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The relations to land plots are
governed by numerous legal acts,
such as Civil and Land Codes, Laws

of Ukraine “On lease of land”,

“On payment for land”, “On land
planning”, a bunch of secondary acts.

Acquisition of buildings is, with cer-
tain exceptions, without any restrictions
for foreigners. On the other hand, alt-
hough according to the new Land Code
being in force from January 1, 2002, the
rights of foreign individuals and legal
entities with respect to real property had
been significantly expanded, it still con-
tains certain limitations on the purchase
ofland by foreign governments and inves-
tors. Moreover, in Ukraine are applicable
certain specific conditions of Ukrainian
real property market, such as morato-
rium for sale of agro-industrial land plots
and farmlands.

1. Specific Conditions of Ukrainian
Real Property Market

In Ukraine currently exist certain spe-
cific conditions applicable to the real
property market as a whole, which should
be considered when making investments
to Ukraine.

(i) Categories of Lands

The Land Code places land into nine
categories, including agricultural land,
land for residential and public constructi-
on, natural reserve lands, historical-cultu-
ral lands, etc. Many of land plots attractive
for foreign investors are not currently
designated for private or business use.

It is strictly prohibited using a land plot
not according to its designated purpose
under different sanctions, even revocati-
on of property rights for a land plot and/
or cancellation of their state registration,
invalidation of agreement on transfer of
land plot, with administrative and in cer-
tain cases even criminal liability, unless
the purpose of use was changed.

The Land Code permits land to be
transferred from one designated purpo-
se (zoning) to another upon a decision of a
local executive body or a local council upon
their initiative or on the basis of applicati-
on from future owner. In case of privately
owned land, the transfer may be initiated by
its owner. However the satisfactory decision
of the responsible body is not guaranteed.

(ii) Moratorium
Currently, there is a moratorium for

sale of land plots owned by Ukrainian
nationals and legal entities for the pur-
poses of agricultural production (“agro-
industrial lands”), farmlands (so called
“OSG” lands) and of land shares .

Although this moratorium existed quite
a long times, until recent times it did not
impede investors seriously from using agri-
cultural lands primarily for allocation of
warehouses - it was only necessary to chan-
ge zoning of a land plot as described above.
However, starting from January, 2007 the
moratorium was improved, and currently it
prohibits also transfer of zoning for the abo-
vementioned sub-categories of lands.

Moratorium also applies to all agricul-
tural lands which are in state or munici-
pal ownership.

The purpose of the moratorium is to
protect fertile lands from using it for busi-
ness and construction purposes and in
this way to preserve agricultural potential
of Ukraine. Although it has many oppo-
nents, it was more than once prolonged.

Pursuant to current provisions of the
Land Code, the moratorium will remain
in force until the laws on state land
cadastre and on land market are adop-
ted. However, said laws are unlikely to be
expected in the near future.
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(iii) Auctions

According to recent amendments to
the Land Code sale of state and munici-
pal land plots may only be performed on
a competitive basis (via auctions) with
certain exceptions (such as when the pur-
chaser of the land plot already owns a
building or a structure located thereon)..

2, Acquisition of Real Property by
Foreigners

Real estate property objects include
(i) buildings or their parts and (ii) land
plots. While the ownership of buildings
(both residential and non-residential) by
foreign individuals and entities is not, in
principle, limited, there exist substantial
restrictions as regards the ownership of
land plots by these persons.

(i) Buildings

According to the Law of Ukraine “On
legal status of foreigners and stateless per-
sons”, foreigners in Ukraine exercise the
same rights and fulfill the same duties as
Ukrainian nationals, unless otherwise is
provided by laws of Ukraine or interna-
tional treaties.

Moreover, the Civil Code which main-
ly regulates acquisition of real property
(except for land plots) does not provide
any specific restrictions or limitations for
acquisition of buildings and/or their parts
by foreign individuals and entities.

Agreement on sale and purchase of real
property are subject to mandatory nota-
rization and state registration (which is
performed by the notary simultaneously
with notarization of the agreement). The
notary fee may be near 1% of the value of
the property, however, the actual costs
would be even higher (they include evalu-
ation of the property; payment for extrac-
ts from state registers of mortgages, tax
pledges, liens; contribution to the Pension
Fund amounting to 1% of the property’s
value; seller’s income tax).

Ownership of a building (its part)
needs to be registered with a bureau
of technical inventory (BTI). Purchaser

becomes owner of the acquired proper-
ty since the moment of registration of its
property title with BTT.

On the basis of the changes that were
introduced to the Land Code of Ukrai-
ne in April, 2007 in case of acquisition of
a building or a structure, the purchaser
should automatically obtain in rem rights
for the underlying land plot (owners-
hip, right to use land plot). The purcha-
ser of the building would have the same
volume of rights with respect to the land
plot as the seller did. However, for avo-
idance of doubt and due to controversial
legal implementation practice, the sur-
face area, exact location and legal relati-
on of the seller to the land plot should be
expressly indicated in the sale and pur-
chase agreement.

(ii) Land Plots

Foreign investors, in principle, may
acquire ownership of land plots on the
basis of civil contracts (sale and purcha-
se, gift, barter, etc.) or inherit. Similarly
to acquisition of a building, agreement on
transfer of a land plot must be notarized
and property title for a land plot has to be
registered in the respective state register.

It should be noted however that there
exist numerous legal limitations of acqu-
isition of land plots by foreigners.

First and foremost, the Land Code pro-
hibits foreigners to acquire agricultural
lands. If a foreign individual or legal entity
inherits an agricultural land plot, it must
be sold within one year, otherwise owners-
hip for such land plot would be revoked.

A foreign citizen can acquire a non-
agricultural land plot only:

- within city boundaries ;

- outside city boundaries in case pur-
chaser already owns a building or a struc-
ture located on such land plot.

A foreign legal entity may acquire a
non-agricultural land plot only:

- within city boundaries - in case of
acquisition of a structure or a building
already existing thereon, or for the pur-
pose of construction of an object related

to commercial activity of such foreign
entity;

- outside city boundaries, only when
purchasing the building thereon.

The above described limitations apply
both to foreign and Ukrainian companies
with foreign capital, regardless of the per-
centage of foreign ownership.

Acquisition of state or municipal land
plots has its own peculiarities and in
general is even more complicated and
time consuming. To give an example,
sale of a state owned land plot to a fore-
ign legal entity requires prior approval of
the transfer by the Cabinet of Ministers
or, in certain cases, even by Ukrainian
Parliament (in case of sale of state owned
land plots except for those on which
objects which may be privatized are loca-
ted). Local municipalities are entitled to
take decisions on sale of municipal land
plots to foreign companies, though, upon
approval of the Cabinet of Ministers.
Moreover, in order to acquire state or
municipal land plot, a foreign legal entity
must register its branch in Ukraine.

3. Development Projects in Ukraine

During several recent years, Ukraine
exercises areal construction boom. Nevert-
heless, demand still significantly exceeds
supply, especially with regard to commer-
cial property. Office rent payments reach,
and in certain cases even exceed the ones
in Western Europe (in 2007, growth of rent
payments reached 20-30%).

Another factor of risk is unstable politi-
cal situation, which in many cases leads to
unreasonable decisions of state and local
authorities (e.g., in 2006-2007 Kyiv City
Council has unilaterally terminated nume-
rous agreements with investors; there exist
“sound” cases where decisions on granting
land plots to legal entities were revoked
without sufficient reasoning, etc.).

What is typical, such situation is com-
mon in large industrial cities, such as
Kyiv and surrounding area, Dnepropet-
rovsk, Donetsk, as well as in the Southern
parts of Ukraine (Southern Coast of Cri-
mea: Yalta, Alushta), whereas in smaller
cities investment climate is much better.

* * *

The land market and its legislative fra-
me has many difficulties in Ukraine and
requires many amendments and improve-
ments such as more transparent procedu-
res for acquisition of real estate property,
transfer of purpose of land plots and estab-
lishment of functioning and fully public
accessible database with information on
real estate property and relations to it.

By Monika Simiinkova Hoskova, General Direc-
tor of the Ukrainian branch of PETERKA &
PARTNERS Law Offices.
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