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Ukraine:
New tax on individuals Military Contribution is introduced
Overview
On 31 July 2014, the Ukrainian Parliament adopted the Law “On amendments to the Tax Code of Ukraine and several other
legislative acts of Ukraine,” which refines certain provisions thereof (hereinafter, the “Law”). This Law introduces a new
temporary tax on individuals – military contribution for the period from 3 August 2014 until 1 January 2015.
The payers of the military contribution are:




Residents who receive Ukrainian source income and foreign income;
Non-residents who receive Ukrainian source income; and
Tax agents.

The rate of military contribution is 1.5% of individuals’ taxable income.
The military contribution applies to salary, other incentive and compensatory payments, or other benefits and remuneration
accrued (paid, provided) to a taxpayer in connection with labor relations and under civil contracts.
Tax agents are responsible for withdrawal and payment of the military contribution on individuals’ taxable income. In a notax-agent case, the responsibility for declaring and payment of the military contribution lies with the tax payer.
Administration of military contribution
The Law contains no guidance on administration of the military contribution. It is expected that administration of the
military tax will be similar to that of personal income tax. The tax authorities of Ukraine are to develop the declaration
template and procedure for administration of military contribution in the nearest future.
Deloitte’s view
The above-mentioned changes affect the employees – residents and nonresidents assigned to work in Ukraine, as well as
expatriates. It should be taken into account when calculating hypothetical tax on Ukrainian source income and worldwide
income for tax residents.
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At the same time, it is not clearly defined whether the military contribution should be applied in particular to a foreign
income paid to residents and to Ukrainian source income paid by a non – tax agent to residents and nonresidents, and how
the military contribution should be administered.
We believe that further clarifications with regard to the above issues will follow shortly. Nevertheless, it is advisable to
consider the potential tax burden for tax equalized assignees and expatriates.
We will be pleased to assist the companies and assignees with the above matter.
—

Viktoria Chornovol (Kyiv)
Partner
Deloitte Ukraine
vchornovol@deloitte.ua

Svitlana Zaitseva (Kyiv)
Senior Consultant
Deloitte Ukraine
szaitseva@deloitte.ua

Global Rewards Updates:
Spain: Changes to the taxation of employee share plans
Background
The Spanish government presented a draft tax reform package that proposes changes to a broad range of tax matters,
including the taxation of share awards and share options.
Subject to final approval, the changes affecting share plan awards would apply to awards granted on or after 1 January
2015. A transitional regime may apply in some cases (as described below) to share awards which vest, or share options
which are exercised, after 1 January 2015, but which were granted prior to this date.
EUR 12,000 exemption
Current legislation allows a tax exemption on the first EUR 12,000 of income realised from share settled compensation, if
the following requirements are met:




The offer is made as part of the general remuneration policy of the company, or of the group;
Each employee, together with his/her spouse or relations (up to the second degree), does not hold a direct or
indirect stake in the company or in any other of the group of companies, which exceed 5% of the capital stock of
the company; and
The employee holds the shares for at least three years following the acquisition date.

The recently proposed legislative changes intend to remove the availability of the EUR 12,000 exemption.
Reduction of taxable income
In addition to the EUR 12,000 exemption, under current legislation a reduction of 40% could be applicable on taxable
income, if that income is considered to be “irregular income”. This is applicable when the following conditions are met:



The income has been generated over a period of more than two years (e.g. there is a vesting period of at least two
years); and
The income is not obtained on a periodic or recurrent basis (e.g. income must not be obtained annually under a set
vesting schedule).

There is a limit of EUR 300,000 per annum on employment income which can be subjected to the tax reduction.
The recently proposed legislative changes would affect the basis on which the reduction applies, but employees would still
be able to apply the reduction, although the reduction would be of 30% (instead of the current 40%). In order for the
reduction to be available, the following conditions will need to be met:
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The income subject to the reduction must be received by the employee in the same tax year.
The requirement that the income is not obtained on a periodic or recurrent basis would no longer be applicable.
Instead, the reduction would be applicable only if the individual has not applied the reduction within the preceding
5 years.
A transitional regime may apply to awards granted before 1 January 2015 but vesting/being exercised more than
two years following the date of grant (and provided the awards were not recurrent). Under the transitional regime,
the reduction may apply even if the participant had obtained other income generated over more than two years,
which had already benefited from the reduction.

Deloitte view
It is important for employers to consider the potential impact on their Spanish withholding tax obligations, since under the
new tax legislation income that is not currently taxable will fall within the scope of taxation.
Employers should review the share awards/options provided to employees working in Spain, and where possible structure
awards to benefit from the taxable income reduction. This can reduce the cost of receiving share awards to employees (or
employers, where tax equalisation or tax protection policies are in place).
—

Sean Trotman (New York)
Partner
Deloitte Tax LLP
strotman@deloitte.com
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Director
Deloitte Tax LLP
rrutke@deloitte.com
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Principal
Deloitte Tax LLP
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Have a question?
If you have needs specifically related to this newsletter’s content, send us an email at
clientsandmarketsdeloittetax@deloitte.com to have a Deloitte Tax professional contact you.
About Deloitte
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of its member
firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not
provide services to clients. Please see http://www.deloitte.com/about for a more detailed description of
DTTL and its member firms.
Disclaimer
This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its
member firms, or their related entities (collectively, the “Deloitte network”) is, by means of this
communication, rendering professional advice or services. No entity in the Deloitte network shall be
responsible for any loss whatsoever sustained by any person who relies on this communication.
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