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The problem of citizen housing providing as a key prerequisite for sustainable development of
Ukrainian cities has become especially relevant in the last decade, given a number of factors and objective
circumstances. Such circumstances include both the global trend of urbanization and the challenges of
today, which are the result of military aggression in the east of the country and the COVID-19 pandemic.
All this raises the question of the need to intensify the state housing policy and finding non-standard models
and additional reserves and funding sources for housing construction in Ukraine. The authors analysed the
main approaches of European countries in the field of social housing. The existence of national
peculiarities of the implementation of the state housing policy has been established, as well as the common
features of the relevant public service provision by the governments of the EU member states to their
citizens have been determined. The authors found that European countries, as a result of a long
evolutionary path of development, mostly rely on the model of social housing sector support, which
provides subsidies to both the developer during the construction of such housing and the citizens who find
themselves in difficult circumstances. At the same time, social housing for the needy is not sold, but rented
on preferential terms. The authors of the article on the basis of the Ukraine legislation analysis, according
to the results of the proposed funding schemes effect assessment of social housing construction identified
the main areas of optimization and further research. It is clearly illustrated that one of the ways to ensure
the availability of such housing for those who need it is to reduce the cost of construction through the use
of tax privilege for housing cooperatives, the benefits of small business taxation preferences and innovative
methods of combining original organizational legal forms of doing business in combination with the use
of modern financial instruments, such as derivatives.
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Abbreviations:

AMC — asset management company
IDP  —internally displaced persons;
TCU —tax code of Ukraine;

VAT —value added tax;

IE — individual entrepreneur.
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Introduction. Mankind's awareness of the essence and nature of the global ecological crisis,
which was especially acute for humanity at the end of the last century and the possible
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consequences for the planet as a whole, led to the search for ways to overcome it. And one of
such approaches became the ideas of sustainable (sustainable) development, which were
proposed by scientists in the twentieth century, and during the last decade have become
especially important [1].

The Verkhovna Rada of Ukraine in order to ensure the implementation of the basic
provisions and principles of the concept of sustainable development in our country in December
1998 approved the "Concept of sustainable development of settlements of Ukraine" [2]. At the
same time, the main directions of state policy to ensure sustainable development of settlements
included, among others, increasing the level of housing for citizens, based on the needs and
capabilities of different segments of the population and guaranteed housing for socially
vulnerable citizens.

Problem statement. The issues of clarifying the essence of such a phenomenon as social
housing and the identification and classification of affordable residential real estate has been
studied in the works of many leading foreign scholars and researchers, including T. Poggio and
K. Whitehead [3], P. Bergman and E. Chetty [4], H. Botton and B. Wats [5; 6], aswell as E. Liu
and K. Marin [7]. The work of S. Green, W. Wilson, G. Young [8] and many other scientists
are devoted to the problem of determining the degree of affordability of social rent, the
relationship between housing and poverty, substantiation of the optimal amount of rent in the
affordable housing sector.

Significant scientific work on this topic in the form of theoretical and applied research on
various aspects of housing construction funding in Ukraine belongs to such well-known
domestic scientists and economists as: T. Yevtukh [9], V. Bazylevych, O. Stashchuk [10], V.
Kravchenko, I. Kucherenko, and others.

At the same time, despite the large number of scientific publications that comprehensively
cover the issues of social housing financial support and funding, there is a real need to
systematize and analyze current international experience in this area to clarify possible problems
and prospects for its implementation in the conditions of Ukraine. Special attention should be
paid to the assessment of the possibility of implementing foreign practices and theoretical
achievements during the state and local housing policy formation and realization.

The purpose of the research is to systematize and analyse modern European practice of
financing the social housing construction. The obtained results allow to assess the prospects and
expediency of applying the best world experience in the conditions of Ukraine in order to create
appropriate impulses and incentives for optimization and intensification of the state housing
policy. An equally important task of scientific research is to find out the availability of internal
reserves to reduce the cost of social housing in order to make it much more accessible to those
who need it. According to the authors, tax payments can be a source of such savings

Results of the research. Today the population of Ukraine is 41.9 million people, which is
exactly the same as lived in the country in 1959, but if then the population of cities was 45.8%,
today this figure is 69.5% [11]. The war in eastern Ukraine has led to a huge number of IDP
whose families need housing. Today, there are about 1.3 million families in Ukraine who need
to improve their living conditions. All this raises the issue of intensification of state housing
policy and the need to find additional reserves and sources of housing construction funding in
Ukraine. A study of the European experience in implementing programs to provide the
population with social and affordable housing can be very useful in this regard.

In this regard, it may be very useful to study the European experience of implementing
programs to provide the population with social and affordable housing.
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Figure 1. Housing stock of Ukraine [11]

Despite all the efforts of the Government of Ukraine, no qualitative changes have been made
in providing the population with housing in the country over the last decade, the housing stock
remains almost unchanged. The average housing provision in Ukraine is 2 - 2.5 times lower
than in European countries. Regional statistics confirm the existence of serious disparities in the
level and dynamics of regions™ socio-economic development, reflected in the pace of housing

commissioning in some regions (figure 2).
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Figure 2. Total area of residential buildings put into operation in urban areas by region

(thousand sg.m.) [11]

In the EU member states, social housing includes more than 28 million houses and
apartments, which is from 0.5% for such countries as the Czech Republic, Estonia, Lithuania
and others. up to more than 20 percent (Austria - 20%, Denmark - 22%, the Netherlands - more
than 37%) of the total housing stock, but there are significant differences between countries in
the definition, size, volume, target set of contractors and types of providers and operators of

social housing [12; 13].
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As it was demonstrated in our previous papers the national citizens social support systems
in European countries in general and the housing policies of the governments of individual EU
member states are very different. At the same time, there is one feature that is inherent in most
of them: the governments of almost all countries are trying to build and maintain a system of
motivation for citizens, aimed at encouraging tenants to make every effort to improve their
living conditions by themselves: housing for the needy is leased, not sold. This makes it possible
to provide assistance to the widest possible range of people who need such assistance.

Unlike European countries, in accordance with the historical traditions and customs that
have developed in most countries of the former Soviet Union for decades, the Ukrainian
government has almost always directed all its programs to support the future owner of the
apartment, not its landlord.

According to the State Statistics Service of Ukraine, the structure of sources of financing for
housing construction in recent years is relatively stable and has the following form: 55% - funds
of the population; 18% - funds of business entities; 15% - borrowed resources; 7% - government
budget funds; 5% - developers' own funds.

Our analysis of the structure of sources of financing the construction of residential real
estate, as well as the volume, forms and methods of such financing led to conclusions about the
need for immediate changes in this matter. On the one hand, the state does not have enough
funds to build housing for all citizens who need it, and on the other hand, the state too severely
restricts potential developers in choosing legal forms and methods of financing housing
construction without creating any preferences and incentives for the construction of social and
affordable housing. The above determines the relevance of our proposed approaches to
expanding the range and ways to organize the interaction of potential participants in the process
of housing construction and, in particular, the forms and methods of its financing, which differ
from existing ones.

Business model 1: The construction customer is a housing cooperative, and its contractors
are Single Taxpayers who have chosen the third group of the special taxation and
reporting regime at a rate of 5%.

The essence of this mechanism is to replace the direct relationship between private investors
and the developer with a more complex scheme, when investors at their own expense share in
financing the costs of the construction cooperative as its associate members, and housing
cooperative only orders housing construction services from subcontractors, which in turn are
legal entities that pay the Single Tax at a rate of 5% and are not value added tax payers.

The advantages of this scheme are obvious, because, firstly, they allow, unlike the "classic
conventional schemes" such as financing through the issuance of target bonds, usage
construction financing funds and mutual investment institutions to raise funds long before all
conciliation and land allocation procedures will be completed, as well as much earlier than the
working design documentation for housing construction will be developed and duly agreed.

The key advantage of our proposed scheme, however, is that its participants will be able to
save significantly on taxes and associated costs, which are mandatory in the implementation of
the mechanisms provided for in Art. 4 of the Law "On investment activities". Tax savings will
arise in terms of minimizing the income tax that the developer previously had by "transferring"
it to the Single Taxpayer, where it will already be taxed at a rate of 5% (of revenue), instead of
18%, as it was before. Another important component of the reserve for lower prices for social
housing is the savings on VAT.

Thus, previously carrying out construction work on the construction of residential real estate
for investors' money, the developer actually carried out the first supply of housing within the
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meaning of paragraph 197.1.14, paragraph 197.1 of Article 197 of the TCU, which would
inevitably lead to a VAT liability for the entire cost works. According to the scheme proposed
by the authors, the Housing Cooperative must purchase (including VAT) materials directly from
suppliers or from a contractor who performs construction work with a minimum markup, thus
reducing to almost zero both the profit of the company and the VAT payment to the budget, and
other costs under the basic scheme of business organization (salaries with accruals, depreciation,
etc.) as well as the expected profit of the cooperative, which previously formed the full cost of
its construction work is now planned to concentrate with subcontractors who have chosen the
third group of the special taxation and reporting regime at a rate of 5%. Thus, subcontractors
are not VAT payers, and therefore do not have to accrue and pay this tax when supplying house
construction services, despite the fact that such works are the first supply of housing.

Business model 2: An agreement on joint activities in construction between investors and
the developer. The agreement of joint activity is not included in the list of instruments of
financing of housing construction established by Art. 4 of the Law of Ukraine "On Investment
Activity", however, the current legislation does not prohibit the construction of housing
facilities by concluding an agreement on joint activities, because by concluding an agreement
the parties turn their "counter” interests into "parallel™. It does not have the party that gives its
money as an advance to the developer in order to pay in full for the purchased housing in the
future. There are equal partners who their combine efforts and money to achieve a common goal
- a non-profit activity that is to build housing. Under such conditions, the parties to the
contractual relationship do not sell residential real estate, and therefore there is no need to pay
taxes.

Business model 3. Public-private partnership in construction using forward contracts.

The main disadvantage of all existing schemes and mechanisms for financing housing is that
the profit remains with a private developer, and the state is virtually deprived of any opportunity
to influence the price per square meter of housing, buying ready-made real estate.

European experience shows that the model needs to change. The model of state support of
the social housing sector in Ukraine will be absolutely economically justified, which will either
allow to accumulate profits in a state institution that is the operator of the relevant social service,
or will allow this operator or any other authorized body to remain the owner of social housing.
for rent to the needy. Such a hybrid financing scheme could be a scheme involving asset
management companies that manage mutual funds and the use of tools such as forward contracts
as derivative securities, in which primary assets are social housing.

The main advantage of forward contracts in terms of the financial condition of the enterprise
is to minimize the tax burden. The essence of minimizing the payment of taxes is that the
forward contract is a derivative - a document that regulates the relationship between seller and
buyer of intangible, tangible assets or securities, but not now, but in the future (Article 14 TCU).
And according to Art. 196.1 TCU transactions conducted with derivatives are included in the
list of transactions that are not subject to VAT.

In judicial practice, there are cases that show that tax authorities often do not accept the
position of the taxpayer, making incorrect conclusions based on inspections, but the courts do
not agree with this position of regulatory authorities and recognize forward contracts
(derivatives) - the property of joint investment institutions. In this way, the courts confirm the
right of collective investment institutions to tax relief, as stated in particular in the Decision of
the Second Administrative Court of Appeal in case Ne 440/214/19.

The results of the comparative analysis of possible savings of the developer in the case of
using the business models proposed by the authors of the study are shown in table 1.
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Table 1
Proposed alternative financing methods and business schemes effectiveness assessment
Basic Basic Business Business Business model 3
scheme 1 scheme 2 model 1 model 2
Indicator housing joint activity | asset management
Developer- Target .
buyer bonds cooperative + | agreement + | - company, property
IE (5%) 1E (5%) rights, derivatives
Profit 3117,87 5274,35 14660,96 13129,51 13974,75
Profitability, % 8,30 14,04 39,02 34,95 37,2

All calculations were made using a complete set of budget documentation for the
construction of an apartment building in Sumy at 43 Prokofieva Street in accordance with the
tender application, which was officially posted in 2019 on the site of public procurement of
Ukraine Prozoro.gov.ua [14].

The key idea of the public-private partnership is that the asset management company
accumulates profits from construction activities (the profits that previously remained with the
developer), concentrated in it as a result of the sale of forward contracts to «external» investors.
This income is used to provide financial support for the purchase of social housing by housing
associations — NGO, accredited by the state.

Conclusions and prospects of further research.

In the conditions of the permanent economic crisis of recent years in Ukraine, almost all the
instruments proposed by the state in the framework of social housing policy to support
economically vulnerable groups of the population demonstrate their low efficiency. The right
to social protection guaranteed to all citizens of Ukraine by the forty-seventh article of the
Constitution, including by receiving housing from the state and local self-government bodies
for a fee available to such segments of the population, is mostly declarative in nature. None of
the state initiatives has been able to significantly reduce the number of people in need of better
living conditions, and due to the huge number of IDPs in Ukraine, the problem of providing
social housing is becoming the most important and priority in the government's socio-economic
policy.

In the conditions of the economic crisis, the volumes of capital investments in development
of settlements and housing construction decrease, indicators of commissioning of new and
repaired apartment houses fall. At the same time, there is a tendency to increase the total area
of settlements. In this case, the land is used irrationally. Significant areas are occupied for
storage of industrial waste (dumps, sludge), landfills and more. Most of the land used for
industrial, transport, energy, and recreational lands is used inefficiently.

Under the above conditions, the authors of the article focused on finding internal sources for
financing social housing in Ukraine. Such sources may be found in savings on taxes and usage
of business organization innovative schemes. At the same time, the possibility of obtaining
additional profit, confirmed by calculations, should be aimed at the purchase of social housing
by non-profit public organizations - housing associations. It is possible to positively change the
situation with the provision of social housing in Ukraine and one of the tools to achieve this
goal is the interaction of state operator of social housing with the asset management companies,
which in turn will be able to properly organize the circulation of property rights to social housing
and derivatives.
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[Ipobnema 3abe3neueHHsT XHUTIOM TPOMAISH K KIIOYOBA IMEPEAyMOBAa CTAJIOTO PO3BUTKY MICT
VkpaiHu cTana OcoOJIMBO aKTyalbHOIO B OCTaHHE IECATHIITTS 3 OMNIAY HAa HU3KY (akTopiB Ta
00’ekTUBHUX 00cTaBuH. J[0 TaKMX 0OCTABHH HAJIC)KATh SK 3arajibHOCBITOBA TEHJICHIIIs ypOaHisailii, Tak i
BUKJIUKH CHOTOJICHHS, sIKi € Pe3yJIbTaToOM BilicbKOBOI arpecii Ha cxoi kpainu Ta mangemii COVID-19. Bee
¢ MOpYUIye THTAaHHA NP0 HEOOXIMHICTh aKTHBI3allil NEpKaBHOI KHUTIOBOI TMOJITHKH Ta TMOIIYKY
HECTAaHIAPTHHUX MOJENEei Ta JONAaTKOBUX PE3epBiB 1 pkepen (iHaHCYBaHHS JKUTIOBOrO OYAiBHUIITBA B
VYxpaiHi. ABTopamu poaHaji30BaHO OCHOBHI MiIXOAN €BPOMEHCHKIX KpaiH y raiy3i COLiaJIbHOTO )KUTIIA.
BcraHoBiieHO HasSBHICTH HAIllOHAIBHHX OCOOJIHMBOCTEH peamizamii Jep)KaBHOI KHUTIOBOI IOJITHKH, a
TaKOX BU3HAYCHO CITUIbHI PUCH HaJaHHS BiAIOBITHUX JIEpKaBHUX MOCIYT ypsAdaMu JepkaB-wieHiB €C
CBOIM rpoMajsiHaM. Byno BUsBIEHO, IO €BpONEHChKI KpalHM 34e0LTBIIOr0 MOKIAJAIOTECS HAa MOJEIb
MIATPUMKH CEKTOPY COIIATBLHOTO JKUTIA, AKa Hajae CyOcuii sk 3a0yIOBHUKY IMiJ 4ac OymiBHHUIITBA
TAKOT0 )KUTJIA, TaK i FpOMaJsTHAM, SIKi OIMHWINCH Y CKJIaaHiH cutyanii. [Ipu 1ipoMy comianbHe XHUTIIO JUTs
HYXXJCHHHUX HE TPOJAETHCS, a 3/1a€ThCsl Ha IUIBIOBUX yMOBaX B OpeHAy. ABTOpaMHu OyiaM BH3HAa4eHi
OCHOBHI HaNpsIMKH OTNITHMIi3allil )KUTIOBOI MOJITHKU JIEPKABU Ta HiTKO MPOITIOCTPOBAHO, II0 OJHUM i3
cnoco0iB 3a0e3NeUeHHs COIIalIbHAM JKUTIIOM OCi0, SKi MOTPeOyIOTh MOKpPAIIEHHS YMOB MPOKUBAHHS €
3HIKEHHS BapTOCTI OYMIBHMITBA 3a PAaXyHOK BHUKOPHUCTAHHA ITOJATKOBUX IIJIBT, BCTaHOBIICHHX
3aKOHOJABCTBOM IS JKUTIIOBO-OYIiBENFHUX KOOTIEPATHBIB, MEpeBar MOJATKOBHX NpedepeHiiil s
Majioro Oi3Hecy Ta iHHOBaLiHHMX METOAIB MOEJHAHHS OPUTiHAJIBHUX OpraHi3aunifHO-npaBoBHX (GOPM i
Mojieneil BeileHHs Oi3Hecy i3 3aCTOCYBaHHSIM Cy4acHUX (piHAHCOBHMX iHCTPYMEHTIB.

Knrouogi cnosa: couianbHe XHUTIO, AepKaBHA MiATPUMKaA, cxeMa (iHaHCYBaHHS, CTAIMH PO3BHUTOK,
JIepUBATHB.
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