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MANAGING THE FINANCIAL STATE OF OIL & GAS SECTOR ENTERPRISES

Abstract. The enterprises of the oil and gas complex, selected to achieve the purposes of the
research, are subordinated to the State. The financial performance of the oil and gas sector compa-
nies determines the financial position of the industry as a whole and can serve as an indicator of
investment attractiveness or inattractiveness. Most enterprises have an outdated and depreciated
material and technical base, inefficient disposal of financial resources, which lead to losses. The
state of the industry in Ukraine is reflected in the research data of the Institute of natural resources
management, and is characterized by the inability to effectively manage the existing potential of the
oil and gas complex.

Comprehensive analysis of the indicators of the financial state of the oil and gas companies
was conducted using the method of grouping (distribution of oil and gas sector enterprises by types
of economic activities); grouping, comparison and compilation of analytical data using tabular
method (data on financial state of enterprises of oil and gas sector, indicators of estimation of dy-
namics of oil and gas enterprises, factor analysis of returns on equity (by Dupont method); analysis
of current receivables and accounts payable of entrepreneurs, the analysis of the results of the re-
search (depreciation of fixed assets of enterprises); the schematic (compiling the Resource Man-
agement Index) and the matrix (the matrix of the correlation of financial results and the dynamics of
gross and net profit indicators) representation of research results. To establish the input of the au-
thor's approach to the existing literature, a comparison of the obtained results of the functioning of
the oil and gas sector with the data of the Institute for Natural Resources Management, based on the
aggregated Resource Management Index, has been done.

The application of the above mentioned research methodology makes it possible to charac-
terize the financial status of enterprises in the oil and gas sector in a comprehensive way. The list of
measures to improve the situation is suggested and assumes the introduction of management of oil
and gas sector at the state level and managing the financial state of enterprises of the oil and gas
sector.

Keywords: oil and gas complex, enterprises of the oil and gas sector, financial resources, fi-
nancial condition, analysis, profit, loss, profitability.
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YIOPABJIIHHA ®IHAHCOBUM CTAHOM IMIANPUEMCTB HA®TOI'A30BOI COEPU

AnoTtauis. [linnpuemcTBa HadTOra30BOro KOMILIEKCY, 110 BiAiOpaHi Ui JOCATHEHHS IiIei
pobotu, mignopsaKoBaHi aepxkasi. DiHaHCOBI pe3yabTaTH (PYHKIIOHYBaHHS MIANPUEMCTB HaTOra-
30BOT'0 CEKTOPY BU3HAYAIOTh (DIHAHCOBUI CTaH Taly3i B HUIOMY i MOXYTh CIIYT'YBaTH 1HIUKaTOPOM
1HBECTUIIIITHOT MPUBaOIMBOCTI a00 HEMPUBAOIMUBOCTI. BIIbIIICTh MiAMPHUEMCTB MAIOTh 3aCTapiiy Ta
3HOILIEHY MaTepialbHO-TEXHIUHY 0a3y, Hee()eKTUBHE PO3MOPSAHKEHHS (DIHAHCOBUMHU PECypCaMH,
10 MPU3BOIUTH 10 30UTKiB. CTaH rany3i B YKpaiHi Bi1oOpaxaroTh AaHi AOCTIKeHHS [HCTUTYTY 3
YIIPaBITiHHS IPUPOTHIUMH PECYPCAMHU, IO XapAKTEPU3YIOTHCS K HECIIPOMOXKHICTD €(eKTUBHO PO3-
HOpSAKATHCS HasiIBHUM MOTEHI1aJIOM Ha)TOra30BOro KOMILIEKCY.

KoMmrutekcHuil aHami3 MOKa3HUKIB (JIHAHCOBOTO CTaHy IiJIPHEMCTB HadTOra3oBoi chepu
MIPOBE/IEHO 3 BUKOPUCTAHHSAM CIOCcO0y rpynyBaHHs (pO3MOIUT MiANPUEMCTB Ha()TOra30BOr0 CEKTO-
Py 3a BUJIaMU €KOHOMIYHOT A1SUIBHOCTI), TPYIYBaHHS, NOPIBHSHHS Ta 3BEJICHHS aHAIITUYHUX JaHUX
TaOJIMYHUM METO/OM (JaHi npo (piHaHCOBHH CTaH MIANPUEMCTB HadTOra3zoBoi chepu, MOKa3HUKH
OLIIHKH JTUHAMIYHOCTI MIAIPUEMCTB HapTOrazoBoi chepu, (pakTOpHUI aHalll3 peHTa0eIbHOCTI Bila-
CHOro Karmitany (3a MmetofoM J[rormoHa), aHali3 MOTOYHOI 1e0ITOPCHKOT Ta KPEAUTOPChKOI 3a00pro-
BaHOCTI MIJIPUEMCTB HaPTOra3zoBoi chepu, peUTUHIOBOI OLIHKH (JIHAHCOBOTO CTaHy HiANPUEMCT-
Ba Ta PaH)XXyBaHHS OTPUMAHUX pe3yJbTaTiB), rpadiyHOr0 METOy 300pa’keHHs pe3ysbTaTiB A0CIi-
JOKEHHS (3HOC OCHOBHHUX 3aC001B MAMPUEMCTB), CXeMaTUYHOTO (CKJaj [HIeKcy ynpaBiiHHS pecyp-
caMHM) Ta MaTpUYHOTrO (MaTPUII B3a€MO3B’ 3Ky (PIHAHCOBHX Pe3yJbTATIB 3 JMHAMIKOIO MOKa3HUKIB
BaJIOBOI'O Ta YUCTOro NpUOYTKY) MOJAHHA PEe3yibTaTiB AOCHIIKEHHS. JlJii BCTAaHOBJIEHHS B3ae-
MO3B’SI3Ky aBTOPCHKOTO IMiJIX0/Y MPOBEJACHO MOPIBHIHHSA OTPUMAHUX Pe3yiIbTaTiB (YHKIIOHYBAaHHS
MiAMPHEMCTB Ha)TOTA30BOTO CEKTOPY 3 JaHUMU [HCTUTYTY 3 YIpaBIiHHS NMPUPOJTHUMH PEeCypcaMu
3a arperoBaHuM [HIEKCOM YIIpaBIiHHS pecypcaMu.

3acTocyBaHHS HaBEJIEHOI METOUKHU JTOCII/DKEHHS, YMOXIIMBIIIOE KOMIUIEKCHO OXapaKTepH-
3yBaTH (piHAHCOBHUM CTAaHMIANPUEMCTB HahTOra3zoBoi chepu. 3ampornoHOBaHO MEPeNiK 3aX0/iB L10-
710 TIOMIMIIEHHS CUTyalli IIISXOM YIPOBAKEHHS Yy MPAKTUKY YIPaBJIIHHS HAQTOra30BUM CEKTO-
POM Ha piBHI JIepKaBH Ta YIpaBIiHHA (IHAHCOBUM CTaHOM MIANPUEMCTB HaPTOra30Boi chepu.

Kurouogi ciioBa: HadTOra30BUi KOMIUIEKC, MIANPUEMCTBA HAPTOra30BOro ceKTopy, hiHaH-
COBI pecypcH, piHAaHCOBUI CTaH, aHANTi3, MPUOYTOK, 30MTOK, PEHTA0EbHICTb.
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YIPABJIEHUE ®UHAHCOBBIM COCTOSHUEM IPEJNPUATUN HE®TEI'A30BOM
COEPE

AnHoTtanus. OuHAHCOBBIE Pe3yabTaThl (PYHKIIMOHHUPOBAHUS MPEINPUITUN HedTerazoBoro
CEKTOpa ONPEACISAIOT (MHAHCOBOE COCTOSIHME OTPACIIU B IIEJIOM W MOTYT CIYXHTb MHIHUKATOPOM
WHBECTUIIMOHHOW MPUBJIEKATEIbHOCTH WM HENPUBIEKATEIbHOCTH. BOJBIIMHCTBO MpeAnpUsiTUI
MMEIOT YCTapEBIIYI0 U M3HOUICHHYIO MaTepHAIbHO-TEXHUYECKYIO 0a3y, HedEKTUBHOE pacropsi-
XKeHHe (PMHAHCOBBIMU PECYPCAMMU, YTO MPUBOIUT K YOBITKAM.

AHanu3 nokaszatenell (PMHAHCOBOTO COCTOSIHHSI IIPEANIPUATHI HedTerazoBoi chepsl mpoBe-
JICHO C HCIOJb30BaHUEM CIloco0a TPYNIUPOBKHU (pachpeesieHne NpeanpusTuii HedTerasoBoro
CEKTOpa MO BHUJIaM SKOHOMUYECKON JESATEIHHOCTH), TPYIIIUPOBKU, CPABHEHUS U CBOJKH aHAIUTH-
YEeCKUX JAHHBIX TaOJUYHBIM METOJIOM (JaHHBIE O (PMHAHCOBOM COCTOSTHUU MPEANpPUATHIl HedTera-
30BOH c(ephl, TTOKa3aTEeIM OLEHKH JUHAMHUYHOCTH TPEANPHUATHI HedTerazoBoir cdepsl, (hakrtop-
HBIM aHAJIU3 PEeHTA0eNbHOCTH COOCTBEHHOTO KamuTana (1o Metoay J[romoHa), aHanu3 TeKylien je-
OMTOPCKOW U KPEIUTOPCKOW 3a0JDKEHHOCTH, PEUTHHTOBOM OILIEHKH (DMHAHCOBOTO COCTOSTHUS
MPENNPUATHS U PaHXUPOBAaHHE MOJTYYCHHBIX PE3YyNbTaTOB MPEANPUATHI HePTerazoBoil cdepsl),
rpaduyeckoro Meroia U300pakeHusl pe3ynbTaToOB UCCIEI0BaHUS (M3HOC OCHOBHBIX CPEJCTB Mpe-
MpUATHIA), cxeMaTudeckoro (coctaB MHIekca ympaBlieHHS pecypcaMu) M MATPUYHOTO (MaTpuia
B3alMOCBS3M (PMHAHCOBBIX PE3YJIbTATOB C JMHAMUKOW IMOKa3zareneill BaJOBOTO U YHMCTOTO J0X0Ja)
MPEACTABICHUE PE3yJIbTATOB UCCIIETOBAHMS.

[IpumeneHnue TpuBEACHHON METOAMKN MUCCIIEIOBAHUS JAET BO3MOXKHOCTh KOMITJIEKCHO OXa-
pakTepu3oBaTh (DMHAHCOBOE COCTOSIHHE MpeanpusaTHii HedrerazoBoi cdepol. [IpennoxkenHo mepe-
YEHb MEPOTIPUATHI 110 YIYUIICHUIO CUTYAIlMH TTyTeM BHEAPECHUS B IPAKTUKY yIpaBlIeHHs HedTera-
30BBIM CEKTOPOM Ha YpOBHE TOCYJapcTBa U yMpaBlieHUs (PMHAHCOBBIM COCTOSIHHEM MPEATNPUSTUI
HedrerazoBoii cepsl.

KiroueBble ci1oBa: HedTEra3oBblii KOMIUIEKC, IPEANPHUITHS HEPTETa30BOTO ceKTopa, (hu-
HAHCOBBIE pecypchl, (PUHAHCOBOE COCTOSIHUE, AHATU3, TPUOBLIb, YOBITOK, pEHTa0EIbHOCTb.

®opmyn: 1; puc.: 3; Tabmn.: 6; 6ubm.: 11.

Introduction. The oil and gas sector of Ukraine is an important energy-service component
of the economy. Its input is significant, which implies necessity of effective management at each
level of the hierarchy — starting from the sectoral ministry to the enterprise. As enterprises of the
oil and gas sector are part of the fuel and energy complex, they, alongside with the enterprises of the
electric power, nuclear industry and coal-industrial complex, determine energy security of specific
cities, regions and the state as a whole.

The oil and gas industry in many countries is the engine of the country's economic develop-
ment. Unfortunately, Ukraine is an import-dependent country on these types of resources. Although,
according to experts, our State is able to meet the its needs using its own territorial deposits of gas
and oil. Enterprises in the oil and gas sector supply raw materials (petroleum products, natural gas)
to industrial facilities (for example, production of chemical products — pesticides, fertilizers, sol-
vents, synthetic flavors, etc.), housing and communal services (for example, centralized heating and
hot water supply), households (providing natural gas), catering their needs.
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In the conditions of dominance of the state monopoly over the ownership of oil and gas ex-
traction, their processing, execution of works by enterprises of the oil and gas complex and mainte-
nance of respective infrastructure, this kind of economic activity should bring a sufficient level of
profitability to maintain the enterprises and personnel. However, over the years of Ukraine's inde-
pendence, oil and gas deposits have been used mainly as a source of income. While the funds need-
ed for upgrading and modernizing the existing material and technical base, intensifying and improv-
ing existing or new deposits, were allocated either in an insufficient or inefficient manner.

Appropriate financial planning for enterprises, including management of possible financial
risks, should be performed not only by business executives, but also by analysts working in or out
of state. A large share of enterprises of oil and gas sector does not have sufficient financial re-
sources to organize effective planning work, which negatively affects management results.

Thus, the study of the financial state of oil and gas companies is an urgent and timely task of
nowadays.

Analysis of research and problem statement. The issue of effective development of oil
and gas sector of Ukraine is an important component of the research of domestic scientists and prac-
titioners. Significant contribution to solving the financial problems of enterprises in the oil and gas
sector was made by S. Apostolak [1], A. Belous [2], V. Gavrysh [9—11], A. Goncharuk [10], Y.
Kolbushkin [3],V. Nitsenko [9-11], T. Pashkovskaya [4], and others.Y. Kolbushkin [3] focuses on
reducing the tax burden on oil and gas companies, as further tax increases can lead to a decline in
the production of carbohydrates.S. Apostolak [1] stresses the ineffective use of existing opportuni-
ties in the oil and gas sector, which brings losses to the state. The lack of transparency and rules of
the game frustrates potential investors from investing in Ukraine's energy independence.Experts of
the American Chamber of Commerce (ACC) emphasize the problems of oil and gas sector. In its
press release, ACC identified three main blocks of issues, the effective solution of which will create
an attractive environment for oil and gas business in Ukraine. In particular, international business
considers as the primary further improvement of the legislation in the field of taxation of hydrocar-
bon production; the regulatory reform of the sector and the practical implementation of the Law
"On the Natural Gas Market" [5].T. Pashkovska concludes that for the successful reform of the oil
and gas sector of Ukraine it is very important to prevent further monopolization of the gas market of
Ukraine. Important steps in this direction are the abolition of provisions on the mandatory sale of
gas by Naftogaz Ukrainy, extracted by private companies [4].A. Goncharuk, V. Havrysh, V.
Nitsenko,Y.Bilan and D. Streimikiene note that oil and gas, as the main sources of energy, should
be gradually replaced by alternative energy sources in order to reduce the pressure on the environ-
ment [9—11].

Unsolved aspect of the problem.Problems of the financial nature of the enterprises of the
oil and gas sector in conditions of environment uncertainty, the variability of the legislative and
regulatory framework, fiscal policy and other factors are investigated by the authors separately,
without being tied to the actual results of the enterprises management. This study was conducted
using actual annual financial statements of enterprises, indicators of their financial state and identi-
fication of problems that accompany the operation of oil and gas sector enterprises.

The purpose of the article. The financial state of enterprises of the oil and gas sector de-
termines the efficiency of the use of advanced capital (public funds). Financial factors have a posi-
tive or negative influence, direct or indirect, on the formation of financial results and financial posi-
tion of enterprises in the oil and gas sector. Thus, the object of research is the management of the
financial state of enterprises in the oil and gas sector and the factors that accompany their function-
ing.

Research results. At the beginning of 2016, out of 32 state enterprises, institutions, organi-
zations and associations belonging to the sphere of management of the Ministry of Energy and Coal
Industry of Ukraine, 9 are under liquidation procedures, for 1 — a bankruptcy case has been insti-
tuted, for 5 — a decision regarding reorganization has been taken.
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The research was conducted using data from the official site of the Ministry of Energy and
Coal Industry of Ukraine and PJSC "NJSC Naftogaz of Ukraine". We group the selected set of en-
terprises by types of economic activity (Table 1).

Table 1.
Distribution of enterprises of the oil and gas sector by types of economic activity

Number of reporting

Activity companies, units

Name of Company

SOE Dashavsky Plant of Composite Materials; State Enterprise for gas
supply and gasification Lanivtsigaz; Substation for gas supply and gasi-
Oil and gas 7 fication of Pidgaitsigas; State Enterprise for gas supply and gasification
Shumskgaz; SOE Poltava Department of Geophysical Works;
Ukpnaftokhimperepobka association; SU Opggazpemaautomatika

Supply and sales 1 SOE Kremenets Department for supply and sale of gas

Science 2 SSPE company Polimexeptivmash; SOE OS “Masma-seppo”

Project and explor- 1 SOE Lvovdiproftfahim

atory

Tpansport 1 SOE Enterprise for the supply of petroleum products

Other types of 1 SOE The headquarters of gas-rescue units at refineries and petrochemi-
activity cal enterprises

Activities of head

offices (head offic- 1 PJSC "NJSC" Naftogaz of Ukraine "

es)

* Source: built upon the data of the Ministry of Energy and Coal Industry of Ukraine, NJSC "Naftogaz of
Ukraine™ and data of the enterprises participating in the study.

Considered enterprises are engaged in various types of economic activities, covering the
whole spectrum of works — scientific and design works, equipment production, supply, sale and
transportation of oil and gas, rescue units.

Domestic enterprises of the oil and gas sector compile and submit annual financial state-
ments in accordance with the Law of Ukraine "On Accounting and Financial Reporting in Ukraine"
and the National Accounting Standards (NP) (NB) 1 "General Requirements to Financial State-
ments"”, and NAK Naftogaz of Ukraine provides consolidated financial statements in accordance
with the National Accounting Standard (2) "Consolidated Financial Statements".

Foreign practice involves the creation of a separate report in the framework of the annual fi-
nancial statements — the "Discussion and Analysis of Management" [6], in which the management
of company provides an assessment of past year operations and financing. Managers also discuss
the upcoming year, outlining future goals and approaches to new projects. Discussion and manage-
ment analysis is an important document for analysts and investors who want to review the compa-
ny's financial state and management effectiveness.

An important stage in determining the effectiveness of oil and gas sector operations is the
assessment of their financial state. The financial state is a rather meaningful definition. It includes a
review of the main development indicators, their comparison, determines the effectiveness of the
use of financial resources and the analysis of the financial results of enterprises on the base of the
main public financial statements (Table 2).

Table 2.
Data on the financial state of enterprises in the oil and gas sector, ths.
Busi- Long-term |Current liabili-
. ness Equity liabilities and |ties and collat-|Unoblocated asset§y Mutual assets
Enterprises
num- collateral eral

ber | 2015 | 2016 | 2015 | 2016 | 2015 | 2016 | 2015 | 2016 | 2015 | 2016

SOE Dashavsky Plant of

. . 1 7272 | 7278 0 0 | 1900 | 1904 | 3216 | 2766 | 5956 | 6416
Composite Materials

State Enterprise for gas
supply and gasification 2 -43 -46 0 0 324 | 317 237 214 44 57
Lanivtsiga
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Substation for gas supply

and gasification of 3 -377 | -380 0 0 485 | 484 103 95 5 9

Pidgaitsgaz

State Enterprise for Gas

Supply and Gasification 4 275 252 0 0 34 38 247 223 62 67

Shumskgaz

Association of

Ukpnaftokhimperepobka S 19 -20 0 0 72| 53 5 2 48 32

SU Opggazpemaautomatika 6 1507 | 1192 0 0 205 41 55 38 1657 | 1233
SOE Poltava Department of | 7 | 57506 (54406 | 0 | o |7234| 4533 | 7240 | 6701 |27200| 22238
Geophysical Works

SOE Kremenets Department | g | 25615 |34546| 0 | 0 |14685|50774| 36189 | 35608 |14108 | 49712
for supply and sale of gas

SSPE company Polimexep- | o | 195 | 198 | 19 | 3 | 10 | 7 1 1 | 224 | 207
tivmash

OSE OS Masma-seppo 10 | 1391 | 1129 | O 0 282 | 339 | 1124 900 549 | 568
SOEI Lvovdiproftfahim 11 1802 | 1366 | 451 | 485 1 175 438 330 1816 | 1696
SOE Enterprise for the 12 | 108676 (101787| 4325 | 4325 | 8362 | 9076 | 20492 | 19988 |100871| 95200
supply of petroleum prod-

ucts

SOE The headquarters of 13 130 130 | 2438 | 3846 2 1 10 4 2560 | 3973
gas-rescue units at refineries

and petrochemical enterpris-

es

NJSC "Naftogaz of 14 12903571%478380375810803170(7441501216374490173%6002822020145(1397642
Ukraine" 6 47 48 9 38 07 4 7 8 36

Source: built upon the enterprises’ data
Note: further in the study, the classification according to the serial number of the enterprise

will be used

The size of working capital in enterprises varies considerably. The growth of working capi-
tal at the following enterprises constituted respectively: 10 (3,5%), 1 (7,7), 4 (8,1), 2 (29,5), 14
(51,9), 13 (55,2), 3 (80,0%) and for 8 — 3,5 times. In other enterprises there was a decrease in cir-
culating assets by 5,6-34,4%.

The dynamics of the development of enterprises in the oil and gas sector can be studied us-
ing the following key indicators: the amount of economic resources at the disposal of the enterprise,
net income (revenue) from the sale of products, works, services, gross and net profits (Table 3).

Using the data in Table 3, we grouped the indicators of gross and net profit of enterprises in
the form of a matrix, which shows the relationship between the indicators of financial results and
the dynamics of indicators (Figure 2).

Gross profit / loss Net profit / loss

1,3,5,6, 8, 10,

9 14 1,9,10 8,14 Profit Financial

4 2,13 13 0 result

3,6, 11,
7,11,12 2,4,5,7 12 Loss
Decrease 0 Growth | Decrease 0 Growth
Indicator dynamics

Fig. 2. The matrix of the correlation of financial results and the dynamics of gross and net profit indicators
Source: author's development
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Indicators for assessing the dynamics of enterprises in the oil and gas sector, ths

Table 3.

. Net income (revenue)
Serial Amount of funds at from the sale of
number the disposal of the Deviation roducts. works Deviation Gross profit / loss Deviation Net profit / loss Deviation
of enter- enterprise P ’ '
rise services
P 2015 2016 +,- % 2015 2016 +,- % 2015 2016 +,- % 2015 2016 +,- %
1 9172 9182 10 0,1 11454 7912 -3542 | -30,9 4274 2287 -1987 46; 5 1,598 24 -1,574 -98,5
2 281 271 -10 -3,6 0 0 0 0,0 0 0 0 0,0 -29 -3 26 -89.7
3 108 104 -4 -3,7 150 144 -6 -4,0 100 94 -6 -6.0 0 -3 -3 0.0
4 309 290 -19 -6,1 112 0 -112 0,0 65 0 -65 0.0 -36 -23 13 -36.1
5 53.1 33,7 -19.4 | -36,5 812,5 641,7 -170,8 | -21,0 | 4895 446,9 -42.6 -8.7 -38.3 -0.8 375 -97.9
6 1,712 1233 -479 -28,0 2371 1901 -470 -19,8 1282 861 -421 32' 8 -24 -314 -290 1,208.3
7 34440 28939 -5501 | -16,0 | 29981 15081 -14900 | -49,7 392 -222 -614 15;3 6 -4,904 -2,763 2,141 -43.7
8 50297 85320 35023 | 69,6 3895 17290 13395 | 3439 | -1102 1176 2278 20;3 7 -442 1,400 1,842 -416.7
9 225 208 -17 -7,6 649,9 544 -105,9 | -16,3 204 112 -92 45' 1 30 7 -23 -76.7
10 1673 1468 -205 -12,3 3657 3659 2 0,1 1074 1138 64 6.0 166 72 -94 -56.6
11 2254 2026 -228 -10,1 4875 1395 -3480 | -71,4 226 -92 -318 1 46 7 135 -412 -547 -405.2
12 121363 115188 -6175 -5,1 0 24168 24168 0,0 0 -2788 -2788 0.0 -3,598 -6,889 -3,291 91.5
13 2570 3977 1407 54,7 0 0 0 0,0 0 0 0 0.0 0 0 0 0.0
14 536786153 592381856|55595703| 10,4 |112761671|161382827|48621156| 43,1 |12534160|45105429|32571269| 259.9 97 74'9 279 26,528,989| 54,278,261 | -195.6

Source: built and calculated based upon enterprise data
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8 enterprises out of total got a gross profit (5 of which recorded its decrease, compared to
the previous period, and 3 — its increase), 3 — did not receive either profit or loss and 3 got loss.
Change in the gross profit can positively or negatively affect the formation of net profits of the en-
terprise. Thus, only 5 enterprises received a net profit (of which 3 recorded a decrease in the indica-
tor, and 2 — the growth), 1 — did not receive neither profit nor loss and for 8 — a loss was record-
ed. Since net profit as a benchmark determines the further development of an enterprise, its value
should be positive and grow in comparison with the previous period. Only 4 enterprises (1, 8, 9 and
14) have the same state of indicators of gross and net profit, which testifies to the stability of their
functioning and the possibility of further gradual development.

Lets’ estimate the indicator of the efficiency of invested capital in the enterprises of the oil
and gas sector using the DuPont method. Since enterprises are fully subordinated to government
institutions, the efficiency of using the invested capital should be high, which would indicate the
appropriateness of the investment.

In order to study the factors in detail, we use the return on equity ratio as follows:

Reg=Nm=A¢*L or Np Ni Ay (1)

ne Rea — Return on equity; Nm — Net margin; At Asset turnover; L Leveridge (fi-
nancial leverage); Np _ Net profit; N; _ Net income from sales of products (works, services);

Aava — Average annual value of assets; Aacec - Average annual cost of equity capital.

The results of the calculations performed (Table 4) showed that enterprises have a fairly low
level of efficiency in the use of own capital. Enterprises 4, 6, 7, 11, 12 are loss-making; for 1, 3
profitability does not exceed 1,0%; for others — profitability is in the range of 1,0—6,7%.

Table 4.
Factor analysis of return on equity (by Dupont method)
_ Return on incl. due to influence: _ _
Enterprises equity Leveridge |Return on assets mc_:l. due to influence:
Net margin Asset turnover
1 0,3 1,261 0,3 0,003 0,862
2 6,7 -6,202 -1,1 0,000 0,000
3 0,8 -0,280 -2,8 -0,021 1,358
4 -8,7 1,137 -7,7 0,000 0,000
5 4,1 -2,249 -1,8 -0,001 14,786
6 -23,3 1,105 -21,1 -0,165 1,275
7 -10,7 1,228 -8,7 -0,183 0,476
8 4,0 1,933 2,1 0,081 0,255
9 3,6 1,099 3,2 0,013 2,513
10 5,7 1,246 4,6 0,020 2,330
11 -26,0 1,351 -19,3 -0,295 0,652
12 -6,5 1,124 -5,8 -0,285 0,204
14 6,1 1,301 4,7 0,164 0,283

Source: built and calculated based upon enterprise data

Thus, the financial state of enterprises in the oil and gas sector is critical according to the
most of indicators, which not only does not allow simple reproduction, but also leads to significant
losses. This situation is the evidence of inefficient management of the oil and gas complex not only
on the micro, but also at the macro level.

The financial risks of the operation of oil and gas companies can be grouped into two
groups: internal and external. Internal risks affect the formation of indicators of financial and eco-
nomic activity. Qualitative and quantitative characteristics of internal financial risks are determined
by the management of the enterprise (criteria, restrictions, etc.). In order to reduce the negative im-
pact on the efficiency of financial and economic processes, current (operational) and strategic (per-
spective) adjustments of planned indicators (forecast data) are carried out, the search for internal
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reserves and directions of increasing the efficiency of use of material and technical and labor re-
sources, ways of reducing the cost of production, saving cash of the enterprise is conducted.

One of the factors of internal risk is the limitation of financial reporting, which includes in-
accuracies due to deliberate manipulation of figures; complexity of comparison, if the preparation
of reports is carried out by different methods of accounting; some argue that this is an incomplete
achievement of the company's economic prospects, as it is reflected only in financial measures [7].

One limitation of financial reporting is that it is subject to human interpretation and errors,
and in some cases even deliberate manipulation of figures. There is a serious concern in the United
States about the accuracy of financial statements. There are many cases, when the management has
manipulated figures in the financial statements to highlight overestimated economic performance,
emphasized the need to review the effectiveness of accounting standards, audit regulations and cor-
porate governance principles [7].

External risks do not depend on the will of the enterprise managers and have a restrictive ef-
fect on the economic results. Parameters of external risks are determined by its various components
(taxes, level of sales price, etc.).

The examples of environmental factors may include: demographic status; average household
income; unemployment rate; cost of fuel and lubricants; tariffs for housing and communal services;
the cost of natural gas for the needs of the population and industry; age characteristics such as re-
tirement age population; indicators of poverty, etc.

T.P. DiNapoli [8, p. 3—4] notes that the financial condition is affected by the combination
of environmental, fiscal and organizational factors, including decisions and actions of the manage-
ment. We agree with the author's opinion, since the first two factors are the external ones, and the
latter is internal.

The formation of assets of the considered enterprises takes place via the involvement of a
large share of short-term liabilities, as shown in Table 5.

Table 5.
Analysis of current receivables and payables of oil and gas companies
Share of current I Share of current The ratio of
Current accounts : Current liabilities S . .
. accounts receiv- liabilities and provi- receivables
Enterprises receivable - total, able in current and collateral - total, sions in the for- and accounts
ths. UAH ths. UAH .
assets,% mation of property,% payable
2015 2016 2015 | 2016 2015 2016 2015 2016 2015 | 2016
1 342 386 3,7 4,2 1900 1904 20,7 20,7| 0,18 | 0,20
2 45 58 16,0 214 324 317 1153 1170| 0,14 | 018
3 2 2 1,9 1,9 485 484 449,1 465,4 | 0,004 | 0,004
4 40 58 12,9 20,0 34 38 11,0 131 1,18 | 153
5 43,8 23,6 82,5 70,0 72 53,4 135,6 1585 | 061| 0,44
6 69 131 4,0 10,6 205 41 12,0 33| 0,34| 320
7 21518 16303 62,5 56,3 7234 4533 21,0 15,7 30| 3,60
8 13496 48973 26,8 57,4 14685 50774 29,2 595| 092 | 0,97
9 201 190 89,3 91,3 10 7 4,4 3,420,110 | 27,14
10 267 306 16,0 20,8 282 339 16,9 231] 095| 0,9
1 473,0
473 207 21,0 10,2 1 175 0,04 8,6 0| 118
12 51047 45419 42,1 39,4 8,362 9076 6,9 79| 611 | 5,00
13 26 3 1,0 0,1 2 1 0,1 0,03 | 13,00 | 3,00
14 6185115 12162028
36053881 4 6,7 10,3 |74411728 9 13,8 20,3] 049| 051

Source: built and calculated based upon enterprise data

In the practice of financial analysis, it is assumed that part of the funds of enterprises with-
drawn from economic circulation should be equal to the amount of obligations to other contractors.
Growth of the ratio of accounts receivable and payables (enterprises 4, 7, 9, 12, 13) may indicate
the lack of ability to pay off their debts in due time. The low value of the indicator (enterprises 1, 2,
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3, 5, 6, 14) shows an increase in the share of liabilities in the formation of assets of the enterprise,
which may lead to a dependence on external market agents (enterprises’ creditors). The normal lev-
el or that which is approaching it (enterprises 8, 10, 11) makes it possible to block the shortage of
working capital of enterprises by liabilities to other contractors on the market.

To analyze thoroughly and to identify the problem areas that impede effective resource
management, the Institute for Natural Resources Management (NRGI) has developed its own inte-
grated assessment methodology that has been used for two years while preparing a global Resource
Management Index. It consists of three major dimensions — resource use, revenue management
and environmental friendliness - that combine 14 subcomponents (Figure 3) [2].

1. Use of resource potential 2. Revenue management 3. Favorable environment

*Licensing *National Budget Process *The right to vote and accountability
*Taxation *Distribution of income to local level *Quality of regulation

*Local influence *Sovereign wealth funds *Government effectiveness

*Public companies *Rule of Law

*Fighting corruption
= Political stability and lack of violence
*0Open data

Fig. 3. Composition of the Resource Management Index
Source: built on the basis of [9, p. 7]

The Resource Management Index assesses the policies and practices that governments use to
manage the oil, gas and mining industries of their countries. The index provides a composite esti-
mate for each assessment [9, p. 7].

According to rating result in 2017, Ukraine ranked 44th place and testifies that the country
has established some minimum procedures and practice of resource management, but most of the
elements necessary for the provision of social benefits are absent [9, p. 4—5].

The studies, we have conducted, are supported by the data on the total independent evalua-
tion according to the Index of resource management.

In order to achieve qualitative changes, according to NRGI experts, you need to: focus on
improving the implementation of regulatory norms; continue the openness of the government; to
raise the quality of state enterprise management; protect public space and fight corruption; strength-
en global norms and institutions; use data for reforms [9, p. 23—24].

In order to conduct a comprehensive study of the financial state of the oil and gas compa-
nies, we will use the method suggested in [8]. This technique involves a combination of the most
important financial indicators. Each value of the base year (year 1) corresponds to 0,35; of current
year (year 2) — 0,65, which is determined by the weight of the actual value of the indicators.

Using this method, we performed calculations and grouping of the obtained indicators represent-
ed in the table 6.
Table 6.
Gradation of the obtained result according to the Methodology for calculating the rating assessment
of the enterprise financial state

Score Serial number
from . Rating State Type Financing Result
(inclusive) to of enterprise
1 0,8 AAA Distinctive
0,8 0,6 AA Very good Own funds of
0,6 0,4 A Good Limited | enterprises + State Development
1(0,37), 9 (0,37), Risks | financing + Loans
0,4 0,2 10 (0,34), 14 BBB Positive of banks
(0,203)
0,2 0 4 (0,03), 6 (0,00) BB Normal There Gov_ernment fi- _
- - . +
0 -0,2 0812(3)01)25 )(gi 1) B Satisfactory | are risks nanctlongaml(_s oans | Restructuring
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-0,2 -0,4 11 (-0,36) CCC | Unsatisfactory

0.4 0.6 300705 cc Poor lr_:;gkg Public funding Sanitation
-0,6 -0,8 0,75) C Critical

) ) : Critical Bankruptcy pro- Lo
0,8 1 2 (-0,803) D Bankrupt Risks cedure Liquidation

Source: calculated on the basis of enterprise data using the technique suggested in [8] and improved by the authors

Since the given method corresponds to the value from -1 to 1, then the selected set must be
ranked on the specified scale. When studying the method used, we suggest to improve it. Thus, in
order to improve this methodology, we will add to it the type of financial condition, possible
sources of financing and, as a result, further development or liquidation.

The calculations showed that 4 enterprises are in the zone of financial comfort, they are in
good financial condition, have limited financial risks. For their further development, own funds of
the enterprise, state financing and bank loans can be used. 5 companies are in satisfactory financial
condition with a medium risk, maybe a procedure for restructuring the liabilities to creditors may be
required. 1 enterprise is in unsatisfactory financial condition, a more profound study of its financial
state may reveal the necessity to restrict further state financing due to high financial risks of obtain-
ing losses, or to conduct partial or complete financial rehabilitation. A similar situation is observed
with enterprises 3 and 5, however, alongside with their critical financial situation, this may indicate
the ineffectiveness of management decisions and the absence of further development prospects.
And the last company — 2 — has no financial resources at all for its current functioning, not to
mention at least a simple reproduction, and should enter the liquidation procedure.

It should be remembered that companies that are on the verge of another group can improve,
remain in the same group or worsen their financial position by the next fiscal year.

Improving the situation in managing the financial situation of oil and gas sector companies
is possible if the following changes are made:

1. At the State level:

1.1. Implementation of advanced world experience in signing production-sharing agree-
ments [1].

1.2. Simplifying the licensing system and controlling compliance with licensing conditions [1].

1.3. Moratorium on increasing tax, rent payments [1]. Stimulating the development of enter-
prises in the oil and gas industry via introducing a tax burden based on world oil prices will enable
the State, firstly, to resolve one of the key issues of national security - increasing its own hydrocar-
bon production. Secondly, as a result of the development of production capacities, creating addi-
tional jobs where oil extraction will be carried out, which will contribute to solving social problems
in certain regions of Ukraine [3, p. 4].

1.4. Determination of the level of rent payments and their transfer to the disposal of enter-
prises with the target use for the development of industry [1].

1.5. Changing the gradation of the definition of rental payments — we should be interested
in any amount of gas and oil, even insignificant. In France, negative rents are used in wells with low
debit, that is, the state pays extra for gas production [1].

1.6. Simplification of procedures for obtaining permits for the design, construction, explora-
tion, repair and exploitation of deposits: to exclude the permissive function of regional councils,
leaving only the applicant one, to exclude objects of the oil and gas system from the system of ap-
proval of the State Architectural and Construction Inspection, etc. [1].

1.7. Cancellation of duties and value added tax on imported tangible investments, equip-
ment, temporarily imported for the purpose of performing operations related to the arrangement and
repair of deposits [1]. Eliminate the risk of accrual of value added tax during the cancellation / lig-
uidation of unsuccessful wells [4].

1.8. Liberalize the rules for exchanging foreign currencies (for companies operating abroad
or exporting oil and gas) [4].

1.9. To finalize P(C)BO Ne 33 "Mining Resources Expenditures", to apply accounting data
for the purposes of accounting expenditures for exploration [4].
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1.10. Allow the inclusion of the value of assets lost into the area of antiterrorist operations to
reduce the tax base of income tax [4].

1.11. Foresee in the Tax Code a clear definition of engineering services, which will not in-
clude the cost of exploration and development [4].

1.12. Reduce levels of fraud and corruption and strengthen the anti-corruption component
when conducting auctions, tenders, contractual relationships between enterprises and the govern-
ment.

1.13. Develop a comprehensive state program for the strategic development of the oil and
gas sector.

2. At the enterprise level:

2.1. Use transparent mechanisms for the formation of costs and prices for major types of
works and services.

2.2. To introduce a system of direct responsibility for financial results and efficiency of us-
ing budget, credit and other funds.

2.3. To develop corporate anti-corruption policy at the enterprise in order to increase the
level of self-awareness.

2.4. Conduct re-training and improve the qualifications of specialists and business managers.

2.5. Establish a system of incentives (monetary and non-cash) based on the results of the fis-
cal year.

2.6. Increase funding for modernization and updating of the material and technical base of
oil and gas enterprises.

2.7. Enhance the innovation of companies by introducing appropriate exemptions and incen-
tives at the state level.

2.8. Engage leading foreign and international consulting companies (for example, Ernst &
Young, Deloitte Consulting, etc.) in the processes of reorganization and restructuring of oil and gas
companies.

2.9. Organize and gradually introduce a model of the production and sale of alternative
fuels, which will increase the level of environmental friendliness and safety [9-11].

The suggested system of measures at the state level should create attractive conditions for
the functioning of oil and gas sector enterprises, while transformations at the enterprise level should
increase the efficiency of the use of state and other funds.

Conclusions. The financial state of the enterprises of the oil and gas sector is determined by
the deterioration in the quality of the material and technical base, the reduction of public financing,
the high level of the cost of performed works and services, and the loss-making functioning.

In Ukraine, there is a paradoxical situation when the most profitable energy companies in
the sector get losses.

In the absence of control over the efficiency of spending public funds, there are situations of
artificial manipulation of finances, which leads to an increase in the cost of work performed, pro-
duction and underestimated sales prices, and as a result — to the loss.

The results of the financial analysis were confirmed by the findings of the experts of the Institute
for Natural Resources Management, who referred Ukraine, and consequently the entire oil and gas
complex, to countries with low regulatory influence, inefficient management of existing oil and gas re-
sources, opaque allocation of financial resources and their use. Moreover, experts point out that the
country does not have the majority of elements necessary to ensure the benefits of society.

In order to improve the situation in the country, it is necessary to amend the Tax Code, re-
duce the tax burden on oil and gas companies, simplify the system of obtaining a license, and in-
crease control over the activities of related legal entities.

Companies that are dynamically developing or have a normal financial position, besides us-
ing own funds, budget financing, can conduct a procedure for issuing and placing bonds, obtaining
bank loans, and creating joint ventures.

For a part of the enterprises that are not able to develop and to conduct, at least, a simple re-
production, bankruptcy and liquidation procedure, reorganization or partial or full privatization
should be introduced. This approach can serve as evidence of changes in the quality of management
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decisions made and enable the implementation of programs and plans of the development of enter-
prises in the oil and gas sector.

In future, a meaningful study on the definition of the system of financial risks for the results
of the management of enterprises in the oil and gas sector is expedient.
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