Summary to the Decision of the Constitutional Court of Ukraine no.26-rp/2008 
dated November 27, 2008 on the case upon the constitutional petition of the Cabinet of Ministers of Ukraine concerning official interpretation of paragraph two Article 95 of the Constitution of Ukraine and of a phrase “balanced budget” as used in paragraph three of this article (case on balanced budget)

Subject of the right to constitutional petition – Cabinet of Ministers of Ukraine – appealed to the Constitutional Court of Ukraine for official interpretation of provisions of paragraph two Article 95 of the Constitution of Ukraine and a phrase “balanced budget” as used in paragraph three of this article.
The budgetary system in Ukraine is built on the principles of just and impartial distribution of social wealth among citizens and territorial communities (paragraph one Article 95 of the Constitution of Ukraine).

Pursuant to the Fundamental Law of Ukraine, the State Budget of Ukraine and the budgetary system of Ukraine are established exclusively by the laws of Ukraine (item 1 of paragraph two Article 92). Such laws are the laws of Ukraine on the State Budget of Ukraine for each year and the Budget Code of Ukraine (hereinafter referred to as “the Code”).

 In paragraph three Article 95 of the Constitution of Ukraine, the phrase “balanced budget” is used in the context “the State aspires to a balanced budget of Ukraine”.
The phrase “the state aspires”, in the opinion of the Constitutional Court of Ukraine, means an aspiration and an obligation of the state to aim its activities toward fulfilment of a certain task determined by the Constitution of Ukraine.

Analysis of the terms “balance”, “to balance” and “balanced budget” demonstrates that a balanced budget (a state, a region) implies equal (parity) correlation of its income and expenditure parts, preservation of correspondence of incomes and expenditures; however, it allows for adoption of a budget with exceeding incomes over expenditures and vice versa (deficit or surplus). At the same time, the legal nature of the budget may not be limited only to its financial and economic aspect. A budget is a plan of forming and using financial resources to support tasks and functions performed by the state bodies, bodies of the Autonomous Republic of Crimea and bodies of local self-government during the budget period.
Provisions of paragraph three Article 95 of the Constitution of Ukraine, according to which the state aspires to a balanced budget of Ukraine, are seen by the Constitutional Court as an aspiration of the state during the budget process to observe equal correlation of income and expenditure parts of the State Budget of Ukraine and as its task to simultaneously implement the constitutional principles of development and strengthening of a democratic, social and law-based state, to guarantee its sovereignty and economic independence, ensuring human rights and freedoms.

The law on the State Budget of Ukraine as a legal act that has a special subject of regulation (determination of incomes and expenditures for the needs of the entire society) creates adequate conditions for implementation of laws of Ukraine, other normative legal acts adopted before it and which provide for financial obligations of the state to its citizens and territorial communities. In fulfilment of these obligations, the essence of the state as a social and a law-based one is confirmed.
Pursuant to Articles 1 and 3 of the Constitution and the principles of the budgetary system (Article 7 of the Code), the state may not arbitrarily refuse to perform financial obligations it assumed pursuant to laws and other normative legal acts but has to act efficiently and responsibly within the framework of applicable budget legislation.

It follows from the contents of paragraph two Article 95 of the Constitution, according to which any state expenditures for the needs of the entire society, the extent and purposes of these expenditures are determined exclusively by the law on the State Budget of Ukraine, that these expenditures may not be determined by any other normative legal acts. The needs of the entire society, which include guarantees of a right to social protection for the citizens of Ukraine as stated in Article 46 of the Constitution of Ukraine, are provided for in national programs, laws and other normative legal acts.  Identification of respective budget expenditures in the law on the State Budget may not result in a restriction of general social needs, infringement of human and citizen’s rights established in the Constitution of Ukraine, including guarantees of life standards for individuals receiving pensions, other types of social and welfare payments that form the main subsistence income at the level not lower than the minimum subsistence as established by law.

Thus, the Constitutional Court of Ukraine held:

1. From the perspective of the constitutional petition, provisions of paragraph three Article 95 of the Constitution of Ukraine – “the State aspires to a balanced budget of Ukraine” – in system relation with paragraph two of this article, Article 46 of the Constitution of Ukraine is to be understood as an aspiration of the state when determining incomes and expenditures in the law on the State Budget of Ukraine and adopting other normative legal acts that may influence the income and expenditure parts of the budget to preserve their equal correlation and its obligation to take into consideration the needs of the entire society and the need to guarantee human rights and freedoms and decent life standards based on just and impartial distribution of social wealth among citizens and territorial communities.

2. To terminate constitutional proceedings in the case concerning official interpretation of paragraph two Article 95 of the Constitution of Ukraine on the basis of provisions of item 3 Article 45 of the Law of Ukraine “On the Constitutional Court of Ukraine” – the Constitutional Court of Ukraine has no jurisdiction over issues raised in the constitutional petition.

