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List of Abbreviations

ToR

Terms of Reference

SSSU 

State Statistics Service of Ukraine 

SD

Statistics Denmark

EGR

European Group Register

ESSnet

European Statistical System Network

INSEE

Institut National de la Statistique et des Etudes Economiques

IFRS

International Financial Reporting Standard

I would like to express my thanks to all officials and individuals met for the kind support and valuable information which I received during the stay in Ukraine, and which highly facilitated my work.

The views and observations stated in this report are those of the experts and do not necessarily correspond to the views of EU, Insee, SSSU or Statistics Denmark.

1 - Executive summary

The purpose of the activity 9.1 “Recoding of the enterprises groups” is to transmit to the Ukrainian statistical office all the informations allowing to set up a register of identification of the enterprise groups within the Ukranian statistical business register. 

After the assessment mission (18-21 March 2014), it was the first working mission to be devoted to this activity. The main target of this mission was to identify and get detailed informations about the existing ukrainian adminstrative or statistical sources on financial links and control links between legal units. The presentation of the “state of the art” for identification of enterprise groups was also carried on.
After the assessment mission and this firt working mission, the ukrainian team has now a full overview and a good knowledge of the methodological aspects. They also have now a clearer idea of the kind of work they will have to develop to introduce the enterprise group level into the statistical business register.

The prelemary point discussed during the mission was to clearly define the objective. It is now clear that the main target of this component of the twinning project is to define the applied methodology and the way to implement a statistical register of the enterprise groups according to the European rules on statistical units.

2 - General comments

The concrete objectives of this mission were :

Point 1 : to identify and get detailed informations about the existing Ukrainian adminstrative or statistical sources on financial links and control links between legal units (it was the main target of this mission)

Point 2 : to continue the presentation of the “state of the art” for identification of enterprise groups
Point 3 : to make tests for some groups the financial links of which are known to see if it was possible to contruct these links from the available sources
Point 4 : to study the specific case of enterprise groups controlled by the State

Comments about point 1

To define an “enterprise group” needs a knowledge of the financial links and of the control links between the legal units belonging to a group. Therefore, the first step of the work is to identify and collect these links. The second step being to chain together these links to build the perimeter of each group according to the rules defining the enterprise groups.
The main part of the mission has been devoted to the way to realize the first step. 3 kinds of data must be collected :

· identification of the legal units

· informations on the direct shareholders of the legal unit

· informations on the direct affiliates of the legal unit

A detailed table, in annex 4, describes the variables that should be collected to be able to contruct the perimeters of the enterprise groups. 

As it was recommanded after the assessment mission, the Ukrainian team looked the different possible administrative or statistical sources that could be used to identify the links between legal units. It appears that four mains sources contain informations useful to identify these links. These sources are :

· the statistical business register

· the structural survey

· the balance sheets of legal units

· the Foreign Direct Investment (FDI) survey

Half a day for each source was dedicated to examine which variables in these sources were useful for our objective and the exhaustiveness and the availability of the data.

It is proposed :

- to produce a comparative table of all the variables available in each source ;

- to produce, for each source separately, a file containing a list of the legal units involved in a financial link or a control link with an other legal entity with all the informations available on the upstream links and downstream links ;

- to merge these 4 files to produce an only source on the financial links.

According to the preliminary exam of these sources realized during the mission, it seems that the most promising sources usable at this day are the business register and the FDI survey. Within the business register, a first extraction shows that about 32 000 legal units are held by a shareholder (legal entity) at more than 50 %. Within the FDI survey, about 30 000 Ukrainian legal units are affiliate (at more than 10 %) to a foreign shareholder.

In the structural survey, only 652 legal units answered that they belonged to a group. This number seems very low. Investigations must be led to understand the causes of a so low level.

Potentially, the balance sheets of legal units are a particularly interesting source. In their financial report the legal units have to supply the list of their participations in other legal units. If this source was available for all the legal units, the statisticians would have all the elementary bricks which allow to elaborate a complete file of the financial links. Unfortunatly, it seems that these balance sheets are not fully processed by the statistical office. An important track of progress for the elaboration of an enterprise group level into the statistical business register would be to proceed systematically to the collection and to the assembling of these financial data.

Comments about point 2

The presentation of rules defining the financial links and the links of control was pursued, as well as the presentation of the rules of constitution of the perimeters of the groups. Examples of different types of links and perimeters have been presented. The Ukrainian team has now a full overview and a good knowledge of the methodological aspects and of the implementation of these rules in concrete cases.

Comments about point 3

The Ukrainian team presented several examples of “arborescence” (tree of financial links) extracted from data available in the  businee register. The new knowledge acquired by Ukrainian have been applied on real cases of Ukrainian groups to define their perimeter accordind to the statistical definitions. More other real cases must be prepared and presented during the next mission.

Comments about point 4

A very short time has been devoted to the specific case of enterprise groups controlled by the State. Now;, as the rules of constitution of the enterprise groups are better known, it appears that the imagined difficulties of treatment of the specific cases of groups belonging by the State do not raise specific issues. In fact, it seems that the general rules can be applied to this kind of groups. However, it is necessary to handle some real cases to make sure that the financial links are available and correctly described.
3 - Assessment and results

With the asssessment mission and this first working mission, a big step was made. The target is clearly identified and the methodological rules are now acquired by the Ukrainian team. A first exam of the possible sources has been done. But it doesn’t give a full picture of what is possible to do or not. It is necessary to go more to depth in the knowledge of these sources.

The next step is to acquire a good working knowledge of the available sources. It is necessary to evaluate if these sources are rich enough and complete enough to build a complete file of the financial links. This is the target decribed in the paragraph “comments about point 1”. The works undertaken by the team until the next mission will have to allow to realize this evaluation. 

4 - Conclusions and recommendations

The objective to insert statistical units at « enterprise group » level in the statistical business register appears a reasonable and reachable objective conditioned by the implementation of a system of identification of the financial ans control links between the legal units.

Taking into account the elements presented above, the following recommendations are proposed.

1st recommendation

Realize a form describing each source, the variables useful for the description of the links, the level of exhaustiveness of these sources, the availability, etc.

2nd recommendation

- For each source, extract  the legal units belonging to a group with all the variables useful and analyze the results.

- Merge the files produced for each source and analyze the results.

3rd recommendation

Continue to make practical tests on few groups of the private sector the composition of which in legal units is known of the SSSU (by researches on annual reports for example). The objective is to verify to what extent it is possible to describe the perimeter of a group in legal units and to describe all the links in using only the statistical documents which the team will have been able to monopolize.

The result of these works could be presented  and analyzed during the next mission.

Annex 1 : Terms of Reference

for a short-term mission to the State Statistics Service of Ukraine

June 2-5, 2014 
Working meetings between the experts of the Price Statistics Department (SSSU) and the EU expert within the framework of the Twinning Project “Support to Development Process in the State Statistics Service of Ukraine with the Objective to Enhance its Capacity and Production”,
Component 9.  Statistical Business Register. Activity 9.1. Recoding of the enterprise groups (Identification of the enterprise groups in the statistical business register)
Component 9 Statistical Business Register

Activity 9.2. Recoding of the enterprise groups

Expert: Michel Lacroix (INSEE - France)

Date: 2-5/06/2014

Working language: French

Interpreter: Liliana Lehbab

	
	Morning
	Afternoon

	Sunday

1/06/2014
	
	23 :30 Arrival to Kyiv (Boryspil airport)

Transfer from the airport arranged with Vitaliy (+380934171888) (price: €25) You can pay on your way home, €50 roundtrip
Reservation in the Hotel Rus:

1159352 #  (single standard


	Monday

02/06/2014
	10:00 Arrival to the SSSU

You will be picked up by Ms A.Dankova, Uit of protocol 

Address: 3 Shota Rustaveli Str., Press center 

10:013:00

Assessment of current situation, discussion of issues and mission program.

Criteria defining the belonging of legal entities to the enterprise group and identification of the enterprise as a part of a group.

Analysis of information sources used by the SSSU experts to compose/form the legal structure of enterprises groups.

Questions and Answers


	14:30 – 17.00

To be continued

	Tuesday

03/06/2014
	10:00 Arrival to the SSSU

Address: 3 Shota Rustaveli Str., Press center

10:00-13:00

Presentation of private enterprise groups, composed by the SSSU experts.

Consolidation of legal entities into a group of companies, description of the nature of relationships between entities, basing on the available information.

Discussion on sources of information to identify financial relationships.

Questions and Answers
	14:30 – 17.00

To be continued

	Wednesday

04/06/2014
	10:00 Arrival to the SSSU

Address: 3 Shota Rustaveli Str., Press center

10:00-13:00

Construction of the structure and coverage of selected public enterprise groups, analysis of their organizational structure and formation of an economic model of the group.

Determining the necessary administrative and statistical information in order to build controlling relations between legal units. 

Questions and Answers 


	14:30 – 17.00

To be continued

	Thursday

05/06/2014
	10:00 Arrival to the SSSU

Address: 3 Shota Rustaveli Str., Press center

10:00-13:00

Assessment of available information to enable its use for coordination of actions aimed at building a database of relationships.

Detection of insufficient information needed to represent and analyse the relationships (financial or controlling) between legal entities.

Discussion, drawing conclusions and presenting recommendations
	14:30 – 17.00

To be continued


	Fryday

06/06/2014
	7:30 Departure from Kyiv (Boryspil airport)

Transfer to the airport arranged with Vitaliy (+380933203140)
	


Participants:

Mr Michel Lacroix  (INSEE, France)

Mr Yuriy Ostapchuk, Director, Department for Statistical Methodology, Component Leader

Ms Anna Rozumna, Deputy Director, Department for Statistical Methodology

Ms Alla Varnidis, Deputy Director, Department for Statistical Methodology, Director at the Department for Statistical Classifications   

Mr Anton Tovchenko, Head of Division of mathematic processing methods and analysis of statistical data 

Ms Olga Ponomarenko, Chief Specialist – Economist, Division of EDRPOU and Statistical Units Registers. 

MS Olena Timofeeva – Chief Specialist – Economist of Unit for Generation of Statistical Observation Populations 

Ms Olga Sushich – Head of Division for Keeping the Statistical Units Register of Main Inter-Regional Statistics Administration in the City of Kyiv

Annex 2. Persons met

SSSU:

I will fulfill it for you later- Irina Bernstein
RTA Team:

Irina Bernstein , RTA
Annex 3 : list of documents to add to this report

French Lifi questionnaire

Lifi-enquête-diane.ppt

Annex 4 : Informations to be collected to describe the links of a legal unit

I - Identification of the legal unit

name

identification number

main activity code

number of employees

amount of equity share

II - Informations on the direct shareholders of the legal unit

Structure of the shareholders (%)

- the legal unit itself

- les employes of the legal unit

- the State

- Ukrainian natural person

- Ukrainian legal entity

- foreign natural person

- foreign legal entity

- other

Main Ukrainian direct shareholders

- name, identification number, % control

- name, identification number, % control

- name, identification number, % control

- ….

Main foreign direct shareholders
- name, country, % control

- name, country, % control

- name, country, % control

- …

III - informations on the direct affiliates of the legal unit

Direct Ukrainian affiliates

- name, identification number, amount of equity share, % of held equity share, % of control

- name, identification number, amount of equity share, % of held equity share, % of control

- name, identification number, amount of equity share, % of held equity share, % of control

- …

Direct foreign affiliates

- name, country, amount of equity share, % of held equity share, % of held control

- name, country, amount of equity share, % of held equity share, % of held control

- name, country, amount of equity share, % of held equity share, % of held control

- …
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