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Purpose: conduct a review of the current state of regulation of the crypto market in Ukraine and express
their views on the legal regulation of this institution in Ukraine. Methods of research: within the framework
of European integration directions of development of Ukraine and improvement of development of the level
of protection of the rights of persons, ways of improvement of economy, globalization, spread of IT
technologies more and more. This directly influences the emergence of new financial institutions, tools and
forms of interaction between people. With this rapid development, an analogue of traditional currencies,
cryptocurrency, has emerged. Thus there is a need to study the features and trends of cryptocurrency
development and regulation of the development of this system. Results: over the last 5 years, research on the
crypto market has been conducted quite actively by economists. As for the lawyers of researchers, such
scientists as Derevyanko B., Ustimenko V., Pashchenko K., Golubeva N., Grebenyuk M., Vorontsova S.,
Doronin 1., Kovalchuk A., Stetsenko S., Solovyova A. have made a significant contribution to legal science in
these matters. Discussion: today, as in many countries, the legal status of cryptocurrency is absent. At the
same time, there is a «boldy introduction of the instruments of this market into the economy of Ukraine.
Imperfect regulation and research on this crypto issue somewhat hinders the development of this sector and

technology.
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Formulation of the problem. With in the Eu-
ropean integration of Ukraine and areas of im-
provement of the level of protection of rights of
ways to improve the economy, globalization, the
spread of IT — Technology more and more. It di-
rectly affects the emergence of new financial insti-
tutions, tools and forms of interaction between
people. Thanks to such a rapid development, an
analogue of the traditional currencies — crypto
currency. Thus, there is a need for the study of the
peculiarities and trends of the development of
cryptography and the regulation of the develop-
ment of this system.

Analysis of recent research and publica-
tions. Over the past 5 years, research on crypto
market has been conducted quite actively by
economists. As for the lawyers of researchers,
then such scholars as Derevyanko B.V., Ustimen-

ko V. A, Paschenko K. L., Golubeva N. Y.,
Grebenyuk M. V., Vorontsova S. V., Doronin I. M.,
Kovalchuk A. S., Stetsenko S. V., Solovyova A. B.
made a significant contribution to the legal science in
these matters.

Problems not resolved before. Today in Ukraine
as in many countries, there is no legal status of cryp-
to currency. At the same time, the "timid" implemen-
tation of the instruments of this market in the Ukrain-
ian economy operates. Imperfect legal regulation and
research of this crypto-issue somewhat inhibits the
development of this sector and technology.

Goal. To review existing state regulation crypto
market in Ukraine and express own views on the le-
gal regulation of this institution in Ukraine.

Presentation of the main material. It is estimat-
ed that as of today there are more than 2 thousand
types of crypto currency, the most popular is Bitcoin.

IOpuouunun eicnux 3 (52) 2019 95



KOHCTUTYLIMHE TA AIMIHICTPATHUBHE ITPABO

The total capitalization of the market of Bitcoin is
estimated at 130 billion. US dollars, but aggregate
amount trades such digital assets reaches 2.6 bil-
lion US dollars. So it is quite strange situation in
which crypto currency became indispensable part
of social relations, financial tools, business, at the
same time no legal regulation. As it shows world
practice, crypto currency is gaining more and
more popularity worldwide, the ban of its devel-
opment is technically impossible and economical
inappropriate and therefore legal regulation of
crypto currency is only a matter of time.

Today in Ukraine as in many countries, there is
no legal status crypto currency. Crypto currency
(digital currency) is special electronic pay tool
whose course is supported only by demand and
supply. Such electronic money is not regulated not
one of the state legal systems. The main feature of
the digital currency is its decentralization. Crypto
currency is dispersed in Internet and does not have
centralized management. Crypto currency does
not mean the obligations of its owner, payments
within the system of a certain crypto currency
could be carried out absolutely anonymously, that
for payers and recipients of crypto currency mean
the complete absence of control from any third
parties, including government agencies. The main
platform of occurrence of crypto currency was a
kind of protest against the fiscal domination of the
state and dependence on central banks. Today,
among politicians and academics, there has been a
debate about the advantages and disadvantages of
these technologies. And the legislator has only
2 ways of developing the following events: legal
recognition and consolidation in the norms of the
national legislation of crypto business or impera-
tive prohibition of crypto technologies.

Today there are several different types for as of
today, according to Part 1 of Art. 99 of the Consti-
tution of Ukraine, the monetary unit of Ukraine is
the hryvnia. According to Clause 3.3 of Art.3 of
the Law of crypto currencies: Bitcoin (BTC),
Litecoin (LTC), Peercoin (PPC), QuarkCoin
(QRK), Worldcoin (WDC) and other. But Bitcoin
is the most widespread and most expensive cryp-
tocurrency in the world and in Ukraine. It has the
advantages of decentralization, anonymity of all
transactions, trade agreements are conducted only

in electronic format. Get Bitcoin is possible by the
operation of purchase and sale through online ex-
changes by payment for goods and services directly
or through the purchase from another owner. Also,
one of the main features of this currency is that it is
protected from inflation, since the emission proce-
dure is programmed to reduce the number of virtual
money in circulation [1, p. 635].

However, the drawbacks of cryptocurrency also
deserve some attention. They are a large percentage
of the commission, lack of state guarantees, and as a
result, they are not always profitable to pay. And it is
almost impossible to prove that it is from your e-
wallet - fraudsters have stolen crypto money.

Regarding the transition of the economy to
cryptocurrencies, the main problem is that the system
is not very stable course. There are no centers of
influence anywhere, so the course is unpredictable
globally. Technically, this can be stabilized if
blockchain technology is implemented nationwide.
Technology will be an effective resource that will
need support in cryptocurrency. There is a good idea
that cryptocurrency protocol will be taken as the
basis, with some centralization but full transparency
for all participants of the process. This will be much
more efficient than the existing system [3].

In turn, the financier and managing partner of the
company Capital Times Eric Naiman believes virtual
money is the currency of the future. Bitcoin became
part of it real economics, banks could issue loans un-
der the pledge of Bitcoins. There fore, the collapse of
crypto currency may provoke credit crisis. Also
Naiman stressed on the fact that at present market
capitalization of As of today, according to Part 1 of
Art. 99 of the Constitution of Ukraine, the monetary
unit of Ukraine is the hryvnia. According to
Clause 3.3 of Art.3 of the Law of crypto currencies,
is 150 billion dollars [3].

Considering all of the above, the prospects for
bitcoins are rather ambiguous. Some countries
regulate this currency at the legislative level,
consolidate and work on its development, while
others imperatively prohibit its use or sometimes
introduce significant restrictions on its circulation.

Despite the hype in the financial market, all
bitcoin transactions in Ukraine are still outlawed. In
August 2017, the National Bank of Ukraine (NBU)
issued a press release stating that cryptocurrencies do
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not fall within any of the definitions set out in the
legislation. Accordingly, it cannot be called illegal
- just like mining, tokens, etc. If earlier the main
reason to open a criminal case was that one could
"cling" to the word "money surrogate”, now there
are no such cases. The NBU believes that the
development of technology cripples should not
encourage corruption, money laundering, and
illegal activity financing. The whole world is
fighting for transaction transparency and
identification of transaction participants, so it is
crucial that all transfers are made transparently.
Therefore, the question is mostly about owning
assets, declaring, paying taxes.

At present, there is no single definition and ap-
proach to regulating cryptocurrency transactions
in Ukraine. Although, according to statistics,
Ukraine is in the top 5 countries in terms of the
number of users of different bitcoin wallets. There
are many legal uncertainties about virtual curren-
cies. The lack of a proper legal framework sub-
stantially increases all other risks [2, p. 762].

As of today, according to Part 1 of Art. 99 of
the Constitution of Ukraine, the monetary unit of
Ukraine is the hryvnia. According to Clause 3.3 of
Art.3 of the Law of Ukraine of April 5, 2001
No. 2346-111 "On Payment Systems and Transfer
of Funds in Ukraine", Part 1 of Art. 3 Decree of
the Cabinet of Ministers of Ukraine "On the Sys-
tem of Currency Regulation and Currency Con-
trol" No. 15-93 dated 19.02.1993, the hryvnia as a
monetary unit of Ukraine (the national currency)
is the only legal means of payment in Ukraine ac-
cepted by all natural and legal persons without
any restrictions on the whole territory of Ukraine
for conducting transfers. According to pp.14.1.93
of the Tax Code of Ukraine, funds mean hryvnia
or foreign currency.

According to Part 1 of Art. 2 of the above-
mentioned Decree of the CMU "On the system of
currency regulation and currency control”, resi-
dents and non-residents have the right to be the
owners of currency values located on the territory
of Ukraine. Residents also have the right to be
holders of currency values located outside
Ukraine, except in cases stipulated by the legisla-
tive acts of Ukraine. The list of currency values is
indicated in Art.1 of the said Decree, including the

currency of Ukraine, payment documents and other
securities, expressed in the currency of Ukraine; for-
eign currency, payment documents and other securi-
ties denominated in foreign currency or bank metals;
banking metals.

Consequently, crypto currency in the sense of
Ukrainian law cannot yet be equated with either a
means of payment or currency value [4]. We believe
that this requires further legislative development.

Also, due to the fact that the crypto currency in
Ukraine has no legal basis, there are a lot of prob-
lematic issues. An obvious problem arising from the
relationship between crypto currency entities is the
protection of rights. As a regulator, the National
Bank of Ukraine is not responsible for any risks and
losses associated with the use of "virtual currency /
crypto currency”. In addition, without the legaliza-
tion of this issue and legislative fixing, the likelihood
of spreading money laundering and financial terror-
ism is increasing. If the state created a proper license
for crypto currency activity, it would greatly help to
avoid these situations [5].

In our view, the legal ban on the use of crypto
currencies will not hinder the use of crypto curren-
cies, but will not allow states to regulate the process-
es of using such currency. If the state bans the use of
crypto currencies, it will exclude itself from the pro-
cess of their circulation.

Another problem of crypto currency legal regula-
tion in Ukraine is the ambiguous regulation of crypto
currencies in the world. Countries with strong econ-
omies and currencies are introducing crypto currency
as a means of payment or as a financial asset. Coun-
tries with weak economies and volatile currencies are
trying to support the national currency by restricting
crypto currency as a means of payment, but by al-
lowing crypto currency as a means of exchange.

For example, in some U.S. states, crypto currency
is subject to wire transfer. In Germany, bitcoins are
recognized as a unit of account. In Japan, crypto cur-
rency is recognized as legal tender. In Europe, crypto
currency is mostly equated with electronic money,
but it is not considered legal tender and is considered
as a medium of exchange. In China, bitcoin transac-
tions are banned for banks but allowed for individu-
als. In Canada, bitcoin is a means of calculation. In
Spain, the bitcoin system is recognized as an official
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payment system. There are direct bans on crypto
currency in Bolivia, Ecuador, Thailand and Vi-
etnam.

It is interesting how the Russian legislator pro-
poses regulation of the crypto currency market.
For the most part, he has followed the path of total
state control and regulation with restrictions in the
autonomous actions of the subjects of the crypto
market. We believe that such actions limit the
constitutional rights of citizens to use their per-
sonal funds independently. The Ukrainian legisla-
tor did not adopt such an approach and is trying to
give crypto autonomy to the entities in the market,
and therefore the question of the consequences of
such activity. The Ukrainian legislator does not
assume any liability for the consequences and re-
sults of the actions of the crypto entities.

Thus, the ambiguous approach to crypto cur-
rencies around the world creates additional prob-
lems for determining the legal status of crypto
currencies. This means that in Ukraine it is neces-
sary to develop its own approach to the legal regu-
lation of crypto currencies, giving them a special
legal status, based on the current state of legisla-
tion and economic development of the coun-
try [4].

Given the significant increase in interest in the
virtual currency among the people of Ukraine and
the existing problems in the use of crypto curren-
cies, the need for the legal definition of crypto
currency becomes increasingly urgent. Thus, on
October 6, 2017, a draft law “On the Circulation
of Crypto currency in Ukraine” was registered in
the Verkhovna Rada [6]. This law was created to
regulate legal relationships regarding the circula-
tion, storage, possession, use and conduct of
transactions using crypto currency.

In case of introduction of legal regulation of
crypto currency in Ukraine, the following issues
should be resolved:

— identify virtual currencies (including elec-
tronic money), including crypto currencies. Such a
definition should not contradict the definition of
the EU, in particular in view of the Association
Agreement between Ukraine and the EU [7];

—to establish the procedure for taxation of
mining operations, crypto currency exchange (ex-
change);

— determine the procedure for creation and activi-
ty of the crypto currency exchange;

— establish responsibility for non-compliance with
the requirements of the current legislation on the use
of crypto currencies;

—introduce licensing of crypto currency-related
business activities [8, p. 77].

In a draft law "On the Circulation of the Crypto
currency in Ukraine", the Ukrainian legislator de-
fines: "crypto currency is a program code (a set of
characters, numbers and letters), which is the subject
of property rights, which may act as exchanges, in-
formation about which is stored and stored in the
blockchain system as a units of the current block-
chain system in the form of data (program code)"
The project proposes to believe that crypto currency
(program code) is subject to property rights. And its
turnover is carried out by means of a mine agree-
ment.

Scope of crypto currency: the subject of crypto
currency transactions has the right to freely dispose
of crypto currency, in particular, to carry out transac-
tions for the exchange of any crypto currency for an-
other crypto currency, its exchange for electronic
money, currency values, securities, services, goods,
etc.

Also, determining the legal status of miners will
be a positive aspect of the law on crypto currency
circulation in Ukraine. This serves to prevent dis-
putes with law enforcement agencies about the ille-
gality of mining and harassment of miners.

The crypto currency’s popularity is twofold: ano-
nymity and decentralization. It is believed that in the
future, crypto currency will be the successor of paper
money, completely taking over their functions. But at
this stage, its legal status in many countries is uncer-
tain.

Conclusions. Thus, as a result of the study, the
authors are deeply convinced that the state of
Ukraine, in recognizing the existence of crypto cur-
rencies, should create the legislative conditions for
the development of financial institutions with a
broader adoption of the crypto market and its instru-
ments. Such regulation can be expressed in the posi-
tive regulation at the level of clarification and the
adoption of a separate law on the regulation of the
circulation of crypto currency in Ukraine.
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I. II. YerunoBa

JAEAKI CYHACHI ACIIEKTH ITYBJITYHOI'O PETYJIIOBAHHA
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Mema: nposecmu nepeaisio CY4aCHO20 CMAHY pe2yllt08aHHA DPUHKY Kpunmosanom 6 Ykpaini ma
BUCTOBUMIU C80T0 OYMKY U000 NPABOBO20 Pe2YNt08aANHs Yb0o2o Asuwa 6 Yxpaiui. Ilocmanosexka npooaemu: y
cmammi po3KPUSAEMbCSL NPABOGA Pe2IAMEHMAYIs KPUNMOBATIOMU 8 3AKOHOOABCEI, HABCOCH] MINCHAPOOHI
HOpMU, a MAKONC AKMYAIbHICINb MA 8ANCAUBICMb Yb02o AGUWA. Pozenanyma npakmuka 3apy0isncHux Kpain
Ma 8aANCIUBICb 3AKPINIEHHA mMa IMNJIeMeHmayis 6 HAYIOHAIbHe 3aKOH00agcmeo. Taxodc eadicaugum
acnexmom pobomu € came OOCTIONCEHHsT PO3GUMKY | GUKOPUCIAHHA KPpUNMogamomu 6 Yxpaiui, ananiz
0Cc00UB0CTHI PYHKYIOHYBANHS KPURMOBATIOMU 6 C8IMOSUX Naamidchux cucmemax. Kpunmosganioma cmana
HEOOMIHHOIO YACTNUHOW COYIAIbHUX BIOHOCUH, (DIHAHCOBUX THCMPYMEHmMI8, Oi3Hecy, npu YboMy He MA€E
npagoeozo pe2ynioeanHs. AK nokazye cimoea Npaxmukd, Kpunmosanioma Habupae 6ce OLIbUOL
NONYJAPHOCMI 8 YCbOMY C6imi, il pO36UMOoK 3aO0POHUMU MEXHIYHO HEMONCIUBO MA eKOHOMIYHO HEOOYLIbHO,
a omoice, NPABOGe Pecynio8aHHsL KPUNMOBAmIOM HAPA3i € Tulie NUmanHam yacy. Pezynsmamu: na cb0200Hi 6
Yrpaini, ax i 6 baeamvox Kpainax, eiocymuiil 3akoH00asyull cmamyc xkpunmosaniomu. Kpunmosanoma
(yughposa sanoma) — ye 0coOIUBUI eNEKMPOHHUL NAAMINCHULL 34Ci0, KYPC K020 NIOMPUMYEMbCL MITbKU
nonumom ma nponosuyiero. Taxi ereKMpoHHi epouli He pezyntorombesi Hi OOHIEI0 3 0epIICcABHUX NPABOBUX
cucmem. Y 3axonooasys € minbKu 08a WIAXU PO3GUMKY HACMYNHUX HOOI: Npasoee GU3HAHHIL Md
3GKPINAEHH 8 HOPMU HAYIOHANLHO2O 3AKOHO0A8CMEA KpunmobizHecy abo imnepamusHa 3a00poHa
Kpunmomexnonozitl. Ilepcnexmusu 6Oimkoinig docums HeoOno3nauni. OOHI KpaiHu peziamenmyioms yio
BANIOMY HA 3AKOHOOAGHOMY DI6HI, 3aKPINIOIMb Ma NPAYIoIoms HAO il pO36UMKOM, A THUE — IMNEPAMUBHO
3a60poHsIOmb i1 GUKOPUCTAHHS AO0 THKOIU 6HOCAMb CYMMESL 00MedceH s wooo obizy yici eamomu. Bci
onepayii' 3 6imkoinamu 6 Yxpaini 0oci no3a 3aKkOHOM, I He ICHYE €0UHO20 GUBHAUEHHS Md NI0OX00Y CMOCOBHO
Ppe2yno8ants onepayiti 3 Kpunmoeamomow. Yxpaina exooumv 00 mon-5 Kpain ceimy 3a KilbKicmio
Kopucmyeauie pisHumu Oimxoin-eamanysamu. Kpunmoeanioma 6 po3yMiHHI YKPAiHCbKO20 3AKOHOOABCMEA
NOKU W0 He Modce OYmu NpupieHana Hi 00 3acody niamedxicy, Hi 00 8an0mMHOL yinHocmi. Aemop doxooumse
BUCHOBKY, WO 8 MAtOYMHbOMY KPUNMOBANIOMA CMAHe HACMYNHUKOM NANeposux 2pouiel, NOBHICI0
nepeunssuy ix Qynxyii Ha cebe. Q02080peHHA: HA OAHOMY emani NPagosUli CIMamyc Kpunmogamomu y
bacamvox kpainax € HesusHauenum. lIpome, mu e1ubOKO NepeKoOHaHi, Wo 0eprHcasa NOBUHHA BUSHATNU
ichysanns kpunmosaniom. Take GusHaHHA MOdJice OYMU GUPAdICEHE 68 NO3UMUBHOMY Pe2yI08AHHI HA DI6HI
O3 SICHEeHb, MA NPUUHAMMI OKPEMO20 3AKOHY W000 pe2yito8ants 00i2y Kpunmosamiomu 6 YKpaiui.

Knwuoei  cnoea: xpunmosganioma;  OIMKOiH,  Kpunmoepagiuni;  Y4acHuku  Kpunmosaiomu,
AbMEPHAMUBHT MemOoOU PO3PAXYHKIE.

100 IOpuouunun eicnux 3 (52) 2019



