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Analysis of the draft Law of Ukraine On the 2018 State Budget of Ukraine 

 

A cursory analysis of the draft Law of Ukraine No 7000 On the State Budget of Ukraine for 2018  

(the draft version as of November 30, 2017) suggests that next year, the situation with financing of 

governmental programs on supporting internally displaced persons and the areas affected by 

armed conflict in Eastern Ukraine won’t drastically change. On the contrary, slight decline in 

financing of certain public bodies dealing with these problems and certain budget programs can be 

observed in some cases. This decrease can be unnoticed in UAH. However, taking into 

consideration the prognostic of USD exchange rate for 2018 (30,1 UAH/USD comparing with 26,5 

UAH/USD in January-August 2017, see Explanatory Note to the draft law No 7000) this difference 

is in evidence.  

In addition, like in previous (2016 and 2017) years, Article 1 of the Law of Ukraine On establishing 

additional guarantees of protecting rights of persons residing within the area of the anti-terrorist 

operation, and limiting liability of utility companies/service providers in the event of late payments 

for delivery of energy resources, stating that the purpose of this law is to establish additional 

guarantees of protecting housing and proprietary rights of persons temporarily resettled from the 

area of the anti-terrorist operation to other regions of Ukraine, will be suspended in 2018 until the 

anti-terrorist operation ends. These persons must be paid the outstanding wages, scholarships and 

pensions, which went into arrears as a result of the anti-terrorist operation. 

Below is a comparative table of expenditures of the 2017 State Budget of Ukraine and budget 

expenditures preplanned for 2018, compiled by analyzing the relevant Annexes 3. 

Public body / budget program Allocated in 2017 

(thousands UAH) 

Planned for 2018 

(thousands UAH) 

Ministry for Temporarily Occupied Areas and 

Internally Displaced Persons of Ukraine 

28 149,4 36 230,1 

Subvention from the state budget to local budgets to 

support the areas affected by armed conflict in 

Eastern Ukraine 

17 000,0 34 000,0 

Ministry of Social Policy of Ukraine 151 989 115,2 151 765 147,4 

Monthly specific-recipient assistance to internally 

displaced persons in covering housing (including 

utility) expenses 

3 263 665,0 3 211 758,6 
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Financing experimental employment of members of 

low-income families and internally displaced persons 

20 000,0 20 000,0 

Pension Fund of Ukraine 141 315 405,1 141 315 405,1 

Ministry of Education and Science of Ukraine 32 577 228,6 30 813 620,0 

Ministry of Health of Ukraine 16 208 096,1 31 536 413,0 

Ministry of Justice of Ukraine 9 094 510,3 12 692 763,2 

Legal Aid Coordination Center 408 744,9 529 326,4 

Ministry of Regional Development, Construction 

and Public Utilities of Ukraine 

1 736 146,7 1 290 145,6 

Supporting Ukraine’s regional policy 1 000,0 449 500,0 

Implementing the Extraordinary Financing Program 

of Restoring Ukraine 

55 000,0 50 000,0 

Financing implementation and coordination of the 

urban infrastructure development project, projects in 

Ukraine’s centralized heat supply sector, the 

extraordinary financing program for Ukraine, the 

Ukrainian municipal infrastructure development 

program, and projects of restoring Eastern Ukraine 

38 800,0 88 900,0 

Financial support to the State Fund for Promotion of 

Housing Construction for Young People 

6 850,0 6 850,0 

Subvention from the state budget to local budgets 

for implementation of projects under the 

Extraordinary Financing Program of Restoring 

Ukraine (nationwide expenditures) 

2 145 000,0 1 000 000,0 

State Fund for Regional Development 3 500 000,0 8 100 000,0 

Ministry of Defense of Ukraine 68 819 627,0 83 314 500,0 

State Service for Emergencies 8 157 502,4 10 744 000,0 

State Migration Service 2 006 225,0 2 873 929,1 

Administration of the State Border Guard Service 7 923 204,7 9 043 800,0 

Annex 7 to the draft Law of Ukraine On the 2018 State Budget of Ukraine separately mentions two 

budget programs:  

1) “Supporting the areas affected by  the armed conflict in Eastern Ukraine” (subvention from the 

general fund);  

2) “Implementing projects under the Extraordinary Financing Program of Restoring of Ukraine” 

(subvention from the special fund). 

UAH 0.00 has been allocated to local budgets in the Donetsk and Luhansk Oblasts and to other 

local budgets for implementation of both budget programs mentioned above. It can be explained 

by the fact that financing of these programs is provided as subventions from the general or special 

fund of the State Budget of Ukraine. In addition, a contest of projects has been announced for the 

budget program “Implementing projects under the Extraordinary Financing Program of Restoring 



3 
 

Ukraine”, and therefore, we cannot tell in advance what particular local budgets will receive 

allocations to finance their projects from the special fund.  

At the same time, the procedure of disbursing subventions from the state budget’s general fund 

today is imprecise and nontransparent. In view of that, we can’t forecast how financing will be 

allocated for implementation of the budget program “Supporting the areas affected by the armed 

conflict in Eastern Ukraine”. 

Annex 9 to the draft law, containing the list of loans to the Ukrainian government from foreign 

states, banks and international financial organizations, to be disbursed to the special fund of the 

State Budget of Ukraine in 2018 for implementation of investment projects, is also worth closer 

attention. However, the Ministry of Regional Development, Construction and Public Utilities of 

Ukraine is not a manager of these funds. The winners of tenders (some sort of sub-grants) that 

take place within the framework of these projects receive funding directly from financers. 

Regardless the fact that investment and infrastructure projects listed in the Annex 9 are not 

related to IDPs` housing issues, it is possible, nevertheless, to use it for solving these problems 

because of implementation by local authorities. The list of mentioned projects:    

1) The “Urban infrastructure development project – 2” financed by the International Bank for 

Reconstruction and Development (IBRD); 

2) The “Project of improving energy efficiency in Ukraine’s centralized heat supply sector”, 

financed by the IBRD; 

3) The “Ukrainian municipal infrastructure development program”, financed by the European 

Investment Bank; 

4) The “Extraordinary Financing Program of Restoring Ukraine” financed by the European 

Investment Bank. 

A contest of regional development projects which can be financed with the state budget funds 

provided by the European Union (http://www.minregion.gov.ua/napryamki-diyalnosti/regional-

dev/derzhavna-rehional-na-polityka/informatsiya-pro-proekti-regionalnogo-rozvitku/) seems 

especially interesting. These projects will come under auspices of Regional Development Programs 

of the Ministry of Regional Development, Construction and Public Utilities of Ukraine. As for 

internally displaced persons, the following projects of Regional Development Programs, which will 

participate in the financing tender in 2018, seem to be of interest: 

Project title Project initiator 

Developing regional effectiveness of medical 

services provided to internally displaced 

persons 

Ministry of Education and Science of Ukraine 

Modernization of education system in 

secondary schools for development of the 

Luhansk and Donetsk regions 

Ministry of Education and Science of Ukraine 

http://www.minregion.gov.ua/napryamki-diyalnosti/regional-dev/derzhavna-rehional-na-polityka/informatsiya-pro-proekti-regionalnogo-rozvitku/
http://www.minregion.gov.ua/napryamki-diyalnosti/regional-dev/derzhavna-rehional-na-polityka/informatsiya-pro-proekti-regionalnogo-rozvitku/
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Uniting All! – economic and cultural space of 

Starobilsk as an integration component for 

internally displaced persons 

Luhansk Oblast State Administration 

Procuring medical equipment for delivery of 

medical assistance to residents of the 

Pokrovske Raion and nearby districts and to 

IDPs from temporarily occupied areas 

Dnipropetrovsk Oblast State Administration 

Creating the Center for Requalification and 

Psychological Adaptation of Internally Displaced 

Persons 

Chernivtsi Oblast State Administration 

Socialization of internally displaced persons via 

solution of their housing problem 

Kherson Oblast State Administration 

 

Another ambiguous issue concerns financing of the Action Plan on organization of restoration of 

damaged (destroyed) social and transportation infrastructure, housing stock and vital support 

systems in the Donetsk and Luhansk Oblasts, approved by the Directive 1002-r of the Cabinet of 

Ministers of Ukraine of 16.10.2014, and the Comprehensive national program of supporting, social 

adaptation and reintegration of Ukrainian citizens resettled from the temporarily occupied 

territory of Ukraine and the anti-terrorist operation areas to other regions of Ukraine for the 

period until 2017, approved by the Resolution 1094 of the Cabinet of Ministers of Ukraine of 

16.12.2015. In both cases, the aforementioned action plans have been designated as separate 

budget programs neither in the draft Law of Ukraine On the 2018 State Budget of Ukraine nor in 

the similar legislative acts of past years. One can assume that certain projects under these 

Programs have been included to other budget programs or to regional development programs for 

certain regions, or represent part of the projects financed by foreign states or international 

financial organizations. At the same time, even if it’s so, the sufficiency of financing allocated to 

these projects is questionable. 

Housing issue. In March 2017, Article 4 of the Law of Ukraine On preventing the impact of the 

global financial crisis on development of construction industry and housing construction was 

amended to provide government support to combatants of the anti-terrorist operation and 

internally displaced persons in the amount of 50 percent of the affordable housing construction 

(purchase) cost and/or a reduced-interest mortgage loan (Law 1954-VIII). The procedure of 

allocating affordable housing, approved by the Resolution 140 of the Cabinet of Ministers of 

Ukraine of 11.02.2009 (amended on 11.05.2011), is aimed at implementation of the State 

Socioeconomic Program for Construction (Purchase) of Affordable Housing for 2010-2017. The 

government support to IDPs helping them buy affordable housing must be provided within the 

aforementioned Program’s framework. However, since the Program ends in 2017, the draft Law of 

Ukraine On the 2018 State Budget of Ukraine allocates no financing to this Program. At the same 

time, according to the State Socioeconomic Program for Construction (Purchase) of Affordable 

Housing for 2010-2017, one of the organizations responsible for its implementation is the State 

Fund for Promotion of Housing Construction for Young People, a specialized state financial 

institution to which potential applicants must submit the package of required documents. This 

institution is expected to receive UAH 6 850,0 thousand in financing in 2018, and at the same time, 
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financing of other budget programs concerning housing construction for young people was also 

extended: 

1) Partial reimbursement of interest rate on commercial bank loans to young families and 

single young people for construction (reconstruction) or purchase of housing: UAH 

35,400.0 thousand; 

2) Lowering the cost of mortgage loans to people who need to improve their living conditions 

for purchase of affordable housing: UAH 55,850.0 thousand; 

3) Increasing the authorized capital of the State Fund for Promotion of Housing Construction 

for Young People, Specialized State Financial Institution: UAH 30,000.0 thousand. 

The Resolution of Cabinet of Ministers No 708 of 20 September 2017 has changed the Resolutions 

of Cabinet of Ministers No 140 of 11 February 2009 and No 193 of 29 February 2012 aiming at to 

implement the program “Affordable housing”. The act establishes the procedure of government 

support for 50 percent of the affordable housing construction (purchase) cost and/or a reduced-

interest mortgage loan, as well as terms of its receipt and package of documents necessary for 

examination. In 2017 there were 30 000.0 thousand allocated from the State budget for its 

financing. Whereas the program “Affordable housing” is implemented due to State Socioeconomic 

Program for Construction (Purchase) of Affordable Housing for 2010-2017, there is a risk that costs 

for funding the program won`t be allocated next year. However, there is a MPs` amendment to 

the draft of State budget to allocate 1 000.000 thousand for financing the program in 2018.  

The investment projects and regional development programs that may be financed from the State 

Fund for Regional Development, to which UAH 8,100,000.0 thousand in financing is expected to be 

allocated in 2018, are also worth closer attention. These investment projects and programs 

concern mostly renovation (reconstruction) or construction of both social (schools, kindergartens, 

hospitals, ambulatory care clinics, etc.) and general public (water and heat supply networks, local 

roads, etc.) infrastructure. However, these funds may also be used to finance housing 

reconstruction, such as, for instance, major renovation of a dormitory in Severodonetsk, Luhansk 

Oblast, in 2017. But in order to receive financing, these facilities must be included to the list of the 

aforementioned projects and programs, separately for every region. According to Article 24-1 (3) 

of the Budget Code of Ukraine, local authorities must submit, by 1 May of the year preceding a 

planned year, their proposals with a list and description of investment projects and regional 

development programs that may be financed from the State Fund for Regional Development. 

Therefore, in order to solve, at least partially, housing problems of IDPs (for example, by 

renovating dormitories and temporarily accommodating IDPs there), local authorities must include 

certain housing facilities to the list mentioned above. 

In addition, another way of solving housing problems of IDPs could be regional programs of 

individual housing construction in rural areas (“Own House”), which must be developed per 

Decree 222/98 of the President of Ukraine of 27.03.1998 On measures of supporting individual 

housing construction in rural areas, and implemented per Regulation on the Procedure of Forming 

and Using Funds for Support of Individual Housing Construction in Rural Areas approved by the 
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Resolution 1211 of the Cabinet of Ministers of Ukraine of 03.08.1998. At the same time, funds for 

support of individual housing construction in rural areas are only partially financed from the state 

budget allocations for long-term reduced-interest loans to individual developers. Considering the 

foregoing, no separate budget program has been envisaged to address this matter. 

The Parliamentary Committee on budget issues prepared a draft of VR Decree on conclusions and 

recommendations to the draft Law of Ukraine on the 2018 State Budget of Ukraine (Budgetary 

conclusions). In accordance with Budgetary conclusions the Committee proposes to make changes 

to Annex 3 on expenditures of State Budget. The following proposals related to IDPs issues seem 

to be interesting:  

 To create a new budget program “Supporting to create workplaces for reconstitution and 

infrastructure development in Donetsk oblast”, as well as to provide expenses in the 

amount of UAH 80.000 thousand to the Ministry of Social Policy of Ukraine (§ 1.12.28); 

 To provide expenses for UAH 5 000.000 thousand to new budget program “Subvention to 

local budgets on socioeconomic development of several territories”, as well as to reduce 

costs for UAH 5 000.000 thousand of budget program “State Fund of Regional 

Development” modifying the Annex 7 accordingly (§ 1.12.35).    

Following the above, the conclusions are: 

1) The draft law on State Budget for 2018 doesn`t provide funding for any systemic durable 

solutions on IDPs` issues, it still remains a budget of emergency with the same approaches; 

2) Numerous court decisions revealed different problems related to compensation for 

damaged or destroyed housing, land and property. The lack of mechanism on 

compensations according to art. 19 of the Law of Ukraine on Combatting terrorism is one 

of the problems. Despite the mentioned, as well as relevant draft laws being currently 

under the consideration by the Parliament of Ukraine, the draft of the State budget for 

2018 doesn`t provide any costs for compensation;  

3) The financing of the Ministry for Temporarily Occupied Areas and Internally Displaced 

Persons of Ukraine even in case of slight increase is not sufficient for the Ministry to 

execute its functions; 

4) The expenditures of the Pension Fund of Ukraine will remain on the same level as it was in 

2017. It means that the payment of pensions to individuals residing on NGCA won`t be 

provided. Taking into consideration the prognostic of USD exchange rate (30,1 UAH/USD) 

the financing of Pension Fund of Ukraine will be even decreased in 2018. It is worth as well 

to take into account the prognostic of inflation (11,2%) for 2018;  

5) There won`t be any revision of subventions from the state budget to the Ministry of Social 

Policy for monthly targeted assistance to internally displaced persons covering housing 

(including utility) expenses, as well as there won`t be needs assessment of IDPs provided; 



7 
 

6) The government`s decision of financing the program “Affordable Housing” is a positive 

example of durable solutions on IDPs` housing issues. However, the financing of State Fund 

for Promotion of Housing Construction for Youth entitled to preferential lending to IDPs for 

construction (purchase) of affordable housing remains at the same level. Besides, the State 

Socioeconomic Program for Construction (Purchase) of Affordable Housing for 2010-2017 

aimed at preferential lending is ending this year. That`s why there is a risk for “Affordable 

housing” program to not to be funded for the next year unless the Verkhovna Rada of 

Ukraine votes MPs` amendment on allocation of amount in 1 000.000 thousand from the 

State budget to implement the mentioned program.  

7) If recovery in eastern Ukraine is a state priority, it is not visible in the state budget. For 

example, it is unclear how many costs, for which specific aims will be allocated next year, 

and why a new budget program was created only for Donetsk oblast but not for Luhansk 

oblast. If the state wants to attract international support for recovery in eastern Ukraine, it 

needs to be able to show its own plans and budgets.  

 


