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LEGAL REGULATION OF CRYPTOCURRENCY
RELATIONS WITH IN UKRAINE: EU EXPERIENCE

Abstract. Purpose. The paper aims to study some aspects of the legal regulation of relations with
cryptocurrency in Ukraine and the EU and suggest improvements for Ukrainian legislation on virtual assets.

Research methods. To achieve the goal, the following research methods were used: hermeneutic
semantic, system-structural, comparative legal, and others. The hermeneutic semantic method was used to
study the content of the "cryptocurrency” concept in Ukraine and the EU. The system-structural method
was employed to determine areas for improving the Law of Ukraine On Virtual Assets. The comparative
legal method was used to raise the question about the possibility of paying tax for owned virtual assets;
to present a proposal to introduce taxation of cryptocurrency transactions, drawing attention to
the experience of the EU; to submit a proposal to amend the Civil and Commercial Codes of Ukraine
following the experience of the EU.

Results. The scientific novelty consists in the study of relations on the legal regulation of relations with
cryptocurrency in Ukraine, including transactions involving cryptocurrency, as well as in determining
ways to improve the Law of Ukraine On Virtual Assets and developing provisions for the payment of funds
to the state budget by the owners of virtual assets. Proposals to the Tax Code, Commercial Code, and Civil
Code of Ukraine following the EU experience have been suggested.

Conclusions. It is proposed to make various changes and additions to the Law of Ukraine On
Virtual Assets. The question was raised about the possibility of taxing commercial transactions
with cryptocurrency and taxing transactions to purchase virtual assets (cryptocurrency units) from
owners. A proposal was submitted to the Tax Code of Ukraine on the possibility of applying such taxes
to cryptocurrency owners: on profit and capital gains. It is proposed to amend the Commercial Code
of Ukraine regarding the possibility of using cryptocurrency by business entities. A proposal was made to
develop a database containing data on the acquisition of virtual assets and their use to obtain information
on confirmation of ownership and any transactions with cryptocurrency. It is proposed to provide Fiscal
Service authorities with access to such a database for taxation of transactions with virtual assets.

Key words: cryptocurrency, Bitcoin, virtual assets, electronic money, Tax Code of Ukraine, Civil
Code of Ukraine, Commercial Code of Ukraine.

1. Introduction ability of electronic funds is not yet taxed

In Ukraine, a considerable number of peo-
ple already own cryptocurrency. The specified
currency is convenient for performing various
operations on the market. However, the avail-
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under the law. Thus, our state loses a signifi-
cant amount of funds that could have been
paid to the budget by the owners of the speci-
fied currency.
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In wartime, it is essential to fill the budget
of Ukraine and conduct activities for business
entities to support the economy of our state.
The world has been discussing cryptocurren-
cies for a long time, in particular, regarding its
official use as a means of payment. EU states
have adopted legislative which allow using
cryptocurrency officially. Ukraine, in turn,
has also adopted a corresponding legislative
act on the legal regulation of cryptocurrency
and the possibility of its official use on the terri-
tory of our state.

Literature review. Issues of legal support
for the circulation of cryptocurrencies are
relevant both in the legal science of Ukraine
and the EU countries and in Asia and Amer-
ica. We can name some authors who studied
these issues: Akiko (Akiko, 2018), Arias-Oliva
et al. (Arias-Oliva et al., 2019), Barsan (Bar-
san, 2019), Carreira et al. (Carreira, Pinto P,
Pinto A., 2020), Chiritd and Nica (Chirita,
Nica, 2020), Chornous (Chornous, 2019), Ciri¢
and IvaniSevi¢ (Ciri¢, IvaniSevi¢, 2018), Dere-
vianko and Turkot (Derevianko, Turkot, 2018),
Derevianko (Derevianko, 2017), Kolkova
(Kolkova, 2018), Kshetri (Kshetri, 2017), Liu
etal. (Liu et al., 2021), Miciuta (Miciula, 2019),
Miraz and Ali (Miraz and Ali, 2020), Mykhai-
lovskyi and Kostiuk (Mykhailovskyi, Kostiuk,
2019), Novikov (Novikov, 2017), Solodan
(Solodan, 2019), Vinnyk et al. (Vinnyk et al.,
2021), (Yaneva, 2021), and others. However,
constant changes in theory, practice, and legis-
lation require new research, including in terms
of studying and considering the positive aspects
in the legislation of EU countries.

Research methods. To achieve the goal, the fol-
lowing research methods were used: hermeneutic
semantic, system-structural, comparative legal,
and others. The hermeneutic semantic method
was used to study the content of the "cryptocur-
rency" concept in Ukraine and the EU. The sys-
tem-structural method was employed to deter-
mine areas for improving the Law of Ukraine On
Virtual Assets. The comparative legal method
was used to develop regulation on paying tax
for owned virtual assets; to present a pro-
posal to introduce taxation of cryptocurrency
transactions, drawing attention to the experi-
ence of the EU; to submit a proposal to amend
the Civil and Commercial Codes of Ukraine fol-
lowing the experience of the EU.

Purpose. The paper aims to study some aspects
of the legal regulation of relations with cryptocur-
rency in Ukraine and the EU and suggest improve-
ments for Ukrainian legislation on virtual assets.

2. Determining the notion of cryptocur-
rency in Ukraine and the EU

There is no definition of "cryptocurrency”
in the legislation of Ukraine. This term is given

as a generalizing concept, and the term "virtual
asset” is used. It is essential that Ukraine has
adopted a regulatory document that will regu-
late legal relations with cryptocurrencies as part
of innovative technologies. Otherwise, it could
lead to an increase in the size of the "shadow"
market (Chornous et al., 2019, p. 5). After this
law enters into force, it will be possible to receive
tax deductions to the budget from the taxation
of transactions with virtual assets.

According to the Law of Ukraine On Vir-
tual Assets, which has not yet entered into
force, the term "virtual asset” means an intangi-
ble asset that is subject to civil rights, has value,
and is expressed in a set of data in electronic
form (On virtual assets, 2022).

V.I. Mykhailovskyi and O.V. Kostiuk refer
to cryptocurrency by the term "virtual cur-
rency" and give it such a characteristic — it is
a digital measurement of value. It is a means
of payment when performing, in particular,
business, and other operations. It is used with
the help of computer systems (Mykhailovsky
and Kostiuk, 2019, p. 230).

Mariya Yaneva notes that cryptocurrency is
a financial resource developed to pay for various
operations using the latest computer technolo-
gies (Yaneva, 2021).

Nora Chiritd and Ionut Nica note that
the cryptocurrency appeared due to people's
distrust of banking institutions and the inabil-
ity to return funds in the event of certain sit-
uations related to both the activities of banks
and the economic situation in the country in
particular. The depreciation of the national
currency plays a significant role. In this regard,
there is a demand for cryptocurrencies in
the world. The authors mark that cryptocur-
rency is a digital asset. In Romania, as in other
countries, electronic money is used; in partic-
ular, one of its types is Bitcoin (Chirita, Nica,
2020).

3. Peculiarities of legal regulation of rela-
tions with cryptocurrency in Ukraine

On February 17, 2022, the Verkhovna Rada
of Ukraine adopted the Law of Ukraine On Vir-
tual Assets (On virtual assets, 2022). This law
will come into force with the adoption and publi-
cation of alegislative act on the taxation of trans-
actions with virtual assets. Thus, together with
the entry into force of this law, it will be neces-
sary to pay taxes on income received from trans-
actions with cryptocurrency. The existing law
regulates legal relations that arise with cryp-
tocurrency and considers such types of virtual
assets as secured (certifying property rights)
and unsecured (not certifying rights). The state
authorities that will regulate activities with
virtual assets are the following: the National
Securities and Stock Market Commission
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(unsecured assets) and the National Bank
of Ukraine (secured assets). The State Regis-
ter of service providers related to the turnover
of virtual assets will be created, where it will be
possible to find information about the relevant
service providers. Obtaining permission will be
obligatory to provide the services (On virtual
assets, 2022).

For proper control over transactions with
cryptocurrencies in Ukraine, a database should
be developed, indicating data on the purchase
of virtual funds and their use. From this data-
base, cryptocurrency owners will be able to
obtain information about the confirmation
of ownership and any transactions with the spec-
ified currency, following the experience of which
scientists R. Carreira, P. Pinto, and A. Pinto
(Carreira, Pinto P, Pinto A., 2020). The Fiscal
Service authorities should access the specified
database to tax virtual assets and operations
with them. Such experience deserves to be
studied and implemented in Ukrainian legisla-
tion. We also consider it urgently necessary to
define in the Law of Ukraine On Virtual Assets
a list of documents that can be used to confirm
ownership of cryptocurrencies. We consider it
urgently necessary to introduce amendments to
the Law of Ukraine On Virtual Assets and addi-
tions to the Tax Code of Ukraine regarding
the taxation of commercial transactions with
cryptocurrency and the taxation of transactions
involving the acquisition of virtual assets from
owners. Owners of electronic funds must pay
taxes for the presence of such assets.

4. Experience in legal support of transac-
tions with cryptocurrencies in the EU

The EU countries regulate transac-
tions with cryptocurrencies in diverse ways.
Some countries have adopted a legislative
act that regulates transactions with virtual
assets, and in others, these legal relations
remain unresolved. Many scientists study
the relationship between participants in
cryptocurrency transactions in different EU
countries. In particular, Zoran Ciri¢ and Sto-
jan IvaniSevi¢ investigate such transactions
in Malta (Ciri¢, IvaniSevi¢, 2018); Ireneusz
Miciula Investigates legal relations related
to electronic money in Poland (Miciula,
2019); Kateryna Solodan investigates rela-
tions with cryptocurrency in Eastern Europe
(Solodan, 2019); Andrei Novikov determines
the specifics of virtual asset turnover in Esto-
nia (Novikov, 2017); Mario Arias-Oliva, Jorge
Pelegrin-Borondo, Gustavo Matias-Clavero
consider the legal danger of cryptocurrency
settlement operations in Spain (Arias-Oliva
et al., 2019); Iris M. Barsan studies the legal
regulation of relations with electronic money
in France (Barsan, 2019); Andrea Kolkova
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examines legal relations with cryptocurrency
in the Czech Republic (Kolkova, 2018), etc.

Zoran Ciri¢ and Stojan IvaniSevi¢ consider
Maltese legislation to be one of the best for
implementing and developing operations with
so-called "electronic money" (Ciri¢, Ivanisevic,
2018, p. 565). Ireneusz Miciula compares
the use of virtual money in different countries
and the development of operations with them
and considers the use of cryptocurrencies by
the Polish economy as a reserve for develop-
ment (Miciula, 2019).

R. Carreira, P. Pinto, and A. Pinto provide
information that in some European countries, if
required to confirm the right to use electronic
money when making transactions with it, a docu-
ment indicating the source of origin and the right
to use, own, and dispose of the relevant currency
can be provided through the system (Carreira,
Pinto P, Pinto A., 2020). Thus, in many EU
states, an essential feature of cryptocurrency
transactions disappears — anonymity, which is
crucial for many participants in such transactions
(officials, deputies, senators, public figures, cult
workers, etc.) (Derevianko, 2017). Therefore,
the advantage of cryptocurrencies over tradi-
tional currencies remains only rapid growth in its
cost in such countries. However, after the attack
of the Russian Federation on Ukraine, the value
of cryptocurrencies around the world has rapidly
decreased. For the state, a register of cryptocur-
rency owners, unlike for such owners themselves,
is an absolute positive because it is possible to
prevent corruption manifestations and control
the receipt of money from trading objects with-
drawn from civil circulation.

Kateryna Solodan examines the procedure
for taxation of income and assets resulting
from changes in relations with virtual assets
in Europe and notes that there is a difficulty
in taxation due to the lack of data on the own-
ers of such assets. One of the essential features
of relations related to cryptocurrencies is ano-
nymity. Persons who own, use, and manage
electronic funds may be subject to the follow-
ing taxes: income and capital gains. The scien-
tist points out that tax rates on these assets are
among the lowest in some Eastern European
countries. Hence, users in these countries are
more likely to try to make payments in cryp-
tocurrency instead of payments in European
and national currencies (Solodan, 2019). In
our opinion, it is necessary to take into account
the experience of some European countries
and continue research in the area of determining
the possibility of making additions to the Tax
Code of Ukraine regarding the introduction
of income tax on cryptocurrency transactions.
We consider it appropriate to establish low tax
rates compared to the general ones and develop
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proposals to increase criminal liability for tax
evasion (mandatory payments). Specialists
in criminal law should conduct such studies.
Ukraine has no capital gains tax (tax on with-
drawn capital) yet. It is unlikely that it should
be introduced in the nearest future. The pos-
sibility of introducing a new tax into the legal
field of Ukraine should be considered by scien-
tists and practitioners based on the experience
of some Eastern European countries.

Andrey Novikov notes that the rules for
conducting transactions with cryptocurren-
cies are established at the legislative level in
Estonia. This country has adopted legislation
according to which it is possible to make trans-
actions and be the owner of electronic money
officially. The scientist notes that virtual assets
will occupy an increasingly important place
in the financial market every year (Novikov,
2017). Mario Arias-Oliva, Jorge Pelegrin-Bo-
rondo, and Gustavo Matias-Clavero note that
consumers are wary of cryptocurrencies in
Spain, given the various risks. However, indi-
viduals and companies can use cryptocurrency
as a means of payment. In general, virtual assets
provide an opportunity to create innovative
technologies when performing transactions
(Arias-Oliva et al., 2019).

Iris M. Barsan studies the legal regulation
of relations mediated by cryptocurrencies in
France and notes that with the emergence
and spread of electronic money in the world,
the country could not stand aside and had to
regulate the relations involving operations
with virtual assets at the legislative level. In
2019, the relevant law was adopted, which pro-
vided for the implementation of registration
procedures by intermediaries engaged in such
activities and obtaining a license to carry out
activities with cryptocurrency (Barsan, 2019).
Czech researcher Andrea Kolkova points out
that the Czech Republic has a legislative act
regulating cryptocurrency transactions. Busi-
nesses can use electronic currency when per-
forming transactions in general and conducting
trading activities in particular (Kolkovd, 2018).
In our opinion, the research of the French
and Czech experience requires amendments to
the Law of Ukraine On Virtual Assets, the Law
of Ukraine On Licensing Economic Activities,
and the Commercial and Civil Codes of Ukraine
in terms of the possibility of full legitima-
tion of transactions involving cryptocurrency,
the introduction of licensing of at least oper-
ations with mining, i.e., deduction, mining,
generation of units of cryptocurrency, taxation
of at least income or profits received from trans-
actions involving cryptocurrency.

5. Conclusions. Shortly, cryptocurrency
will become popular and necessary for making

payments and other operations in most coun-
tries. Electronic money will likely displace cash
from circulation and become, if not the only,
then the leading payment system in the world.

The experience of legal support for cryp-
tocurrencies in EU member states varies in
terms of liberalism and tax rates. However,
the general trend by the example of Malta,
France, the Czech Republic, and Estonia indi-
cates the application of preferential taxation
compared to the taxation of income from activ-
ities in other areas and sectors of the econ-
omy and household taxation. In some Euro-
pean countries, information about the owners
of cryptocurrency units is entered into com-
puter registers, eliminating anonymity as one
of the critical characteristics of cryptocurrency
transactions since it is provided to the com-
petent state authorities. It is unlikely that
Ukraine needs this experience now. With all
the convenience of functioning of such regis-
ters for the state, the latter will not technically
always be able to obtain and process such infor-
mation, eliminating its authority. This is with-
out considering the potential refusal of many
citizens and enterprises of Ukraine to acquire
ownership of cryptocurrency units openly.

Today, it is advisable to amend the Civil
Code and Commercial Code of Ukraine as
general legal acts regarding the recognition
of virtual assets as alternative means of pay-
ment since this is defined in the special Law
of Ukraine On Virtual Assets. Even more crit-
ical will be the development and introduction
of amendments to this law and the Tax Code
of Ukraine regarding introducing a tax on
income received from cryptocurrency trans-
actions. The paper argues for the need to
establish low compared to the general tax
rates and disrupt the scientific discussion, in
particular within the framework of the sci-
ence of criminal law, regarding the advisabil-
ity of establishing increased liability for tax
evasion from such activities, as well as to start
a discussion about the need to introduce in
Ukraine capital gains tax (withdrawal tax).

The issue of the need to develop a data-
base that will contain data on the acquisition
of virtual funds and their use remains debatable.
From this database, cryptocurrency owners will
be able to obtain information about the confir-
mation of ownership and any transactions with
cryptocurrency. It will be necessary to provide
access to the specified database for the fiscal
service to control the taxation of virtual assets
and transactions with them.

Analysis of the debatable aspects of the func-
tioning of cryptocurrency transactions, named
in the two previous paragraphs, should be
devoted to the following scientific research.
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IIPABOBE PETYVJIIOBAHHS BIJHOCHH I3 KPHIITOBAJIIOTOIO B YKPATHI:
HOCBIJ €C

Anorauis. Mema. MeToio cTaTTi € IOCTIIZKEHHS OKPEMUX €JIEMEHTIB MTPABOBOTO PEryJIIOBAHHS BiJl-
HOCHH i3 KPUITOBAIIOTOIO B YKpaiHi Ta €C i Ha/laHH4 IPONO3UILIH 10 YKPAiHCHKOTO 3aKOHOJABCTBA PO
BipTyasbHi aKTHBL.

Memoou docnidscenns. [l nocsirHeHHst MeTH GYJI0 BUKOPHCTAHO TaKi METOAM AOCTI/KEHHS: Tep-
MEHEeBTUYHO-CeMaHTUYHNH, CUCTeMHO-CTPYKTYPHUH, MOPIBHSJIbHO-IIPaBOBUI Ta iHII. lepMeHeBTHYHO-
CEMAHTUYHMI METOJI BUKOPUCTAHO IMiJl 4ac JOCIIUKEHHS 3MICTY MOHATTS «KPUITOBANIOTa» B YKpaiHi
ta €C. 3a I0MOMOTroOI0 CHCTEMHO-CTPYKTYPHOTO METO/y BU3HAYEHO HANPSIMHU BIOCKOHAJIEHHS 3aKOHY
Vkpainu «IIpo BipTyasibHi akTBi». BUKOpUCTABINY MOPIBHSAJILHO-IIPABOBUIT METOA, OYJIO TOPYIIEHO
IITaHHSA CTOCOBHO MOKJIMBOCTI CILIATH MO/IATKY 33 HASABHICTD BIPTYaJIbHUX aKTUBIB Y BJIACHUKIB; O/[AHO
TIPOTIO3WIIIIO TIO/I0 3aMPOBA/IKEHHS OMOATKYBAHHS OTlepariiil i3 KPUITOBATIOTO0, 3BEPHYBITH yBary Ha
nocig €C; HazlaHo MPOTIO3UIIIIO 010 BHeceHHs 3min 1o [lusinbHoro i [ocnogapebkoro kojiekciB Ykpai-
HU BifinoBizHo 10 gocsixy €C.

Pe3ynvmamu. HayxoBa HOBU3HA MOJATAE Y AOCTIKEHH] BiTHOCHH 13 TIPABOBOTO PETYTIOBAHHS Bijl-
HOCHH 13 KpPUITOBATIOTOIO B YKpaiHi, 30kpeMa If omepaltiil 3a ocepeZHUIITBA KPUIITOBATIOTH, a TaKOX
y BU3HAYEHHI MIIAXIB BAOCKOHaIeH st 3akony Ykpaitn «IIpo BipTyasbHi akTHBH» Ta po3pobJIeHHi T0JT0-
JKEHb TOJI0 CTIATH KOIITIB 0 AEP/KABHOTO OIO/KETY BIACHUKAMU BipTyanbHUX akTuBiB. Hamawo mpo-
nosutiii 10 [TopatkoBoro, [ocniopapeskoro Ta [{usinbHoro KogekciB Ykpainu BignosiaHo 1o pocsinxy €C.

Bucnosexu. 3anponionoBano 10 3akony Ykpainu «IIpo BipTyanbHi akTHBI» BHECTH Pi3Hi 3MiHU i 70110~
BHeHHS. [lopymieno muTanHs PO MOKINBICTD OTIOATKYBAHHS HE JIUTIIE KOMEPIIIHHUX OTepartiil 3 Kpui-
TOBAJIIOTOIO, & U OTOATKYBAHHS OTIEpAlliii i3 KyIiBi BipTyaJbHUX aKTUBIB (OMMHUID KPUIITOBAIIOTH )
y BaacuukiB. Hazano nponosuitiio 110 [logaTkoBoro kojekcy YKpainu 11o/10 MOXKJIMBOCTI 3aCTOCYBAHHS
JT0 BJTACHWKIB KPUITOBATIOTH TAKWX MOJATKIB: Ha TPUOYTOK Ta Ha TIPUPICT KammiTary. 3alpOOHOBAHO BHE-
ctu 3Minn 710 Tocnogapebkoro Kojekcy YKpaiHU I0/I0 MOKJIMBOCTI BUKOPUCTOBYBATU KPUIITOBAIIOTY
cy6’exramu rocnogapiosanns. Hazano mponosuiiio pospoburtu Gasy, y kil nosuiHi OyTi BKasami gami
mpo HaGYTTS BIPTYaJbHWX aKTHBIB Ta IX BUKOPUCTAHHS /ST MOKJIMBOCTI OflepKaHHs iH(opMari mpo
HiATBEP/IKEHH ST [IPABA BJIACHOCTI Ta IIPO 3IHCHEHHs Oy/Ib-SKUX OIepaliil i3 KPUITOBAIIOTOW. 3arpo-
MOHOBAHO HAJATH JOCTYII JI0 Takoi Gasw opraram (ickaJbHOI cay:KOW IS OTIOAATKYBAHHS Omepartiii i3
BIpPTYaJIbHUMU aKTUBAMHU.

Kiouosi ciioBa: kpumnroBaiioTa, OiTKOIH, BIpTyaubHi aKTHUBH, eJeKTpOHHI rpoui, IlogaTkoBuit
kozekc Ykpainu, [luBinbanii kogexe Yipainu, [ocnofapchkimii Kogieke YKpainu.
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