related diseases. There are around 
63,000 smoking-related deaths in Ukraine every year, ac-
cording to Ukraine’s Health Ministry.

“There is a confl ict of interest between the tobacco in-
dustry and public health, so none of the activities of the in-
dustry would ever be aimed at reducing tobacco use,” Petro 
Korol, a lawyer of the Centre for Democracy and Rule of 
Law, said at the news conference.

Activists say the price of a pack of cigarettes in Ukraine 
should be the same as in the rest of Europe, which would 
eliminate profi ts from smuggling, raise more money for the 
budget, and decrease the number of smokers. They suggest 
rising the tobacco tax to 50 percent in 2016, bringing the 
price of a pack of cigarettes to an average of €3 (the current 
price in the Baltic states) by 2025.

But many in parliament don’t agree.
Samopomich lawmaker Andriy Zhurzhiy, the deputy 

head of tax committee, said he supports a 30 percent rise in 
the tobacco tax this year, which he said would signal to the 
industry that the tax rate is only going to rise in future. He 
said a gradual increase in the tax should reduce the number 
of smokers, while “not killing the industry.” 

And the government has an interest in keeping the in-
dustry alive: Zhurzhiy said tobacco taxes bring in the sec-
ond biggest share of revenues to the budget after taxes on 
oil. The tobacco companies paid taxes at a rate of Hr 300 
per 1,000 cigarettes in 2015, which raised Hr 10 billion 
($400 million) for the budget.

However, Zhurzhiy said raising tobacco taxes wouldn’t 

resolve the problem of smuggling; to do that, corruption at 
the border would have to be stamped out, he said.

Smugglers’ choice
With the steep currency devaluation and low taxes, 
Ukrainian cigarettes remain some of the cheapest and low-
est-taxed in Europe. In neighboring European Union coun-
tries a pack costs six times more: some of the top brands 
sell for Hr 15-17 (60 cents) a pack in Ukraine, while the 
same brand in Poland costs $4.

That price difference is a boon for smugglers. In the 
Illicit Trade Report 2014, published by the World Customs 
Organization, Ukraine was named as the top country of or-
igin of seized contraband cigarettes. According to the re-
port, 354 cases of smuggling cigarettes were discovered 
in 2014. In 2016, auditors KPMG issued a report naming 
Ukraine the second biggest supplier of illegal cigarettes to 
the EU after Belarus.

Lawmaker Tetiana Ostrikova, also a member of the 
Committee on Taxation and Customs Policy, says tobacco is 
the main type of product smuggled from Ukraine. However, 
nobody knows exactly how many cigarettes leave the coun-
try illegally every year.

But evidence of the size of the problem can be found at the 
country’s border checkpoints and ports. In August, Odesa cus-
toms detained nine containers of contraband cigarettes with 
an estimated value of more than Hr 100 million ($4 million).

Production and consumption fi gures also give an indi-
cation: in 2015, the offi cial fi gure for tobacco consumption 
in Ukraine was 73 billion cigarettes. However, the approxi-
mately 10 million smokers in the country would have actu-
ally consumed, at most, 62 billion, according to the Center 
for Tobacco Control’s Skipalskyi. 

“That leads to a question– where did those 11 billion 
(cigarettes) go?” he asks. The answer is Poland and other 
EU countries, Israel, Egypt, and Turkey, the activists said.

Diplomatic smuggler
Smugglers evade customs (in most cases) by hiding tobac-
co products among other goods, like lumber, using specially 
designed hidden compartment inside cars and trucks, and 
by submitting customs documents with false data, Illicit 
Trade Report says.

In a more brazen case in May, Serhiy Lishchyshyn, the 
husband of a Ukrainian diplomat working in Slovakia, at-
tempted to smuggle 60,000 cigarettes into Hungary, using 
a diplomatic passport. A court punished Lishchyshyn with a 
fi ne and seized his car.

His wife Oksana Lishchyshyn, who had signed a letter 
confi rming that the car was transporting a diplomatic car-
go, didn't lose her job in the diplomatic corps, although she 
was subsequently transferred from the Ukrainian Embassy 
in Slovakia.

“Now, the Foreign Ministry does take care of its employees, 
but what a disgrace! These are diplomats, the elite, respect-
ed people!” Hennadiy Moskal, the governor of Zakarpattia 

A border offi cer 
checks cigarettes, 

seized from a Ukrai-
nian citizen in Za-

karpattia Oblast in 
April. (State Border 

Guard Service)
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ELECTRONIC DECLARATION. Whether transparency becomes the 
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legal proceeds and corruption risks, and determine the benchmark to compare an 

Declaration subjects. 

1 Stage -

of Ministers, Ministers and their deputies, all judges, prosecutors, employees of  

2 Stage -

Declaration objects.
their declarations about? 
• 

• 
• 
• 

not only the property belonging to the declarant person-
ally, 

husband/wife, their children, including adults, (2) persons who are under guardian-
ship, (3) persons living together with him/her, including those who are not married 

In addition, declarations should additionally include the data of the proper-
ty of third parties

Ukrainian central authorities should additionally emphasize their right to gain an 
-

-

The above-mentioned law highly motivates the individuals to be maximally hon-
est in their declarations by bringing them to administrative and criminal liabilities. 

-

-

Denys Bugay
attorney-at-law, partner of VB PARTNERS, 
president of Ukrainian Bar Association

Oblast, wrote about the incident on his Facebook page. “In Zakarpattia, 
cigarettes turn even the elite into bootleggers, plain smugglers.

According to a report by the Ukrainska Pravda news website on 
Sept. 26, Oksana Lishchyshyn has now been fi red from the Foreign 
Ministry for violating her oath of service.

Paying everyone
Meanwhile, the debate continues between anti-smoking activists 
and the tobacco lobby about how to reduce smuggling. The tobac-
co industry’s supporters in parliament say the solution lies in re-
forming customs, putting more staff on checkpoints, installing more 
scanners, and introducing more automated customs procedures to 
cut down on corruption. 

Activists insist the increasing taxes is the key, and they say the 
numbers back them up.

In 2008, cigarette sales in Ukraine stood at 125 billion, while by 
2015 that had almost halved, to 73 billion. Over that period the tax 
on cigarettes has increased by almost 10 times – from Hr 29 per 
1,000 cigarettes to Hr 300.  

Industry expert and Ministry of Health employee Kostyantyn 
Krasovsky said the halving of sales of cigarettes had also halved the 
level of smuggling. “Naturally, the Ukrainian experience proves that 
smuggling from Ukraine has decreased, and the only reason for that 
is the tax increase,” he said.

Krasovsky said the tobacco tax should be increased by at least 50 
percent. That would increase cigarette prices and cut sales, which 
would in turn reduce smuggling, smoking rates, and health problems.

Meanwhile, with a profi t margin of between 500 and 600 percent 
per pack of contraband cigarettes, smuggling is still a lucrative ac-
tivity, Skipalskyi said.

“They can pay everyone,” he said about the smugglers. ”So the 
price of cigarettes matters.” 
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Ukraine has some of the cheapest 
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rettes costs much more.
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By Josh Kovensky
kovensky@kyivpost.com

Corruption fuels illegal 
logging, destroying 
Ukraine’s forestland
CHERNIVTSI, Ukraine – Ukraine’s forests are 
rapidly disappearing as foreign corporations 
import thousands of tons of illegally cut tim-
ber through the nation's western borders.

Environmental and anti-corruption activ-
ists allege that companies operating sawmills 
near Ukraine’s border with Romania, Poland 
and Hungary are processing the illegally cut 
wood, in violation of Ukrainian forestry and 
customs law, as well as a recent moratorium 
on log exports. 

World Wildlife Fund Ukraine coordinator 

Bohdan Prots said the customs service is large-
ly to blame.

“Without the customs, none of this would 
be possible,” Prots said. “The state is losing 
tens of millions of hryvnias.”

Illegal logging infl icts massive budget-
ary losses on the Ukrainian state through 
tax revenue lost to smuggling. But the sheer 
quantity of the logging is fast destroying the 
Carpathian forests: fl ooding and landslides 
have increased in the area as trees which 
would have normally sucked up water and 

Lumber being loaded onto trucks in 
Tyachevskiy region of Zakarpattia Oblast. 
Many logs are unmarked, allowing traders 
to classify them at lower prices and differ-
ent species of wood. (Oleksandr Zobin)



29[KYIV POST LEGAL QUARTERLY] #03/2016

ADVERT ISEMENTB U S I N E S S  A D V I S E R

Ivan Shynkarenko
Partner, Ph.D. in Economics,  "KM Partners"

KM Partners
5 Pankivska St., 5 floor, Kyiv 01033, Ukraine; admin@kmp.ua, 
www.kmp.ua, www.wts.ua, +38 044 490 7197

Is the state willing to prevent tax-free import using the scheme of splitting the 
dispatches at last?

importers report that their business is damaged by unprecedented proliferation of 

Reportedly, one of the private brands of the Polish low cost supermarket network 
-

-

Under the schemes of tax-free import, the goods enter internal market without cus-

without any requirements to safety, to which a “businessman”, wishing to raise the 

-
loaded to vans, which enter Ukraine, and then are loaded to trucks for carrying 

Until recently, this situation appeared to trouble only law-abiding business that 
-

liability of citizens, engaged in such schemes, for example stricter control of the 
-

conditions for tax-free import - a citizen may apply the relief once per week and on 
-

prevented erosion are no more, while mud dragged into local rivers 
pollutes the water supply. 

The destruction of the forest places many rural communities in 
danger. According to Prots, water that the trees would otherwise 
soak up is allowed to fl ow more freely.

“It’s a very serious situation, but nobody is thinking about it seri-
ously,” Prots said. “We have situations where there was rain for four 
days, but the river water is still dirty because there were no trees to 
fi lter it.”

Contract data obtained by the Kyiv Post shows that Austrian fi rm 
Holzindustrie Schweighofer concluded agreements with 129 sep-
arate state-owned forestry enterprises in Ukraine for the export of 
lumber. Schweighofer operates a number of sawmills in Romania 
along the border with Ukraine. One of these, according to compa-
ny statistics, located in the Romanian city of Radauti, imported 95 
percent of the company’s Ukrainian supply in 2015, at 940,000 cu-
bic meters.

State Fiscal Service statistics say that 1,239,545 cubic meters of 
logs were exported from Ukraine to Romania in 2015, meaning that 
around 75 percent of all Ukrainian wood exports to Romania went 
to Schweighofer.

However, the state-owned forestry enterprises that supply 
Schweighofer’s wood regularly violate the law in their logging.

A World Bank-funded forestry project estimated that 15.9 mil-
lion cubic meters of wood were cut in 2015, while the creation of 
new forests dropped by 20,000 hectares to 2,400 in the same year, 
even though Ukrainian law mandates that foresters replant cut ar-
eas within two years.

Schweighofer would not make any of its employees available for 
an interview. When a company spokesman was informed of the sto-
ry, he suggested that the Kyiv Post choose a more “interesting and 
dynamic” topic than the rape of the country’s forests. A later re-
quest led to Schweighofer saying, “We respect the laws of the coun-
tries where we are present.”

The regional customs offi ce in Chernivtsi, a city of 255,000 peo-
ple located 527 kilometers southwest of Kyiv, did not reply to re-
peated requests for comment. 

Lumbering schemes
Ukraine’s government owns around 74 percent of the country’s for-
ests through the State Forest Agency. But according to Volodymyr 
Boreyko, the director of the Kyiv Ecological-Cultural Center, illegal 
logging is occurring “across the entire territory of Ukraine.”

Those who run the logging schemes tend to be connected with 
state-owned forestry enterprises, 307 of which exist in Ukraine.

Andis Priendieks, a Latvian businessman working in the 

Illegal logging is fast destroying 
the Carpathian forests, placing 
many rural communities in danger.
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Vinnytsia forest industry, told the Kyiv Post he was shot at 
after exposing a scheme under which a local state forest-
ry enterprise was selling off its forests by marking down the 
exports as fi rewood.

Much of the logging is concentrated in the historic re-
gion of Bukovyna, where the forests had until recently re-
mained almost untouched. Activists with the Patriotic 
Community of Bukovyna now say that up to 60 percent 
of Bukovyna’s forests have been destroyed in the past few 
years.

In the center of the area, among the foothills of the 
Carpathian Mountains, sits the State Forestry Enterprise of 
Berehomet.

Mykola Petichenko, an activist with the Patriotic 
Community of Bukovyna who has the dangerous hobby of 
driving around the Chernivtsi countryside, chasing and ex-
posing smugglers, said that Berehomet is a regional center 
for illegally cut wood. The Berehomet state enterprise is lo-
cated next to a railway line that leads to Romania.

Evidence of the illegal business is not hard to fi nd. While 
out on an expedition with the Kyiv Post, Petichenko came 
across a truck on a forest road with a full load of wood, its 
engine idling, around a mile downhill from the logging site.

None of the wood was tagged, and all of it was of differ-
ent qualities, with a large, rotten log sitting at the center, 
known as a “balance” in Ukrainian. 

Petichenko said that the lack of tagging was illegal. 
He added that in such cases, the entire load would be la-
beled as cheap, low-quality, rotting wood to be used as 
fuel. In reality, Petichenko said, the shipment’s recipient 
would get a load that was mostly composed of quality 
wood, while on customs documents it would be marked 
as wood of the lowest quality in order to lower the tar-
iff amounts. 

The truck driver, who declined to provide his name, said 
that the load of wood was headed for Berehomet.

Springtime for Schweighofer
Ukrainian law stipulates that loggers must mark the qual-
ity of the wood at the place at which it was cut down, so as 
to prevent fraud. But the Berehomet log supply was with-
out any markings.

According to contract information obtained by the Kyiv 
Post, Berehomet concluded a contract with Schweighofer 
that saw the state-owned enterprise sell roughly $700,000 
in lumber in 2015.

When presented with the number, Schweighofer said 
that it had not received any logs from Berehomet since 
the moratorium was in place. While the Kyiv Post was at 
Berehomet, a postal worker walked in saying he was carry-
ing mail from Schweighofer.

“If they receive a certifi cate confi rming the origin of the 
goods, (customs) have no right not to block the export,” 
said Andrew Zablotskyi, a partner at Sayenko Kharenko 
who focuses on customs law.

Petichenko, along with Valeriy Airiniy, another Bukovyna 
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While specifi c fi gures are hard to come by, experts familiar with Ukraine's illicit cross-border trade say that the top fi ve illegally smuggled 
imports are clothing, electronics, cars, appliances and fuel. The top illegal exports: cigarettes, liquor, nuts, lumber and coal.

A lumberjack cuts 
down a tree in 
Zakarpatia Oblast. 
(Oleksandr Zobin)
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activist, claims that Schweighofer would be unable to import the wood 
without bribing customs offi cials. 

Alina Semeniuk, the editor of Weche, an independent Chernivtsi web-
site, said that the company was notoriously “careful” when it came to 
dealing with the customs service, but that it would be diffi cult to com-
plete the exports without some sort of approval from the institution.

The customs service’s obligation to verify the wood, combined with 
the mass fraud which allows the export trade to occur, means that 
Schweighofer must be implicated in the violation, the activists claim.

In 2013, Schweighofer was at the center of controversy after 
Romanian journalists revealed that the company was illegally cut-
ting wood in their country, and is under criminal investigation over the 
allegations. 

Schweighofer said that it complies with all local legislation.

Moratorium
Ukraine instituted a moratorium on the export of logs, apart from pine 
wood, in a July 2015 law passed with the intention of stimulating do-
mestic wood production.

Although Fiscal Service statistics suggest that the law has succeed-
ed in stimulating 15 percent growth in lumber processing centers since 
it went into effect, a closer look reveals that the law has in fact creat-
ed an entirely new smuggling market, making reams of otherwise legal 
wood contraband.

“Part of the forest is still being cut down,” said Herman Taslitsky, the 
head of the customs committee at the Ministry of Finance. “For us, it 
couldn’t be any other way. It’s forbidden, but for some people (logging) 
is still possible.”

Prots, the World Wildlife Fund coordinator, said that “holes in the 
law” mean that the moratorium is not being observed.

“The easiest hole is presenting any kind of lumber as fi rewood on pa-
per, when in reality its high-quality wood,” Prots said.

Since pine is the only species of tree permitted under the moratorium 
(it too will be banned from 2017), many exporters mark their loads as 
pine trees. In Bukovyna, very little pine grows, even though most of the 
lumber exports from the region are marked as being of that type. 

Schemes and consequences
For the villagers who perform the actual tree cutting, the work can be 
profi table. 

“Part of the money earned from export stays at the state enterprise,” 
said Semeniuk, the Chernivtsi journalist. Semeniuk added that villagers 
could earn up to Hr 10,000 ($400) a month from the schemes.

“For a villager, that’s good money,” Semeniuk said. 
Storozhynets General Prosecutor Dmytro Ilka, an appointee of former 

Prosecutor General Viktor Shokin, whose area of responsibility encom-
passes Berehomet, said that his offi ce had not yet opened any investiga-
tions into the state forestry enterprises. When confronted with the fact 
that the Kyiv Post was able to see direct violations on a day trip, he de-
murred, saying that the prosecutor’s offi ce had not seen any evidence. 

“But we’ve opened investigations into private forest enterprises for 
illegal logging,” he said. 

Semeniuk said that a clean customs service plus the state divesting 
from its forestry enterprises could solve the problem. 

“For the state, it’s a business,” said Semeniuk. “The whole system 
needs to be changed.”  

Cut-down trees in Verkovyna region of Ivano-Frankivsk Oblast in 
2016. The ecological consequences of deforestation include massive 
landslides and fl ooding.  (Yurko Dyachyshyn) 
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A man looks at smartphones through the window of a shop 
in an underpass in Kyiv’s downtown on Sept. 23. Despite the 
fact that Apple hasn’t yet offi cially launched the distribution 
of its newest iPhone 7 in Ukraine, lots of non-authorized 
shops are already selling them. (Volodymyr Petrov)

Ukrainians 
smuggle Apple 
devices from 
abroad to save 
money

Despite average salaries of only $2,000 per year, many 
Ukrainians still long to possess an iPhone.  

But while U.S. customers can buy a new iPhone 6S for 
$549, Ukrainians have to pay $730 for the same model at an of-
fi cial distributor’s store. So many Ukrainians opt for cheaper, 
smuggled Apple gadgets.

Hand-held electronics are easy to transport and pound-for-
pound are more profi table than other goods. As a result, devices 
such as Apple smartphones, tablets and watches are popular with 
Ukrainian smugglers.

But even though the smuggling gives Ukrainians the possibil-
ity to buy a device they would probably put off buying due to its 
high price, it’s the consumer who ends up without any guarantee 
of the gadget’s proper functioning in the future.

By Denys Krasnikov
krasnikov@kyivpost.com



33[KYIV POST LEGAL QUARTERLY] #03/2016

NOVEMBER 29, 2016
HILTON KYIV HOTEL

Help the Kyiv Post identify 30 leaders under 30 years of age. 

Send nominations to: kp30under30@gmail.com
with the subject line: 30 under 30.

DEADLINE: Oct. 3

UKRAINE’S FUTURE IS IN YOUR HANDS!

Most devices are ‘gray’
The volume of smuggling of Apple devices is vast. Just in the last seven 
months, from January to July, the State Fiscal Service recorded 41 cases 
of violations of customs procedures while such devices were brought into 
the country. Over this period it confi scated 435 smartphones worth Hr 2.5 
million ($100,000) - and all of them were Apple devices.

Back in 2014, the State Fiscal Service seized 7,506 units of various 
makes of smartphones worth  Hr 15 million ($600,000). Over 1,300 units 
worth Hr 14 million ($560,000) were confi scated in 2015. And over the 
last year, the authorities have searched at least six different shops and 
arrested Apple gadgets worth over Hr 10 million ($400,000).

However, experts say the scale of the illegal trade is even larger than 
that.

Viktor Sholoshenko, the marketing director at Citrus, a Ukrainian 
chain of electronics shops, claims that most internet retailers in the 
country sell “gray” gadgets, and those produced by Apple are in high 
demand. 

While it has in-country operations in Ukraine’s neighbors, Russia and 
Poland, Apple does not work directly with Ukraine. Instead, the tech 
company has certifi ed two fi rms to distribute the company’s devices to 
local vendors. These are ERC and ASBIS. 

But Sholoshenko says roughly 85 shops out of 95 probed on the inter-
net offer iPhones that are not authorized by the offi cial distributors. It’s 
the same story with offl ine sales.

“Apple and offi cial distributors would never certify the numerous 
stalls that sell iPhones in open markets or inside underground metro 
passages,” he said.

Sholoshenko added that only Apple can know the real picture of ille-
gal sales of its gadgets in Ukraine, as it knows how many devices it has 
sold to a particular country and how many of them have been activat-
ed there.

Apple Inc. did not reply to a voice message and three e-mails seek-
ing comment.  

Corruption is involved
Yulia Marushevska, the head of Odesa Oblast’s customs service, be-
lieves that a huge amount of illegal Apple gadgets are available on the 
Ukrainian electronics market. She knows at least two ways of importing 
commodities into Ukraine dodging taxes: simple contraband, and bring-
ing in goods in violation of intellectual property rights.

But both options, according to her, defi nitely involve corruption.
“Nobody would smuggle in just 100 phones. They bring in batches – 

thousands,” Marushevska told the Kyiv Post. “That can’t go unnoticed. 
It is clear that there must be some agreements.”

Marushevska said that the solution would be to ensure the proper 
work of Ukraine’s border service and internal authorities.

“(This means) stopping contraband at the border and, at the same 
time, continual punishment inside the country – seizing this product 
from the market and shutting down small shops,” she said.

A Kyiv Post source, whose company works with offi cial distribu-
tors but who wished to stay anonymous because of fears that author-
ities would search his company, said that “more than 60 percent of 
Apple products are shady” and that most of the devices “get in Ukraine 
through kickbacks” on the border. 
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“The volume of smuggling is so huge… (that) we are being forced to 
leave the market,” the company owner said.

According to him, it’s almost impossible to resell offi cially imported 
Apple gadgets. “We sell legal electronics, pay all the taxes, and are being 
criticized by customers for our prices, because people have got used to 
the prices of smuggled products.”

Fiscal Service Head Roman Nasirov didn’t respond to requests for 
comment, but in the answer to questions from the Kyiv Post the Fiscal 
Service denied there were any customs bribery schemes, and said that 
there were plenty of other semi-legal ways to bring non-authorized 
electronics into the country.

For instance, citizens can bring in goods worth less than €1,000 and 
less than 50 kilograms in weight, although, the law says these goods 
mustn’t be for commercial purposes. According to the Fiscal Service, 
this loophole is used widely. And in another shady maneuver, electron-
ics are hidden among goods that have lower customs tariffs, like food.

According to the Fiscal Service, more scanning devices are needed on 
the border to stop such smuggled consignments of electronics.

A different perspective
However, some think that the problem lies not with the current laws or 
corruption, or the lack of modern scanners on the border, but in the mo-
nopolization of this business by just two companies.

Volodymyr Kolodiuk, the president of the Unitrade Group Holding, 
and the brother of the famous Ukrainian venture capitalist Andrey 
Kolodiuk, said that today plenty of companies are ready to import elec-
tronics of the same quality to Ukraine, but charging much less than the 
offi cial distributors do.

“As a result, the devices cost signifi cantly more than on the U.S. and 
European markets. The offi cial distributors earn excess profi ts due to 
such a monopoly,” Kolodiuk, whose shop City.com has admitted selling 
“gray” gadgets, told the Kyiv Post. “In the civilized world this is called 
parallel importing (when one buys goods in one country cheaply, and 
sells them more expensively in another country).”

“It’s not business that suffers from this situation,” he went on. “It’s 
ordinary people, who have to pay too much for desirable goods.” 

The Kyiv Post’s IT coverage is sponsored by Beetroot, Ciklum and 
SoftServe. The content is independent of the donors. 

5 TELL-TALE SIGNS 
THAT AN IPHONE BOUGHT IN UKRAINE
IS AUTHORIZED

16GB

BOX FRONT SIDE BOX BACK SIDE
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3

Only Ukrainian suffixes in commodity 
code: UA/A, RM/A, Z/A, SU/A, RK/A

There must be a clip for taking out the SIM card
The warranty can only be issued 
by two companies: ASBIS and ERC

The sticker must  
only be in Ukrainian

The charging wire must be 
with a standard European plug.

By Iryna Savchuk, Stella Shabliovska, Kyiv Post  I  SOURCE: ERC

Part No. MG4J2RM/A

There are several ways to distinguish a legally imported and distributed Apple iPhone from an unauthorized device.
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