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Ukraine Cash Working Group 
 

Advocacy note on the Taxation of Humanitarian Aid 
 

Several humanitarian actors raised high concerns resulting from taxation mechanisms which are not 

fully adapted to the nature of short-term humanitarian work, concerning both the Value-Added Tax 

(VAT) exemption for purchases by international organizations, and the Personal Income Tax (PIT) for 

beneficiaries receiving non-targeted assistance by local organizations. 

This is an outline of the current situation, related issues, and specific recommendations. Dispositions of 

the draft Law on Humanitarian assistance in crisis situation1, meant to establish a rapid response 

mechanisms to humanitarian emergencies, does address most of the issues outlined below. However, 

since deliberation of the abovementioned Law has been ongoing since 2015, and it is now blocked at 

Parliamentary Committee level, humanitarian actors are considering other interim options to facilitate 

the timely and principled delivery of humanitarian aid using other mechanisms since cooperation with 

Parliament has not been effective, and amend by-laws as suggested below. 

 

VALUE-ADDED TAX (VAT) 
Given its nature, international humanitarian assistance should be exempted from VAT taxation, which is 

reflected in donors’ requirements—generally excluding VAT from eligible costs.2 Accordingly indeed, 

Ukrainian law requires VAT exemption for goods purchased as technical assistance provided under 

international agreements—yet a cumbersome process hinders organizations ability to timely obtain 

such exemption. 

Tax relief is only possible once projects have been registered with the Ministry of Economic 

Development and Trade of Ukraine (MoE). However, as this procedure was first designed for long-term, 

multi-year development projects, it is not adapted to the short-term, emergency nature of humanitarian 

interventions. Documents required for the state registration of programs and projects include a copy of 

the contract concluded between the donor and the provider—which is often only signed months after 

the provision of services (and consequent purchase of goods) has started. In addition to this delay, once 

documents have been submitted to the MoE, registration can take up to three additional months. 

As a result, altogether the contract signature plus the registration process can take four to six months. 

Humanitarian projects life-span is usually not much longer than this (six to 12 months), meaning that, 

during a good part of the project, purchases by the international organization will not be VAT exempted. 

This concern is reflected in the draft Law on Humanitarian assistance in crisis situation, which 

establishes a 48H timeframe for temporary accreditation for humanitarian assistance and a simplified 

list of documents to submit, including confirmation of registration in the State Register of Non-Profit 

                                                           
1 No. 4360 as of 01 April 2016. 
2 ECHO for instance lists VAT as an ineligible cost for funding, although exceptions are taken into consideration in 
cases where there is evidence that VAT exemption was duly applied for but not obtained (http://dgecho-partners-
helpdesk.eu/eligibility/ineligible_costs/start). 

http://dgecho-partners-helpdesk.eu/eligibility/ineligible_costs/start
http://dgecho-partners-helpdesk.eu/eligibility/ineligible_costs/start
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Organizations and Institutions, rather than the cumbersome registration of the project with MoE. In the 

absence of the approved Law, we recommend alternative ways to facilitate the implementation of 

humanitarian projects and ensure timely VAT exemption. 

Recommendations in the absence of the law in crisis situation: 

• Donors should make their bureaucratic process lighter to allow timely implementation of 

programs given their emergency nature. For instance, contracts with implementing partners 

should be issued within shorter timeframes to allow for the registration of “technical assistance” 

projects with MoE—and the resulting VAT exemption—within a reasonable timeframe. 

 

• The Ministry of Economic Development and Trade should prioritize the registration of 

humanitarian projects as compared to development ones, given their emergency nature, their 

less complex characteristics and the need for quick registration in order to receive VAT 

exemption within the determined timeframes. According to current legislation, a registration 

card should be issued within 15 days3, while the actual practice is up to three months. 

 

• Charitable assistance by local organizations is VAT exempted. The Parliament of Ukraine can 

 

o 1) Extend the definition on Tax exemption for charitable assistance in the Tax Code of 

Ukraine through a minor amendment of article 197.1.15 that would result in blank VAT 

exemption for international humanitarian organizations. This can be done by including, 

besides charitable organizations, the “autonomous subdivisions of foreign non-

governmental organization (branch, representative office)” (see Annex 1, 

Recommendation 1). 

o 2) Amend the Law of Ukraine On Charitable Activities and Charitable Organizations by 

adding to the definition of charitable organizations as legal entities of private law, also 

“autonomous subdivisions of foreign non-governmental organization (branch, 

representative office)” (see Annex 1, Recommendation 2). 

PERSONAL INCOME TAX (PIT) 
Activities implemented by humanitarian actors in Ukraine include Multi-Purpose Cash Transfers, Cash-

Based Transfers and other types of non-targeted assistance. Beneficiaries of such interventions are 

exempted from paying PIT on such assistance provided that they meet a complex range of conditions: 

• Non-targeted assistance is provided by an international organization registered in the Ministry 

of Social Policy’s Unified Register of Humanitarian Assistance Recipients, and beneficiaries live 

(or have lived) in the ATO4 or are IDPs registered in structural units on social protection district-

wise, district administration in the city of Kiev, and executive authorities and city district councils 

(if existing). 

 

                                                           
3 Cabinet of Ministers of Ukraine (CMU) Resolution on Creation of a Unified System for the Involvement, Use and 
Monitoring of International Technical Assistance. 
4 ATO is defined by a detailed list of settlements provided by the Cabinet of Ministers Resolution No 1275-r as of 2 
December 2015. 



 

3 
 

• Non-targeted assistance is provided by a local organization, does not exceed UAH 2,240 p.a, and 

is provided to beneficiaries who live (or have lived) in the ATO or are IDPs registered in 

structural units on social protection district-wise, district administration in the city of Kiev, and 

executive authorities and city district councils (if existing). 

Based on such criteria, beneficiaries of local NGOs that carry out non-targeted assistance activities 

funded by registered international organizations are supposed to be subjected to personal income 

taxation if aid amounts to more than UAH 2,240 per annum. 

Summarizing points above, INGOs - providers of assistance funded by foreign agents are exempted from 

PIT payment. Whereas INGOs not always deliver humanitarian assistance by their means, they 

implement projects through partners - local NGOs. To follow the logic of exemption from PIT of foreign 

funds for humanitarian assistance, it would be reasonable to provide such exemption for local NGOs. 

The following measures should be undertaken: 

• Local organizations providing non-targeted assistance through funding by international 

organizations should be considered as agents of the international organization and thus their 

beneficiaries exempted from PIT payment regardless of the amount received. The Parliament 

should amend the provision on INGOs beneficiaries’ PIT exemption by defining local partners of 

international organizations as their agents, meaning that their beneficiaries also to be exempted 

from PIT payment. 

 

• Organizations providing non-targeted assistance need to provide complete documentation to 

their beneficiaries proving that the received amount of cash was provided by an international 

organization and as such is exempted from PIT. Beneficiaries will refer to such documents in 

case the Taxation Authority reaches out to them for the PIT payment on such assistance. 

 

• The Humanitarian community should send a letter to the Ministry of Finance5 asking for the 

creation of a tax code specifically dedicated to humanitarian assistance which is exempted from 

taxation, besides the existing one for aid subjected to taxation. At present all humanitarian 

assistance (regardless of whether it is subjected to taxation or not) falls within the same tax 

code, which represents a source of concern and confusion. A dedicated tax code would simplify 

the process (see Annex 1, Recommendation 3). 

 

• Humanitarian organizations providing non-targeted assistance should regularly internally share 

information on updated versions of the CMU list of settlements included in the ATO, to ensure 

beneficiaries are included in PIT exemption as per Tax Code of Ukraine. 

 

 

                                                           
5 Ministry of Finance, which has authority to amend the Order #4 as of 13.01.15 
 (http://zakon2.rada.gov.ua/laws/show/z0111-15). 

http://zakon2.rada.gov.ua/laws/show/z0111-15

