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CONSOLIDATED FINANCIAL STATEMENTS IN UKRAINE:
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The development of big business in Ukraine has led to the need to release a number of
domestic companies and their groups and associations to the international financial market
which was the prerequisite of the needs of users of financial statements to obtain reliable
information about the activities of such companies. In accordance with the national
legislation associations of enterprises and companies have to provide the consolidated
financial statements which contain the pooled indices about the activities of these entities.
The article analyzes the current state of normative and legal regulation of financial reporting
consolidation process in Ukraine. In particular, the paper determines the basic legal acts of
requlations of national and international governing process of preparation of consolidated
financial statements; it also determines the circle of business entities required to draw up
the consolidated financial statements solely in accordance with international financial
reporting standards.
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Settlement of the problem in general and its connection with main practical tasks. Dynamic
development of economic relations, expansion of domestic and foreign markets, diversification of
production cause the formation of new businesses of various forms of ownership and organizational
and legal forms of management. Such forms of management like associations, holdings, concerns,
corporations are not new today but constantly change, thus their organizational structures and the
conditions of running businesses are becoming complicated. This, in its turn, results into complication
in formation of accounting information about economic activities of such entities. Nowadays there
are such organizational and legal forms in Ukraine which are included in the biggest business
structures of Ukraine and are the main representatives of priority branches of national economy
among which are the following concerns (PJSC «Concern Stirol”, Concern «Ukrprominvests, LLS
«Nufarm of Ukraine», PJSC «Concern Hlibproms», PJSC «Concern Halnaftogas», CJSC «Ukrainian
industrial and financial concern <«Slavutich», CJSC «Ukravtoprom», LLS «Concern AVK»),
consortiums (Consortium <«Asteks, PJSC «Western Ukrainian Consortiums», PJSC «Trade and
industrial consortium «YUNICOM>»), corporations (Corporation «TASCO», Corporation DTEC,
PJSC «Agroindustrial joint-stock corporation «Oranta», Corporation «Hortytsya»), associations
(Association of assistance of telecommunication development «ASTEL», Association «IT of Ukraine»,
Association «GS1 Ukraine»), holdings (LLS «Interpipe Ukraine», Holding «Bayadera Group»,
Holding «Global Spirits», PJSC «Ukrainian auto corporation», SE «Coal of Ukraine», Se
«Ukrspirit», LLS «LVN-Trading» (trade mark Nemiroff) and others. The dynamics of the amount of
entities in Ukraine for the last 10 years is shown in table 1.

According to the table, last 3 years show the negative tendency in the shortening of a number of
entities caused by difficult economic surrounding of the country and enterprises’ stay on the
temporarily occupied territories. The same tendency is observed about the enterprises that belong to
the groups or associations which have to follow other requirements on the disclosure and publication
of accounting information about their financial and economic activities, in particular as consolidated
or pooled financial reporting. The necessity of such reporting is determined by both national and
international legislations which sometimes bring forward different requirements to accounting and
financial reporting performing.

Analysis of the latest researches and publications. The issue of financial statement consolidation
was examined by O.S.Gerasymenko, S.F.Golov, Ya.F.Golubka, O.M.Gurska, L.V.Ivchenko,
V.M.Kostjuchenko, Ya.D.Krupka, M.R.Luchko, O.V.Nebyltchova, O.M.Otkalenko, N.M.Pyretch,
0.V Stanislav and others. The scientists have researched methodical approaches to the consolidation of
accounting indices according to the national and international financial reporting standards. In spite
of great contribution of above mentioned scientists’ works, taking into account the requirements of the
present time the researches in the field of financial statement consolidation need deeper studying.
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Table 1

Dynamics of amount of entities for 2006-2016 (thousand. hryvna)
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The source: summarized on the base of: [15, ¢. 100], [17, c. 74], [16, c. 81]

The purpose of the article is to analyze the current state of normative and legal ensuring of
financial reporting consolidation process in Ukraine.

Statement of the research.. The regulation of consolidated financial statement preparing order
and the consolidation of their separate indices in Ukraine are controlled by a set of normative and
legal acts, the main of which are displayed in table 2. Such amount of legal documents cause
difficulties in the financial reporting consolidation process because it’s necessary to ensure the
performance of standards in every normative document mentioned below.

Table 2

Normative and legal acts which regulate peculiarities of consolidated financial statement

preparing

National standard

International standard

1

2

Financial statement providing order Ne 419
of 28.02.2000 with changes and supplements
[14]

International financial statement standard 1
«The first use of International standards in
financial statements» [4]
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Continuation of table 2

1

2

The order of ministry of finances of Ukraine
«Issue of financial statement preparing» Ne
37 of 24.02.2000 with changes and
supplements [9]

International accounting standard 1
«Financial statement providing» [1]

National accounting regulation (standard) 1
«General requirements to financial
statements» [10]

International financial statement standard 10
«Consolidated financial statements» [3]

National accounting regulation (standard) 2
«Consolidated financial statements» [11]

International financial statement standard 13
«Business association» [8]

Accounting regulation (standard) 19
«Enterprises’ associations [12]

International financial statement standard 12
«Information disclosure about the shares in
other entities» [7]

Accounting regulation (standard) 23
«Information disclosure about the sides
involved» [13]

International financial statement standard 11
«Joint activities» [6]

International accounting standard 27
«Consolidated and separate financial
statements» [2]

International accounting standard 28
«Investments in Associates» [3]

As table 2 indicates, the consolidation accounting indices order, consolidated financial statement

preparing and their providing order are regulated by 6 national and 8 international normative and
legal acts. The names of the mentioned above documents show that separate legal acts both national
and international have the similar regulation fields: financial statement providing order, consolidated
financial statements, business or enterprises’ association, the sides involved.

The analysis of the acts referred has showed the first discrepancy between them: determination

of kinds of financial statements which the groups of enterprises prepare: consolidated, pooled, and
separate (figure 1).

Kinds of financial statements which groups of entities provide

national standard

consolidated |

\ 4

statements showing financial situation, the

results of activities, and the movement of

funds of the enterprise and its subsidiary
enterprises as a single economic unit

pooled

v

the concept of the term is not defined by
any valid normative document

international standard

consolidated i

financial statements of one entity

separat

Financial statements provided by a
parent enterprise, investor in an associate
or by a controlling associate of joint
controlled entity where investments are

group financial statements provided as |

accounted on the base of direct share,
but not on the base of results contained
in the financial statements and the net
assets of investment entities

Fig. 1. Kinds of financial statements which groups of entities provide
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As for the definition of consolidated financial statements, the international and national standards
follow the same approach which says that it is the financial statements of the group of enterprises as
the single economic unit.

The difference is that the national standards single out the pooled statements while the
international standards single out the separate ones which definition is indicated and regulated in
figure 1 by International accounting standard 27 “Consolidated and separate financial statements”
[2]. As for the pooled financial statements, the normative acts don’t define its concept, instead they
indicate the entities which have to provide them. The analysis of Financial statement providing order
[14] helped define the pooled financial statements as the statements preparing by ministries, central
executive authorities managing the enterprises established on public ownership and authorities
managing the enterprises which are under such management.

Nowadays The Financial statement providing order determines those entities which have to
provide the financial statements including the consolidated ones, solely according to the international
financial reporting standards (table 3). Such enterprises include public joint-stock companies, banks,
insurers (since 01.01.2012), credit societies (since 01.01.2015), and other entities performing the
economic activities shown in the comments of table 3.

If the above-mentioned entities are not included, a small part of enterprises has to provide
consolidated financial statements according to the national accounting standards.

Table 3
Allocation of entities according to peculiarities of consolidated financial statement preparing

Peculiarity of

financial statements
according to
international
financial reporting
standards

consolidated -
financial statement Entities Commentary
preparing
1 2 3
Public joint-stock If they p.erform th§1r aCthlFl?S. within a group
. (association, combined activities), are parent
companies, banks, . . 1. .
. . - companies and are not subsidiary enterprises
insurers, credit societies
toward another group
Here belong the following kinds of economic
activities: the activity of the central bank,
the activities of banks, savings banks and
credit unions (including the services of post
Enterprises that perform | pay systems for municipal services and
economic activities services of post savings banks; crediting for
providing financial buying houses by specialized credit agencies;
Consolidated services the activity in the sphere of post money

transfers); the activities of holding
companies; financial leasing; other kinds of
crediting; other financial services; private
retirement insurance

Enterprises that perform
subsidiary activities in
the fields of financial
services and insurance

Here belong the following kinds of economic
activities: the management of financial
markets; intermediary to the agreements
about securities or goods; other subsidiary
activities in the sphere of financial services
but insurance and provision of pensions;
evaluation of risks and harm caused;
insurance agencies’ and brokers’ activities;
other subsidiary activities in the fields of
insurance and provision of pensions; the
management of funds; the activities in assets
management
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Continuation of table 2

1 2 3

Groups of juridical Except the group of enterprises which

Consolidated people that consist of a | according to the legislation prepares
financial statements parent (holding) financial statements in accordance with
according to company and subsidiary | international financial reporting standards_or
national accounting enterprises (including | the group of enterprises  where parent
regulations different kinds of (holding) company prepares financial
(standards) enterprises’ associations | statements in accordance with international

and the sides involved) | financial reporting standards

The source: the source formed on the base of [14]

Having analyzed the national regulations of accounting standard 23 «Information disclosure about
the sides involved» [13], the entities which perform the economic activities connected with financial
operations, providing and receiving guarantees and mortgages, have to provide financial statements
in accordance with international financial reporting standards while these kinds of activities are
included in the present national regulation. This situation indicates the contradiction between the
standards of Accounting regulation (standard) 23 «Information disclosure about the sides
involved» [13] and Financial statement providing order [14].

Conclusions and perspectives of further researches. During the current research, we have
analyzed the dynamics of domestic entities for the last 10 years and found out the recent negative
tendency toward shortening of general amount of business entities.

We have determined that the normative and legal regulation order of consolidated financial
statement preparing and providing is controlled by a set of both national and international legal
acts. The analysis of the regulations of domestic normative acts in the field of financial statement
preparing and providing helped determine the list of entities which have to prepare financial
statements in accordance with international financial reporting standards.

Besides, we have revealed the drawback of domestic normative documents as for the definition
of kinds of financial statements which have to be provided by domestic entities. We have also found
out the discrepancy between the standards of Accounting regulation (standard) 23 <«Information
disclosure about the sides involved» [13] and Financial statement providing order [14] in the part
of definition of kinds of economic activities about which an enterprise will provide its financial
statements following the international financial reporting standards.
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