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SPECIFICITIES OF THE PROCEDURE
FOR TERMINATION OF AN INDIVIDUAL
ENTREPRENEUR'’S BUSINESS ACTIVITY

Abstract. The purpose of the article is to clarify the specificities of the procedure for termination
of business activity of an individual entrepreneur.

Results. The purpose of the state registration of termination of business activity of an individual
entrepreneur is: 1) to deprive an individual of the status of an entrepreneur; 2) to check the legality of certain
facts, actions; 3) to termination of rights and duties of the entrepreneur, and thus to protect the rights
and legitimate interests of other private persons and the state; 4) to obtain information of the state statistical
accounting for regulatory economic measures; 5) to provide all participants in economic processes, state
authorities and local self-government with information about registered business entities.

Conclusions. It is determined that the procedure for state registration of an individual as
an entrepreneur and the procedure for termination of business activity of an individual entrepreneur
provides for the stages as follows: 1) to submit documents for state registration; 2) to check the submitted
documents for the availability of grounds for termination of their consideration or refusal to state
registration; 3) to adopt the administrative act on state registration and to perform the corresponding
registration action; 4) to appeal the decision on registration (refusal to register). It is established that
the mechanism for individual complaints review allowed the Ministry of Justice of Ukraine to respond
promptly and give a decisive response to raider attacks that occur in the register. In case of establishing
obvious violations of law in the decisions or actions of the state registrar, actors of state registration,
the Ministry of Justice of Ukraine as an authorised public administrator in the field of state registration
has the opportunity to settle the complaint in the shortest possible time (within a day), having restored
the violated rights of natural or legal persons. Of course, such a review algorithm may not be applied to
all complaints, because the main body of appeals received by the Anti-raiding Office requires a thorough
collegial analysis. An important point, which does not directly concern the state registration of termination
of business activity of an individual entrepreneur, but concerns the general procedure for annulment
of the status of an individual entrepreneur, is the procedure for termination of registration of such business
entity as a taxpayer of taxes on incomes from business activity (single tax or income tax, value added tax).

Key words: actors, property rights, corporate rights, control activity.

1. Introduction

An individual entrepreneur, having submit-
ted to the state registrar the application on ter-
mination of business activity, receives the corre-
sponding administrative act in 24 hours, and in
the presence of electronic digital signature it is
possible to stop being an entrepreneur in a few
minutes. The “Diia” portal in the “IE termina-
tion” tab has a 2-minute term at all, but it is
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noted that “the termination time in the tax ser-
vice depends on your type of activity”.
According to O.S. Dniprov, today Ukraine
demonstrates an active development primar-
ily of the electronic government, in particular,
introduction of more advanced electronic doc-
ument management systems using electronic
digital signature, rendering services to citizens
and businesses through Centres of Adminis-
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trative Services, “single window” system etc.
the administrative reform has contributed to
the intensification of these processes. However,
the more powerful the pace of development
of the electronic government, the more top
officials of the state say about the importance
and necessity of implementation of the elec-
tronic government, the greater the responsibil-
ity of those involved in these processes (Dni-
prov, 2019).

Consequently, the analysis of actions
of the state registrar during the termination
of business activity of an individual entrepreneur
should be under focus, since his competence,
impartiality and integrity contribute to the effec-
tiveness of control measures at the stage of termi-
nation of business activity of such person.

2. The regulatory and legal framework
for the state registration of the termination
of business activity of an individual entrepre-
neur in Ukraine

First, it should be emphasised that the
modern science of administrative law
and the Verkhovna Rada of Ukraine today have
two groups of interrelated tasks: 1) to simplify
administrative procedure for the termination
of business activity as much as possible, to make
appropriate administrative procedures trans-
parent, understandable, consistent, effective, to
reduce their term; 2) together with representa-
tives of other sectors of law to develop a mecha-
nism for prevention of fictitious enterprises
(Kolomoiets, Halitsyna, 2010).

Secondly, it should be noted that an admin-
istrative and legal component in liquidation
procedures is not questionable and is recog-
nised by representatives of civil and economic
legal sciences, since, according to O.M. Vin-
nyk, “ensuring the possibility of private initia-
tive and choice of its form requires to exclude
the possibility of abuse by dishonest and /or eco-
nomically strong participants of economic life
by establishing appropriate restrictions, duties,
and prohibitions. Despite the critical attitude
to the state regulatory mechanism, participants
in economic life (at least, the overwhelming
majority of them) are interested in acting under
certain, pre-established rules, which provides
them with the definite legal status, and legal
opportunities to protect rights and legitimate
interests in case of violation of the latter by
other participants in market relations. The
idea of the excessive state regulatory mecha-
nism in Ukraine popular among entrepreneurs
and some scientists is not true: as evidenced
by <..> comparative analysis of the degree
of validity of regulating corporate relations in
Ukraine and countries with traditionally deve-
loped market relations. Therefore, the matter
is not so much in the degree of state regula-

tory mechanism as in the stability, substantia-
tion and expediency of the rules established in
the field of economy. However, the effectiveness
of such rules and, accordingly, the efficiency
of the economy and its elements (including
economic entities) depends on ensuring stabil-
ity of these rules, their thoughtfulness and pru-
dence, the clarity and unambiguity of their pro-
visions by the state” (Vinnyk, 2003).

Thirdly, it should be noted that the state
registration of establishment and termination
of economic entities is the concept of admin-
istrative law, and thus can be considered by
means of the algorithm of analysis of adminis-
trative procedures.

The legal provisions regulating the state
registration of termination of IE business acti-
vity in Ukraine are composed of:

1. Substantial provisions of civil and eco-
nomic law, which reinforce the obligatory state
registration of IEs. Thus, in accordance with
the Civil Code of Ukraine, business activity
of natural persons is subject to the legal regu-
lations governing business activity of legal enti-
ties, unless otherwise provided by law or unless
otherwise follows from the essence of relations
(Verkhovna Rada of Ukraine, 2003c), there-
fore, the business activity of IE is terminated
from the moment of entering the corresponding
record into the Unified State Register of Legal
Entities, Individual Entrepreneurs and Public
Associations. A similar provision is contained
in the Economic Code of Ukraine, according
to Article 59 thereof, termination of a business
entity is carried out in the manner prescribed by
law (Verkhovna Rada of Ukraine, 2003a).

2. Administrative legal provisions estab-
lishing goals, tasks, functions, principles
of the procedure for state registration, legal sta-
tus of their participants.

3. Administrative procedural provisions,
which directly determine the procedure for
actions of the state registrar at the registration
of termination of business activity of the individ-
ual entrepreneur (Ministry of Justice of Ukraine,
2016), which are the subject matter of our
research.

The purpose of the state registration
of termination of IE business activity is: 1) to
deprive an individual of the status of an entre-
preneur; 2) to check the legality of certain
facts, actions; 3) to termination of rights
and duties of the entrepreneur, and thus to pro-
tect the rights and legitimate interests of other
private persons and the state; 4) to obtain infor-
mation of the state statistical accounting for
regulatory economic measures; 5) to provide
all participants in economic processes, state
authorities and local self-government with
information about registered business entities.
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3. Procedures for termination of business
activity of an individual entrepreneur

The stages of the procedure for termina-
tion of business activity of an individual entre-
preneur are: 1) to submit documents for state
registration of termination; 2) to check the sub-
mitted documents for the availability of grounds
for termination of their consideration or refusal
to state registration; 3) to adopt the admin-
istrative act on state registration and to per-
form the corresponding registration action;
4) to appeal the decision on registration (refusal
to register).

Consider stage 1. It should be noted at once
that currently for the state registration of ter-
mination of business activity of an individual
entrepreneur (compared with previous peri-
ods) the number of appellant is decreased: 1) it
is the very individual entrepreneur — in case
of the state registration of termination of busi-
ness activity of an individual entrepreneur on
his/her decision; 2) or the state body, rela-
tives (spouse, parents, children, grandchildren,
grandfather, grandmother, brothers, sisters)
and heirs of a natural person — in case of submis-
sion of documents for state registration of ter-
mination of business activity of an individual
entrepreneur in connection with his/her death,
the recognition as missing or the declaration
of death (Verkhovna Rada of Ukraine, 2003b).

The documents according to which the state
registration of termination of business activity
of an individual entrepreneur is carried out are:

1) an application on the state registration
of termination of business activity of an individ-
ual entrepreneur by his/her decision — in case
of state registration of termination of business
activity of an individual entrepreneur by his/
her decision;

2) a copy of the certificate of death of a nat-
ural person, a court decision on recognition
of a natural person as missing without any ques-
tion — in case of the state registration of ter-
mination of business activity of an individual
entrepreneur in connection with his/her death,
recognition as missing or declaration of death
(Verkhovna Rada of Ukraine, 2003b).

In this connection several questions arise.
First, should the procedure for termination
of the business activity of IE on the ground
of the court decision on recognition of a natural
person as missing be considered interfering in
administrative procedure? Secondly, and what
shall be done with individual entrepreneurs,
who actually correspond to the aggregate of fea-
tures, in the presence of which it is possible to
recognise such person as bankrupt on the ground
of the new Code of Ukraine on Bankruptcy Pro-
cedures (Verkhovna Rada of Ukraine, 2018),
which has come into force since October 2019,
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but do not agree to the bankruptcy procedure
applied to them, while this is possible only if
the consent of such individual is given? Third,
is forced liquidation of an individual entrepre-
neur on other grounds, except for non-solvency,
now available in Ukraine at all? Fourth, how
are the issues of public interest resolved in all
of the above cases? Evidently, the answers to
these questions are beyond our research, but
still the questions should be raised.

Stages 2, 3, 4 are fully in line with the proce-
dure for registration of an individual entrepre-
neur, and therefore we will stop on the analysis
of the work of the Collegium of the Ministry
of Justice of Ukraine on consideration of com-
plaints in the field of the state registration for
the period from January 16, 2020 (the moment
of establishment) to December 29, 2020.

For example, during the whole period
of existence, the Collegium has analysed 2 694
cases, of which: 1 104 — satisfied, 1 590 — refused
on merits (as a result of collegial consideration),
0 — refused without admission to considera-
tion (Onishchuk, 2021). According to Dep-
uty Minister of Justice for the State Registra-
tion O.M. Onishchuk, in the majority of cases
(about 58%) the Collegium did not establish
the existence of obvious, gross violations of law
in the decisions or actions of the state registrar.
And even those 42% of complaints satisfied have
been far from always justified to talk about “reg-
istration” raiding, because cases that contain
obvious, gross violation of law, as a rule, are con-
sidered by the Ministry of Justice of Ukraine
individually (Onishchuk, 2021).

The mechanism for individual com-
plaints review allowed the Ministry of Jus-
tice of Ukraine to respond promptly and give
a decisive response to raider attacks that occur
in the register. In case of establishing obvious
violations of law in the decisions or actions
of the state registrar, actors of state registration,
the Ministry of Justice of Ukraine as an author-
ised public administrator in the field of state reg-
istration can settle the complaint in the shortest
possible time (within a day), having restored
the violated rights of natural or legal persons.
Of course, such a review algorithm may not be
applied to all complaints, because the main body
of appeals received by the Anti-raiding Office
requires a thorough collegial analysis.

Cases, which contain obvious, gross vio-
lations of law, are recorded by the Ministry
of Justice of Ukraine separately, because they
are considered individually. During 2020, 49
complaints in the field of the state registration
(41 for business and 8 for real estate) were
resolved by this procedure, 19 of which were
cases in which there were reports of so-called
crimes of electronic keys of access to regis-
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ters. The additional user identification tool
has helped to solve the problem of electronic
registry key crimes. This mechanism, which pre-
vents any unauthorised interference in the work
of the registrars, in the Unified State Register
of Legal Entities, Individual Entrepreneurs
and Public Associations (USR) was introduced
in November 2020 and became mandatory for
all specialists authorised in the field of the state
registration of business as of December 12.
It was due to the measures to strengthen
the security of the data of the USR since
November 2020 that no report of the criminal
electronic key of the registrar has been received
by the Ministry of Justice of Ukraine (Ministry
of Justice of Ukraine, 2021).

It should be emphasised that there were
no cases when the appellants were deprived
of the opportunity to protect their property
or corporate rights in the Ministry of Justice
of Ukraine due to formal procedural guaran-
tees. In other words, the appellants did not
receive the decision of the Ministry of Justice
of Ukraine on refusal because of, for example,
“the absence of information about the existence
or absence of a court dispute”. However, all
orders on results of case analysis were published
in the corresponding section on the official web
portal of the Ministry of Justice of Ukraine.

According to the areas of the state registra-
tion, statistical proportions of the cases consi-
dered are as follows: 2 118 complaints concer-
ning real estate and 576 complaints concerning
business. This ratio is compared with the total
number of registration actions performed.
For example, in 2020, in the State Register
of Property Rights to Immovable Property
(SRR), 5 250 465 registration actions were
carried out, in the Unified State Register of Legal
Entities, Individual Entrepreneurs and Pub-
lic Associations (USR) — 1 163 467. For com-
parison: in 2019, 5 347 956 registration actions
were carried out in the SRR, and in the USR —
1510 865 (Onishchuk, 2021).

Evidently, the absolute leader in the areas
of the state registration is real estate. In addition,
the general statistical picture of the state registra-
tion sector shows that despite all the challenges
of 2020, the number of registration actions has not
changed dramatically compared to 2019, unless
the activity of the state registration of business
has slightly decreased by about 23%. However,
the number of registration violations in 2020 has
considerably decreased. In 48% of the decisions
of the Board on refusal to satisfy the complaint,
it was stated that the actions (decisions) con-
ducted by state registrars were in accordance with
the legislation. For example: in 2019, there were
three times less refusals for such reasons — only
17% (Ministry of Justice of Ukraine, 2021).

In 2020, the Ministry of Justice of Ukraine
denied access to the registers of 101 actors: 83
state registrars and 18 notaries, who allowed
gross violation of the legislation. In almost 80%
of cases, such a strict sanction was applied due
to the results of the registration cases consi-
deration: 64 registrars and 15 notaries’ access
to the registers was denied. In other cases, the
Ministry of Justice of Ukraine decided to deny
access to the registers due to a check-up of state
registrars or state registration actors. It is
about 22 termination: this measure was applied
to 19 registrars and 3 notaries. If we compare
these figures with the total number of speci-
alists working in the field of the state registra-
tion, we have the following percentage ratio:
0,3% denied access to the registers in respect
of notaries and 5,1% — in respect of state regis-
trars (Ministry of Justice of Ukraine, 2021).

An important point, which does not directly
concern the state registration of termination
of business activity of an individual entrepre-
neur, but concerns the general procedure for
annulment of the status of an individual entre-
preneur, is the procedure for termination of
registration of such business entity as a tax-
payer of taxes on incomes from business activity
(single tax or income tax, value added tax (if
IE has been registered as such), a single social
contribution (for hired workers, etc.)).

An already former entrepreneur is under
such duty after the state registration of termi-
nation of his/her business activity and he/she
shall carry it out within 10 days by appeal to
the State Tax Inspection at the place of registra-
tion of the taxpayer, submission of liquidation
reports and implementation of other actions
envisaged by the legislation.

Thus, it is this stage of termination is aimed
at verification of the legality of certain facts,
actions, termination of rights and duties of a cer-
tain entrepreneur, and thus protection of rights
and legitimate interests of other private persons
and the state, which allow control proceeding,

4. Conclusions

Features of all control proceeding are:
1) actors exercising control powers (state bodies
and their officials, citizens’ associations, local
self-government bodies) are diverse; 2) the over-
whelming number of control bodies is granted
with a wide range of control powers, including
the right to intervene in the operational activi-
ties of the entity under control; 3) the activi-
ty of entities under control is a direct object
of the controlling legal relations; 4) in control pro-
ceedings, legal facts alone do not have legal force
and act only in the form of actual (legal) composi-
tion — the organic combination of several life cir-
cumstances; 5) control and procedural provisions
do not contain a comprehensive list of means
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of preservation and transfer of evidence-based
information (in the control process, information
about actual circumstances can be obtained from
any legitimate source); 6) the results of con-
trol activity are officially documented in legal
acts — documents which can be referred to both
category of law application (as a result of exer-
cising state powers by competent control bodies)
and the category of law-enforcement acts (which
contain legal evaluation of activity of the entity
under control) (Kuzmenko, 2012).

As for the procedure for the removal
of the former IE from the accounting as
a taxpayer, it should be emphasised that after
the state registration of termination of business
activity, the individual continues to be regis-
tered in the controlling bodies as a natural per-
son — the taxpayer, who received income from
the conduct of business.

Individuals who were on the general system,
in respect of whom since January 1, 2017 a record
on termination of business activity has been
entered into the USR, submit liquidation tax dec-
larations on property status and incomes received
on the general system of taxation the last time in
the reporting period since the day following the day
of the end of the previous basic tax (accounting)
period until the last day of the calendar month, in
which the state registration of termination of busi-
ness activity was carried out, within 30 calendar
days from the date of the state registration of ter-
mination of business activity. Individuals under
the simplified tax system submit tax declarations
the last time for the accounting (tax) quarter, in
which the state registration of termination of busi-
ness activity is carried out, the growing result
from the beginning of the year in the terms defined
by para. 49.18.2 of the Tax Code of Ukraine
(Verkhovna Rada of Ukraine, 2010), within 40

calendar days, following the last calendar day
of the accounting (tax) quarter.

A report on the SSC specifying the type of
“liquidation” form, where the last reporting period
is the period from the date of the end of the pre-
vious reporting period to the date of the state
registration of termination of business activity,
SSC IE payers, including IE — single taxpay-
ers, it is submitted within 30 calendar days from
the date of the state registration of termination
of business activity. The last period for which
a single contribution must be calculated
and paid will be the period from the date of the end
of the previous reporting period until the date
of the state registration of termination. A single
contribution is paid within 10 calendar days
after the deadline for the submission of the SSC
Report, specifying the type of the “liquidation”
form (Verkhovna Rada of Ukraine, 2010).

The data on the withdrawal from the registra-
tion of IE as a taxpayer and as a taxpayer
of the SSC are passed by the controlling body
to the USR and published on the portal of elec-
tronic services of the USR and only after that it
is possible to consider the procedure of termi-
nation of the business activity of an individual
entrepreneur complete.

Both the procedure for state registration
of an individual as an entrepreneur and the proce-
dure for termination of business activity of an indi-
vidual entrepreneur are determined to provide
for the stages as follows: 1) to submit documents
for state registration; 2) to check the submitted
documents for the availability of grounds for ter-
mination of their consideration or refusal to state
registration; 3) to adopt the administrative act
on state registration and to perform the corres-
ponding registration action; 4) to appeal the deci-
sion on registration (refusal to register).
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OCOBJIMBOCTIHIOPAARY MPUIMTMHEHHSA HMIIITPUEMHUIIbKOI
AIAJIbHOCTI ®I3UYHOI OCOBU - HIAIIPUEMIIA

Anotaiis. Memoto cmammi € 3’siCyBaHHsI 0COOMMBOCTEN MOPAAKY MPUIMHEHHA MiAMPHEMHHUIIBKOT
TisTbHOCTI (hi3sMUHOT 0COOM — T ATMPUEMIIA.

Pesynvmamu. Metolo jiep:KaBHOI peecTpailii IPUIIMHEHHST THATPUEMHHUIBKOT AisiTbHOCT] (isnuHO
ocobu — nipnpuemirsd €: 1) mozbasiertst hizuuHoi 0cobu cTaTycy miAnpUeMILs; 2) mepeBipKka 3aKOHHOCTI
neBHUX (haKTiB, Aiif; 3) NPUIMHEHHS PaB Ta 000B A3KIB IIEBHOTO IMANPUEMIIA Ta 3aXKCT Y TaKuii crocio
paB i 3aKOHHKX {HTEPeCiB IHIIMX NPUBATHUX OCIO Ta JepKaBu; 4) OTPUMAHHS BiZIOMOCTEll JepKaBHOTO
CTaTUCTUYHOTO OOJIIKY /I 3IIHCHEHHS 3aX0/IiB PEryJOBaHHs eKOHOMIKH; 5) HaZaHHs BCIM yYaCHUKaM
TOCIIOIAPCHKOTO 00Ty, OpraHaM Jep:KaBHOI BN Ta MiCIIEBOTO CaMOBPSIYBaHHs iH(OpMaIlii mpo 3apee-
CTPOBaHUX Cy0'€KTIB iANPUEMHUIIBKOT AiSIIBHOCTI.

Bucnosxu. Busnauero, 1o i nporeaypa AepkaBHOI peecTpaitii (isimdHoi 0coOH MiANpUEMIEM, i TPo-
Telypa MPUIMHEHHST T AMPHEMHNIIBKOI TiSTBHOCTI (DI3IIHOT 0cOOM — MAPUEMIIS Mependavac Taki cTajii:
1) nonaHHs IOKYMEHTIB /IS JIepsKaBHOI peecTpailii; 2) nepeBipKy MOJaHUX JOKYMEHTIB Ha HAsIBHICTD TIiji-
CTaB JUIsl 3yIIUHEHHS iX PO3IJisiLy abo BiZIMOBYU B JIepKaBHiil peecTpallii; 3) MpUITHSTTS aMiHICTPATUBHOTO
aKTa Mpo TIPOBEIEHHS JIEPKaBHOI PEECTpaIlii Ta 3/IiiCHEeHHS BifIMOBIIHOI peeCTpPaIiitHoi [ii; 4) OcKapKeHHST
HPUIHATOrO PillieHHs PO peecTpailiio (BiAMOBY B peecTpailii). 3'ICOBaHO, 110 MEXaHi3M 0JIHOOCOO0BOrO
POBIJISLIY CKapr JjaB 3Mory MiHicTepcTBY I0cTHIL YKpaiHK ollepaTHBHO pearyBaTy Ta aBaTH Pilllyuy Bijiciu
PeIepChKIM aTakaM, siKi BiftOyBaIOThCS B PEECTPAX. Y Pasi BCTAHOBJIEHHSI HASIBHOCTI OY€BHIHUX [OPYIIIEHb
3aKOHY B PIlIEHHSIX UM Jis1X I€PKABHOIO PEeECTpaTopa, Cy( eKTIB epKkaBHOI peecTpailii MiHicTepcTBO CTH-
1l YKpaiHu Ik yIOBHOBa)KeHUH Cy6'eKT IyOIiuHOrO aiMiHiCTPYBaHHst Y cepi IepKaBHOI peecTpariii Mae
MOSKJIMBICTD Yy HAKKOPOTII TepMiHK (IIPOTATOM 1001 ) 3a10BOJIbHITH CKApTy, BIIHOBUBILH IIOPYLIEH] IIpaBa
(bisuunKx a60 PUANIHUX 0CiO. 3BICHO, TAKMIA AITOPUTM PO3LJISLY MOYKHA 3aCTOCYBATH He JIJIsl BCIX CKapT,
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aJKe OCHOBHMIT MacuB 3BEPHEHD, sIKi HaaXoaaTh 10 Odicy mpoTuzii peiiiepcTBy, moTpeGye TPyHTOBHOTO
KOJIerialbHOTO aHaJli3y. BaskinBuM MOMEHTOM, sIKUii Ge3110CepeIHbO He CTOCYEThCS JePKABHOI peecTpallii
NPUIIMHEHHS T AIPUEMHUIIBKOL AisLIbHOCTI (DidruHOl 0c0OU — MiANPUEMILS, IPOTE CTOCYEThCS 3arAJIbHOTO
TOPSIZIKY aHYJIIOBAHHsI CTAaTyCy (hi3ndHOi 0c00U — IMiIMPUEMILS, € IPOIIEYPa IPUITHHEHHST PEECTPAIII] TaK0-
0 cy6G'€KTa TOCMOAPIOBAHHS SIK TIATHUKA MOJATKIB 13 I0XO/IiB, OTPUMAHUX BiJl THAPUEMHUIIBKOI JIisiiTb-
HoCTi (€IMHOTO TTOZATKY a60 TOJATKY Ha IPUOYTOK, MOAATKY HA IONAHY BapTICTh).
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