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Under Contract No EPE-0014-1-00-5075-00, Task Order No 5, Chemomcs InternatIOnal (as pnme
contractor) and PADCO (as subcontractor) provIded assIstance to the Government of Ukrame (GOU) on
Issues related to the reform of Ukrame's pensIOn system ThIS report descnbes the work that was
completed under the PenSIOn Reform sectIOn of thIS Task Order

PENSION REFORM DELIVERABLES

The PenSIOn Reform sectIOn of the revIsed Task Order reqUIres SIX delIverables to be completed A
deSCrIptIOn of each delIverable, along WIth a brIef summary of the work performed on each delIverable,
IS as follows

1 DelIverable As requested by the GOU and the Umted States Agency for InternatIOnal Development,
prepare optIon papers and fmancial analyses for members of the PensIOn Reform Task Force

Work Performed In March 1997, Chemomcs/PADCO submItted a paper to the PenSIOn Reform
Task Force that lIsted varIOUS penSIOn reform optIOns for the Task Force to consIder
Chemomcs/PADCO submItted comments on draft penSIOn laws, dIscussed penSIOn optIOns WIth
members of the Task Force, and worked WIth other organIzatIons to provIde finanCIal analyses for
the Task Force

2 DelIverable An analysIs of the current status of the pnvate pensIOn fund development m Ukrame
and government legIslatIon and regulatIOn Issues

Work Performed Edward Koos wrote a report entItled "The Pnvate PenSIOn System m Ukrame, "
WhICh provIded a cntical analysIs of Ukrame's pnvate penSIOn system The report was submItted
to USAID m November 1997

3 DelIverable CompletIon, m collaboratIon WIth the GOU, of draft laws and other normatIve acts as
requested by the Task Force and other GOU counterparts

Work Performed Chemomcs/PADCO partICIpated m numerous meetmgs held by the PenSIOn
Reform Task Force and submitted both oral and WrItten comments on prOVIsIons contamed m
penSIOn laws drafted by the Task Force

4 DelIverable CompletIon, m collaboratIOn WIth the GOU, of a manual that analyzes and explaIns
a the ways m whIch the GOU needs to Improve ItS admlllistratIve regulatIOn of the pensIOn system

and regulatory procedures needed to regulate nongovernmental pensIOns, and
b how to understand dIfferent types of fmancial transactIOns and needed regulatory capabIlItIes to

prevent fraud and abuse

Work Performed Two consultants were retamed to draft thIS manual The USAID Project Officer
granted the consultants an extenSIOn m order to complete thIS manual

5 DelIverable RecommendatIOns for addItIOnal trammg of GOU and other approprIate staff

Work Performed A recommendatIOn for the deSIgn of a two-week statIstIcal traImng program was
prepared and sent to USAID m June 1997 A two-week statIstIcs and computer trammg semmar was
held m October 1997

6 Dehverable The ImplementatIOn of a pIlot program to Improve enterprIse payroll tax reportmg, par
tIcularly pensIOn fund tax reportmg, and upon completIOn of the pIlot prepare a report that detaIls
the benefIts m management and operatIon of the state pensIOn system

Work Performed The project was completed, on schedule, and the reportmg program developed
by Chemomcs/PADCO was accepted by the PenSIOn Fund m November 1997 (See thIS report )
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In February 1997, the Government of Ukrame (GOD) created a PensIOn Reform Task Force (Task Force)
to analyze the present penSIOn system and to make recommendatIons on how the present system could
be nnproved The World Bank was prepared to offer a US$200 ffilllIon dollar loan to Ukrame If certam
pensIOn reform measures were undertaken The Task Force held few open dIscuSSIOns on pensIOn Issues
dunng February and March, but the frequency of Task Force meetmgs gradually mcreased, culffilnatmg
malO-day retreat at the end of May devoted to dlscussmg prOVIsIons to be mcluded m draft pensIOn laws
drafted by the Task Force Draft state and non-state penSIOn laws, as well as a draft pensIOn reform
program, were revIsed at thIS tnne A representatIve of Chemomcs/PADCO partIcIpated m all of the open
Task Force meetmgs (some meetmgs were restncted to Ukramlan members of the Task Force) and
submItted oral and/or wntten comments on vanous prOVIsIons m the draft laws The draft laws were
submItted to the Cabmet of Mlmsters and later (on September 17th) to the Supreme Rada, where they
are currently awaltmg consIderatIOn The draft laws dId not contam certam elements deSIred by the World
Bank, WhICh contnbuted to ItS deCISIOn to suspend ItS penSIOn actIVItIes mdefimtely

In addItIOn to asslstmg the Task Force, Chemomcs/PADCO also developed a plan to modIfy the payroll
reports employers must submIt to the PensIOn Fund UnlIke the eXlstmg reports, WhICh reqUIre employers
to prOVIde only aggregate wages and payroll taxes paId to the PenSIon Fund, the modIfied reports would
reqUIre employers to proVIde wage and payroll mformatIOn for each of theIr employees ThIS mformatIon
would allow the PensIOn Fund to tIe pensIOn contnbutIons to pensIOn benefits and to reduce the fraud that
eXIsts m the present system Chemomcs/PADCO proposed developmg reportmg software for enterpnses
and testmg the feasIbIlIty of the proposed system InItIal reactIon to the pIlot program was unenthUSIastIc,
partIcularly from the Tax AdmImstratIon, as the project was seen to create addItIonal work for
government agenCIes However, WIth perSIstence, Chemomcs/PADCO developed workmg relatIOnshIps
WIth representatIves of the State and KyIV PenSIon Funds Chemomcs/PADCO succeeded m developmg
the reportmg program, hIrmg an mdependent thIrd party, and testmg the program at two test enterpnses
and one test raIOn PensIOn Fund office Chemomcs/PADCO completed all tasks wlthm ItS control on
schedule and prepared a final report on the project for USAID

In other tasks, Chemomcs/PADCO prepared two pensIOn reports - "OptIOns for PenSIon Reform m
Ukrame" and "The Pnvate PenSIOn System m Ukrame " Two consultants receIved an extensIon from
USAID to complete theIr work on a "PenSIOn Regulatory Manual" In addItIon, m November 1997,
Chemomcs/PADCO orgamzed and held a two-week statIstIcs and computer trammg semmar for GOU
staff

AddItIOnal mformatIOn on the work completed under each of the delIverables IS proVIded below
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1 DELIVERABLE. As REQUESTED BY THE GOVERNMENT OF UKRAINE AND THE
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT, PREPARE
OPTION PAPERS AND FINANCIAL ANALYSES FOR MEMBERS OF THE PENSION
REFORM TASK FORCE

1 1 INTRODUCTION

In February 1997, the Cabmet of MInIsters of Ukrame created a PensIOn Reform Task Force (Task
Force) to develop draft legIslatIon for the Cabmet that would reform the eXIstmg state penSIOn system of
Ukrame The Task Force was created under the leadershIp of then-Mmister of SocIal ProteCtIon (MSP)1
PIOtr Paveiovich Ovcharenko Fourteen UkraInIan experts worked on the Task Force, whIle technIcal
support was provIded by the World Bank, TACIS, the Harvard InstItute for InternatIOnal Development
(HIID) , the UnIted States Agency for InternatIOnal Development (USAID), and ChemonIcs/PADCO
Deputy Mmister of the Mmistry of SOCIal ProtectIOn Elena Garacha was the coordmator of the Task
Force The Task Force submItted draft State and Non-State PenSIOn Laws to the Cabmet of Mmisters m
June 1997 The draft laws were submItted to the Supreme Rada on September 17th, where they are
currently aWaItmg consIderatIon

1 2 CHEMONICS/PADCO ACCOMPLISHMENTS

1 2 1 Pohcy Paper and Comments on Draft PensIOn Laws

In February 1997, PADCO SOCIal Sector Restructurmg Project Manger Roger Vaughan prepared a polIcy
paper - "OptIOns for PenSIOn Reform m Ukrame" - WhICh descnbes OptIons for reformmg the state
pensIOn system m Ukrame ThIS paper was dIstnbuted to staff withm the MInIStry of SocIal ProtectIon,
members of the PenSIOn Reform Task Force, and mternatIonal pensIOn experts

In cOnjunctIOn WIth USAID, Roger Vaughan and ChemonIcs/PADCO PenSIOn Reform Project Manager
Edward Koos prepared comments on the draft law on the PensIOn Reform Program m Ukrame and, m
cOnjunctIOn WIth USAID, submItted comments on the draft law on Personal Record-Keepmg Comments
were also submItted on the draft law on Compulsory State PensIOn Insurance Edward Koos provIded
USAID WIth updates on the status of draft penSIOn laws Per USAID's request, explanatIOns of annUItIes
were also furnIshed

1 2 2 PartIcIpatIon m Task Force Meetmgs

Edward Koos partIcIpated m meetmgs of the Task Force from February through May 1997, mcludmg
the to-day retreat at Koncha Zaspa m May

1 2 3 ReVIew of PensIOn Models and Data

Roger Vaughan and Edward Koos partIcIpated m meetmgs WIth the World Bank and HIID to dISCUSS
Issues related to the development of databases and models that could be used to analyze penSIOn optIOns

1 2 4 PreparatIOn of Background Reports

Chemomcs/PADCO translated numerous documents prepared by the Task Force, mcludmg succeSSIve
versIOns of draft State and Non-State PenSIOn Laws and related background matenal

I The MlTI1stry of SOCial ProteCtion was later combmed With the MlTI1stry of Labor to form the MlTI1stry of Labor and SOCial PolIcy (MLSP)
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1 2 5 ServIces and Eqmpment ProVIded at Koncha Zaspa

Dunng the retreat at Koncha Zaspa, Chemomcs/PADCO provIded mterpretatIon and translation serVIces
and, at the request of Deputy Mmister Garacha, typed changes to the draft laws In addItIon,
Chemomcs/PADCO provIded the Task Force WIth computer eqUIpment (two computers, a prmter, and
supplIes)

1 2 6 Computer Support and TechnIcal Trammg for the PensIOn Department of the MSP

Chemoll1cs/PADCO mstalled computers and prmters (purchased by USAID) for Deputy Mmister Garacha
and her staff and mstalled a local area network (LAN) system to connect thIS eqUIpment In additIon, two
other computers that are now m the Deputy MIll1ster's department were upgraded

Chemomcs/PADCO also prOVIded technIcal trammg m the use of computers and baSIC software
(Wmdows, Word, Excel) to the staff m Deputy Mmister Garacha's office PrevIOusly, Chemomcs/
PADCO provIded computer technIcal support to Deputy MIll1ster Noshchenko (of the Housmg SUbSIdy
Department) and Deputy Charrman Rul of the State COmmIttee for Housmg and MUll1CIpal Economy As
a result of thIs trammg, these offiCIals are now able to analyze budget Issues, prepare spreadsheets, and
wnte reports and other documents usmg computers and can also use e-maIl to contact oblast departments

DELIVERABLE AN ANALYSIS OF THE CURRENT STATUS OF THE PRIvATE
PENSION FUND DEVELOPMENT IN UKRAINE AND GOVERNMENT
LEGISLATION AND REGULATION ISSUES

2 1 INTRODUCTION

The role and VIabIlIty of the pnvate pensIOn system m Ukrame was dIscussed at meetmgs throughout the
penSIOn reform process LIttle comprehensIve mformatlon was avaIlable on thIS tOpIC, so Chemomcs/
PADCO undertook to research and wnte a report on the current status of the pnvate penSIOn system m
Ukrame

2 2 CHEMONICS/PADCO ACCOMPLISHMENTS

Chemomcs/PADCO hued mdividuais to research thIS tOpIC Based on the mformatIOn receIved from
researchers and hIs knowledge of the pnvate pensIOn system, Edward Koos drafted a report entitled "The
Pnvate PenSIon System m Ukrame " ThIS report descnbes the hIStOry of the pnvate penSIOn system m
Ukrame, lIsts legIslatIon and regulatIons that affect pnvate penSIon funds, and consIders the future of the
pnvate penSIOn system ThIs report was submItted to USAID

3 DELIVERABLE COMPLETION, IN COLLABORATION WITH THE GOU, OF
DRAFT LAWS AND OTHER NORMATIVE ACTS AS REQUESTED BY THE TASK
FORCE AND OTHER GOU COUNTERPARTS

3 1 INTRODUCTION

As dIscussed m the first delIverable Chemomcs/PADeo partICIpated m meetmgs and dISCUSSIons held
by the PensIOn Reform Task Force Durmg thIS penod, the Task Force completed draft State and Non
State PenSIOn Laws
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3 2 CHEMONICs/PADCO ACCOMPLISHMENTS

Chemomcs/PADCO offered comments, m both oral and wntten form, to the Task Force on draft State
and Non-State PensIOn Laws In addItIon, Chemomcs/PADCO provIded translation and mterpretmg ser
VIces to the Task Force

4 DELIVERABLE COMPLETION, IN COLLABORATION WITH THE GOU, OF A

MANUAL THAT ANALYZES AND EXPLAINS ADMINISTRATIVE REGULATION OF

THE PENSION SYSTEM AND REGULATORY PROCEDURES

4 1 INTRODUCTION

USAID requested Chemomcs/PADCO to work WIth the GOU to wnte a manual that analyzes and
explams

1 the ways m whIch the GOU needs to Improve Its admllllstratIve regulatIOn of the pensIon system and
regulatory procedures needed to regulate governmental penSIons, and

2 how to understand dIfferent types of finanCIal transactIOns and needed regulatory capabIlIties to
prevent fraud and abuse

4 2 CHEMONICS/PADCO ACTIONS

Two outSIde consultants have been retamed to draft a penSIOn regulatory manual In November, the
USAID Project Officer extended the due date of thIS delIverable to gIve the consultants addItIOnal tIme
to complete thIS manual

5 DELIVERABLE RECOMMENDATIONS FOR ADDITIONAL TRAINING OF GOU
AND OTHER APPROPRIATE STAFF

5 1 INTRODUCTION

Chemomcs/PADCO was reqUIred to offer recommendatIOns to USAID on areas relatmg to penSIon
reform, where staff of the GOU could benefit from addItIOnal traImng StatIstical modelIng and computer
trammg were two areas recommended for addItIonal trammg

5 2 CHEMONICS/PADCO ACCOMPLISHMENTS

Chemomcs/PADCO prepared a detaIled plan for a two-week statistIcal trammg program that could be
offered to staff of the SOCIal ProtectIOn Momtonng Program, the Mimstry of Labor and SOCIal PolIcy,
and Oblast Departments of SOCIal ProtectIon ThIS plan was submItted to USAID m June 1997 From
October 20th through 31st, Chemomcs/PADCO held a two-week semmar on SOCIal Program Data
Collection Systems at Puscha Ozernaya, a samtanum located outSIde of KyIV The semmar was dIVIded
mto modules that mcluded laws of statistics and mformatron, theoretIcal statIstICS, practIcal statiStiCs,
management, MIS and management of statIStics, software used WIth statIstICS, and reportmg and
dIssemmatIOn of statIstics
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6 DELIVERABLE THE IMPLEMENTATION OF A PILOT PROGRAM TO IMPROVE

ENTERPRISE PAYROLL TAX REpORTING

6 1 INTRODUCTION

The current payroll tax reportmg system results m a relatIvely low rate of payroll tax collectIOn HIgh
payroll taxes (47 5 percent for employers, 1 5 percent for employees) and madequate audIt and control
mechamsms contrIbute to the Ingh rate of tax noncomplIance and the burgeomng mformal busmess sector
of the economy Another factor IS the lack of correlatIOn between pensIOn taxes paId and pensIOn benefits
receIved Due to the lack of control over the workbook (or "laborbook") system, workbooks mamtamed
by employers often bear lIttle correlatIOn to the perIod worked by the employee or to the pensIon taxes
paid, If any, by the employer Under the current system, there IS room for a great deal of fraud, and the
state ultImately assumes the responsIbIlIty for paymg pensIOns to employees regardless of whether theIr
employers have paId payroll taxes on theIr behalf

In order to mcrease payroll tax collectIons, establIsh a hIgher correlatIOn between payroll tax collectIons
and dIsbursements on an mdividual - not aggregate - baSIS, and lInk tax data to government targeted
aSSIstance programs (mcludmg the Housmg SUbSIdy Program), Chemomcs/PADCO developed a new
payroll reportmg system based on PenSIOn Fund deSIgn speCIficatIOns WhIle the new reportmg system
wIll benefit a number of agenCIes, It WIll have the greatest mitIalimpact on the followmg four agenCIes

• For the PensIOn Fund of Ukrame, the reportmg program wIll proVIde the baSIS for a new record
keepmg system, based on taxpayer IdentIfIcatIOn numbers (TINs) aSSIgned to mdividuals, WhICh WIll
be used to collect mformatIOn on an mdlVldual's wages and payroll taxes ThIS mformation can be used
by the PenSIOn Fund to calculate pensIOn benefits and to mcrease the rate of payroll tax collectIOns

• For the State Tax AdnnmstratIon, the reportmg program wIll proVIde a database that can be accessed
to verIfy mcome mformatIOn reported to the Tax AdffilmstratIon

• For the Mnnstry of Labor and SOCIal PolIcy, the reportmg program WIll prOVIde mformatIon on the
payroll taxes paid by or on behalf of each mdlVldual, enablmg the Mmistry to calculate penSIOn benefits
based on payroll taxes paId

• For the Housmg SubSIdy Program, the reportmg program WIll allow the VerIfIcatIOn of mcomes
declared by famIlIes applymg for housmg SubSIdIes, thereby elImmatmg fraudulent applIcatIons and
reducmg the cost of the Housmg SUbSIdy Program

6 2 CHEMONIcs/PADCO ACCOMPLISHMENTS

ChemomcslPADCO, under the guIdance of Project Manger Edward Koos and MIS Expert Susan McGee,
succeeded In developmg a new reportmg program to be used by enterprIses and the PenSIOn Fund to
record wage and payroll contnbutions (taxes) on an mdlVldual basIS ThIS program represents a sIgmficant
Improvement over the current system wInch does not prOVIde eaSIly acceSSIble mformatIOn on mdividual
contnbutions Chemomcs/PADCO also wrote an "InstallatIons and Users Manual" to accompany ItS
software To further Improve the program, Chemomcs/PADCO sought out and retaIned an Independent
thud party to reVIew the reportIng program and make comments WIth no aSSIstance from the PenSIOn
Fund, Chemomcs/PADCO located a raIOn PenSIOn Fund office and two enterprIses who agreed to
partICIpate In testmg the reportIng program DespIte numerous obstacles, Chemomcs/PADCO completed
all of the tasks WIthIn ItS control (and some that were outSIde ItS control) profeSSIOnally and tnnely
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ATTACHMENT 11
PENSION REpORTING PROJECT MATRIX OF TASKS CONDUCTED

Page 6

Descnptlon of Tasks Projected Date Date of CompletIon

1 PROJECT DEVELOPMENT STAGE

Draft ImtIal report descnbmg the goals of the mdlVldual February 21 1997 February 21, 1997
reportmg system and the possIble means for
accomplIshmg these goals

Meet wIth representatIves of the State Tax AdmImstratIOn February 26, 1997 February 26, 1997
(Mr Houck from the U S Treasury and others) to
dISCUSS Implementmg the mdIvIdual reportmg system m
KyIv

Meet WIth representatIves of the KyIV CIty Tax February 27, 1997 February 27, 1997
AdmmIstratIOn (Mr Brezven and others) to dISCUSS
Implementmg the IndIVIdual reportIng system In KyIV

Redraft ImtIal proposal to place the pnmary role In the March 18, 1997 March 18, 1997
PensIOn Fund rather than the Tax AdmImstratIon because
the IndIVIdual reportIng project IS a component of the
pensIOn reform measures beIng developed

EstablIsh contacts wIth dISCUSS WIth and receIve March 18, 1997 March 18, 1997
comments from the Head of the KyIV PensIOn Fund on to November 30, to November 30, 1997
the proposed reportIng project 1997

Meet WIth representatIves of the Darmtsa RaIOn Tax Apnl 1, 1997 Apnl 1, 1997
AdmIillstratIOn office to dISCUSS the reportmg tax project
that was conducted In that ralon

Meet WIth representatIves of the Darmtsa Raton PensIOn Apnl 1, 1997 Apnll 1997
Fund office to obtain mformatIOn on ralon PenSIOn Fund
procedures

EstablIsh contacts wIth dISCUSS wIth, and receIve May 20, 1997 to May 20, 1997 to
comments from the Head of the Computer Department at November 30, 1997 November 30 1997
the PenSIon Fund of Ukraine on the proposed reportIng
project

2 WORKPLAN DEVELOPMENT STAGE

Draft, wIth mput from the PensIOn Fund, an June 10 1997 June 10, 1997
ImplementatIOn plan for the mdIvIdual reportIng project

Select and VISIt raIOn m KyIV where the mdIvIdual June 12 1997 June 12 1997
reportmg project Will be conducted (Moskovsky RaIon)l

1 As mentIOned m the accompanymg text the test ralOn was later changed to Bela TSlrkva
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DescnptIOn of Tasks Projected Date Date of CompletIOn

Select one or more enterpnses located wIthm the raIOn to July 29, 1997 July 29, 1997 (subject to
partICIpate m the InItIal testmg of the reportmg system the mclusIOn of addItIOnal

enterpnses) 2

VISIt the test enterpnse to dISCUSS the project wIth August 12, 1997 August 12, 1997 (subject to
enterpnses dIrectors the mcluslon of addItIOnal

enterpnses)3

RevIew the computer hardware capabIhtIes of the test August 12, 1997 August 12, 1997
enterpnse to dIscuss the project wIth enterpnses (ongomg dIscussIOns)4
computer personnel

Draft a Protocol of CooperatIOn between the PenSIon August 13 1997 August 13 1997
Fund and the SSRT formalIzmg the eXIstmg workmg
relatIOnshIp between the two partIes on the mdIvIdual
reportmg project

Send to USAID for comments a draft Protocol of August 13 1997 August 13 1997
CooperatIOn between the PenSIon Fund and the SSRT (USAID comments
formalIzmg the eXIstmg workIng relatIOnshIp between the receIved August 14, 1997)
two partIes on the mdIvIdual reportmg project

Send to the PenSIOn Fund for SIgnature a draft Protocol August 15, 1997 August 15, 1997
of CooperatIon between the PenSIon Fund and the SSRT (sIgned August 19 1997)
formalIzmg the eXIstmg workmg relatIOnshIp between the
two partIes on the mdIvIdual reportmg project

Form a team to work on software development July 1, 1997 July 1, 1997

Obtam and prOVIde VISUal FoxPro software (to be used July 30, 1997 July 30 1997
m software development) for the PenSIOn Fund's (dehvered)
Computer Department and for SSRT programmers

RevIew computer capabIhtIes of the PenSIon Fund raton July 1997 July 1997
office and dISCUSS wIth representatIves of the PenSIon
Fund's Computer Department the computer eqUIpment
needed to develop and Implement the reportmg project

Based on mformatIon obtatned m prevIOUS task draft August 1, 1997 August 1, 1997
request for computer eqUIpment and sublntt (from the
SSRT) to USAID

Draft a request for computer eqUIpment to be SIgned by August 19, 1997 August 19, 1997
the PenSIon Fund

2 As menttoned ill the accompanymg text the test enterpnse proVIded by the PensIOn Fund later chose not to partIcIpate The PensIOn Fund was
unable to proVIde any test enterpnses so the SSRT WIthout assIstance from the PensIOn Fund found two test enterpnses wI1lmg to parnclpate
m testmg the repornng software

3 See footnote 1

4 See footnote 1
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DescnptIOn of Tasks Projected Date Date of CompletIon

3 SYSTEM DEVELOPMENT STAGE

3 1 Analysls of Proposed System of Automated Penszon Actzvltzes

RevIew reportmg desIgn system bemg developed by the July 1997 July 1997 (addItIOnal
PenSIOn Fund desIgn mformation was

revIewed as It was
receIved)

RevIew database structure proposed by the PensIOn Fund July 1997 July 1997

Study the mteractIOn of software at varIOUS levels of the July 31, 1997 July 31, 1997
automated system proposed by the PenSIOn Fund system

Study mter-Ievel mformauon flows m the automated July 31, 1997 July 31, 1997
system proposed by the PenSIOn Fund system

3 2 Study of EXlstzng Accountzng System at the Test Enterpnse

Study structures of accountmg databases used at the test August 15, 1997 August 15, 1997
enterpnse

Study structures of personnel databases used at the test August 15, 1997 August 15, 1997
enterpnse

3 3 DeSign of Functzons and Structures of APM-P Databases

Develop structures and lOgICal schemes of APM-P July 31, 1997 July 31, 1997
databases

ProVIde wntten comments to the PenSIOn Fund on ItS July 29, 1997 July 29, 1997
proposed desIgn and database structure

DISCUSS wIth PenSIOn Fund comments submItted on ItS July 30, 1997 July 30, 1997
proposed desIgn and database structure

Compl1e a hst of forms and personal data on msured July 31, 1997 July 31, 1997
persons to be generated by an enterpnse and submItted to
the PenSIOn Fund

Compl1e a hst of forms and reportmg data on wages and July 31, 1997 July 31, 1997
payroll taxes paid to the PenSIOn Fund by employers and
msured persons

Compl1e hsts and develop structures of dIctIOnarIes July 31, 1997 July 31, 1997
necessary for APM-P

4 SOFTWARE DEVELOPMENT STAGE

4 1 Development of APM-P Interface

Develop software needed for APM-P mterface August 11 1997 August 11 1997

4 2 Development of APM-P Control Subsystem

Develop routmes to check fullness, correctness, and August 21, 1997 August 21, 1997
consIstency of data

Develop routmes to protect APM-P from unauthonzed August 21, 1997 August 21 1997
access
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DescnptIon of Tasks Projected Date Date of CompletIOn

Develop routmes to complle and mamtmn dIctIOnanes August 21, 1997 August 21 1997

4 3 Development of a Subsystem to Generate APM-P Databases

Develop routmes to generate a database to store personal September 20, 1997 September 20 1997
data on msured persons

Develop routmes to generate a database to store data on September 20, 1997 September 20, 1997
work hlstory, wages due, and payroll taxes pmd by an
employer and an msured person to the PensIOn Fund

Develop routmes to mput data to APM-P databases from September 20 1997 September 20, 1997
paper documents

Develop routmes to correct mfonnatIOn m APM-P September 20, 1997 September 20, 1997
databases

Develop routmes to VIew records (all or mdIvIdual fields) September 20, 1997 September 20, 1997
m APM-P databases

Develop a utIlIty to convert data from enterpnse September 20 1997 September 20, 1997
databases mto APM-P database fonnat

Develop a utIlIty to convert data from enterpnse September 20 1997 September 20, 1997
personnel database format mto APM-P database fonnat

4 4 Development of a Subsystem of Service Functzons

Develop utllItIes to archIve mfonnatIon (archIvers) September 10, 1997 September 10, 1997

Develop a set of servIce UtIlItIes September 10, 1997 September 10, 1997

Develop a help system September 10, 1997 September 10, 1997

4 5 Development of a Report Generatzon System

Develop routmes to generate reports (lIsts of msured September 20 1997 September 20, 1997
persons data on payroll taxes pmd to the PenSIon Fund
etc )

Develop utIlItIes to encode/decode mfonnatIon to be sent September 20 1997 not completed5

to the Penslon Fund

Develop programs to generate report files to be sent to September 20, 1997 September 20, 1997
the Penslon Fund eIther on floppy dlsks or through e-
mml

4 6 Documentatzon of Operatzons

Prepare a report documentmg operatIOns September 20 1997 September 20 1997

4 7 Standalone Testzng of APM-P Subsystems

Conduct standalone tests of APM-P Subsystems September 20, 1997 September 20 1997

5 TEST IMPLEMENTATION STAGE

Test APM-P mterface system September 30 1997 September 30, 1997

5 InformatIon necessary to deSign tins utility was never received from the PensIOn Fund
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DescnptIon of Tasks Projected Date Date of CompletIon

Test the APM-P control subsystem September 30 1997 September 30 1997

Test the subsystem to generate APM-P databases September 30, 1997 September 30 1997

Test the subsystem of servIce functIOns September 30, 1997 September 30, 1997

Test the report generatIOn subsystem September 30, 1997 September 30, 1997

Test all APM-P subsystems m a comprehensIve manner September 30, 1997 September 30, 1997

ReVIse and complete documentatIOn on operatIons September 30, 1997 September 30, 1997

6 IMPLEMENTATION STAGE6

Obtam computer eqUlpment (prevIously requested from October 1 1997 As of November 30th,
USAID by the PenSIOn Fund) and mstal1 m PenSIOn Fund eqUlpment has not been
offices and test enterpnse delIvered by USAID

Install and IilltIalIze APM-P at selected test enterpnse October 1 1997 November 12, 1997

Transfer documentatIon on operatIons October 6, 1997 November 12 1997

Tram operators of the accountmg department at the test October 10, 1997 November 12 1997
enterpnses to operate APM-P

Develop utIlItIes to convert test enterpnse databases to October 15, 1997 November 10 1997
APM-P mtennedlary fonnat

Convert accountmg and personnel databases of the test October 15, 1997 November 10, 1997
enterpnse wIthm APM-P

Check completeness correctness, and conSIstency of October 16, 1997 November 10 1997
databases generated wIthm APM-P

Append necessary data and edIt data m APM-P databases October 24, 1997 November 10, 1997

Prepare tests m paper and m machme-readable fonnat October 27, 1997 November 12 1997
usmg APM-P

Encode data to be sent to the PenSIOn Fund October 30 1997 November 15 1997

Check correctness of the procedure for generatmg October 30, 1997 November 15, 1997
reportmg data at the test enterpnses

Generate report files to be sent to the PenSIOn Fund on October 30, 1997 November 15, 1997
floppy dISks

7 REPORT PREPARATION STAGE

Prepare a report on the ImplementatIon of the APM-P at November 15, 1997 November 15 1997
the test enterpnses and offer recommendatIons on further
Improvements of the APM-P

Prepare a report descnbmg all of the actIVItIes conducted November 30 1997 November 27, 1997
and the results of the mdividual reportmg project
conducted Jomtly by the SSRT and the PenSIOn Fund (to
meet SOW delIverable)

6 Delays on tasks ill tlus stage were due solely to the PensIOn Fund s mability to proVIde enterpnses where the reportmg software could be tested
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DescnptIOn of Tasks Projected Date Date of CompletIOn

8 PENSION FUND PROJECT STAGE

Prepare and provIde workplan for follow-on work to be November 30, 1997 November 27, 1997
conducted by the PensIOn Fund

ProvIde PensIOn Fund WIth all reportmg software and November 30 1997 November 27, 1997
related work-products developed by the SSRT that may
be used by the PenSIOn Fund when It undertakes ItS
expanded reportmg project
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Page 12

1 GOALS

The proposed PensIOn Reportmg Project advances five separate yet mterrelated goals The first goal IS
to compIle a database that WIll enable the PenSIOn Fund to accurately record payroll taxes paId by each
mdividual and by hIs/her employer ThIS WIll provIde the baSIS for a pensIOn system that correlates
payroll tax payments WIth pensIOn benefIts The second goal IS to mcrease the collectIon rate for payroll
taxes owed to the PenSIOn Fund The thIrd goal IS to compIle and mamtam a database that mcludes
mcome mformatlon on mdividuais ThIS database can be accessed by the Tax AdmullstratIOn to venfy
mcome mformatIOn reported dIrectly to the Tax Adml1llstratlon The fourth goal of thIS project IS to use
the database to venfy mcomes reported by mdividuais who apply for housmg SubSIdIes and other means
tested benefits The fmal goal of the project IS to prOVIde penSIOn mformatIOn to the MIillStry of Labor
and SOCial PolIcy, whIch IS responSIble for dIstnbutmg pensIOns Incorporated mto all of these goals IS
the development a new system that WIll prOVIde an effICIent data lInk among the PensIOn Fund, the State
Tax AdmIillstratIOn, the MInIstry of Labor and SOCial PolIcy, and the Housmg SubSIdy Program As a
result, thIS system would benefIt four agenCIes

• For the PensIOn Fund of Ukrame, the reportmg project WIll proVIde the baSIS for a new record-keepmg
system, based on taxpayer IdentIfIcatIOn numbers (TINs) assIgned to mdividuals, WhICh WIll be used
to collect mformatIOn on an mdividual's employment hIstory, mcome, and payroll taxes paId Tills
mformatlon can be used by the PensIOn Fund to calculate penSIOn benefits and to mcrease the rate of
payroll tax collectlons

• For the State Tax AdmllllstratIOn, the reportmg project wIll prOVIde a database that can be accessed to
verIfy mcome mformation reported to the Tax AdmInIstratIOn

• For the Ml1llstry of Labor and SOCIal PolIcy, the reportmg project WIll proVIde mformatIOn on payroll
taxes paId by or on behalf of each mdividual, enablIng the MIillStry to calculate pensIOn benefits based
on payroll taxes paId

• For the Housmg SUbSIdy Program, the reportmg project WIll allow the verIficatIon of mcomes declared
by famIlIes applymg for housmg SubSIdIes, thereby ellmmatmg fraudulent apphcatIOns and reducmg
the cost of the housmg SUbSIdy program

2 THE CURRENT PAYROLL TAX REpORTING AND COLLECTION SYSTEM

Before descrIbmg changes envlSloned under the PenSIOn Reportmg ProJect, It IS necessary to proVIde a
bnef summary of the current payroll tax reportmg and payment system to show how the proposed
changes WIll comport WIth the current system and to IdentIfy the changes that must be made ThIS
summary IS mcluded to prOVIde a general descnptIOn of the current system, It IS beyond the scope of thIS
report to descnbe the many exceptiOns that may apply For purposes of thIS summary, enterpnses
foundatIOns and orgarnzatIons (regardless of the form of ownershIp and activitles conducted) are referred
to as eIther "enterpnses' or "employers" whIle IndIVIdual workers are referred to as "employees'
SpeCIfIC Issues related to self-employed IndIVIduals (who pay payroll taxes at a dIfferent rate than
enterpnses) are not addressed

Under the current payroll tax reportmg system, by the eIghth day followmg every calendar quarter (but
by the 15th day follOWIng the last calendar quarter), employers must submIt a report to the local (raIOn)
office of the PensIOn Fund ThIS report hsts the aggregate wages and some other forms of compensatlon
(for thIS report, total compensatIOn WIll be referred to as "wages") paId to employees, along WIth the
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aggregate payments made and total lIabIlIty to the PensIOn Fund For enterprIses, payroll taxes allocated
to the PensIOn Fund total 32 percent of wages Employers also wIthhold the employee's dIrect share of
penSIOn taxes (totalmg 1 percent of wages), and transfer both taxes to the PensIOn Fund

At the conclusIOn of each calendar quarter, employers also must submIt reports to the Chemobyl Fund,
the Employment Fund, and the SOCIal Insurance Fund (Although due dates vary slIghtly, all reports must
be submItted wlthm 15 days of the end of the calendar quarter) Payroll taxes allocated to the SocIal
Insurance Fund, the Chemobyl Fund, and the Unemployment Fund equal 4 percent, 10 percent, and 1 5
percent (plus 5 percent paId by employees) of wages, respectIvely (Note, however, that wages for
Employment Fund tax purposes are computed dIfferently than wages for the SOCIal Insurance and
Chemobyl Funds) Agam, m each quarterly report, the employer lIsts the aggregate wages paId to
employees along WIth the aggregate payroll taxes paId to each fund

Employers do not lIst the names of theIr employees (or any personal employee IdentIficatIon number) on
any of the quarterly payroll reports Payments made by the employer to the funds normally occur when
the employer WIthdraws money from the enterpnse's bank account In order to WIthdraw money for
payroll purposes (as opposed to wlthdrawmg money for other busmess purposes), employers must submIt
forms dlrectmg the bank to transfer payroll taxes (as computed by the employer) to the varIOUS payroll
funds Payroll taxes are transferred dIrectly to each of these funds

In addItIOn to submIttmg the varIOUS payroll reports descnbed above, employers must mamtam workbooks
for each employee IIstmg the penod of tIme the employee has worked for the employer These workbooks
are used to satISfy penSIOn elIgIbIlIty reqUIrements and to compute the amount of penSIOn benefits to be
granted to the pensIOn reCIpIent

3 DEFICIENCIES IN THE CURRENT PAYROLL TAX REpORTING SYSTEM

The current payroll tax reportmg system results m a relatIvely low rate of payroll tax collectIOn HIgh
payroll taxes (47 5 percent for employers, 1 5 percent for employees) and madequate audIt and control
mechamsms contrIbute to the hIgh rate of tax noncomplIance and to the burgeomng mformal busmess
sector of the economy Another factor IS the lack of correlatIon between pensIOn taxes paId and pensIOn
benefIts receIved Due to the lack of control over the workbook system, workbooks mamtamed by
employers may bear httle correlatIOn to the perIod worked by the employee or to the penSIOn taxes paId,
If any, by the employer Indeed, today entItles may mamtam workbooks for mdlvlduals who are actually
or effectIvely not employed by the entIty, allowmg the mdlvldual to accumulate the employment tIme
needed to qUalIfy for a pensIOn Moreover, employers may artIfICIally mcrease the amount of wages paId
to an employee dUrIng the last year of employment, thus allowmg the employee to qualIfy for a hIgher
penSIOn Under the current system, there IS room for a great deal of fraud, and the state ultImately
assumes the responsIbIlIty for paymg pensIOns to employees regardless of whether theIr employers have
paId payroll taxes on theIr behalf

The followmg proposed system IS mtended to reduce the level of noncomplIance III the payroll tax system
WhIle thIS project WIll focus on the collectIOn of payroll taxes deSIgnated for the PensIOn Fund, the
system may be expanded to cover the collectIon of payroll taxes collected for other funds (mentIOned
above) and mcome taxes (Unless otherWIse noted, all future reference to payroll taxes wIll refer only
to those payroll taxes deSIgnated for the PenSIOn Fund ) WhIle decreasmg the payroll tax rate IS not
expressly mcluded m the proposed system, a reductIOn m such rates, combmed WIth mcreasmg the
correlatIOn between payroll taxes paId and benefits receIved, may prompt many enterprIses to move from
the mformal to the formal sector
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4 DESCRIPTION OF THE PROPOSED REpORTING SYSTEM

To mcrease payroll tax collectIons, establIsh a hIgher correlatIon between payroll tax collectIOns and dIS
bursements on an mdlvldual - not aggregate - basIS, and lInk tax data to government targeted assIstance
programs (mcludmg the housmg subSIdy program), the followmg reportmg system IS proposed for a tnal
penod (see FIgure 1) Imtlally, the project wIll be conducted m one raIOn, but the project should later
be expanded to cover addItIOnal ralOns If the new system proves successful, all or portIOns of the system
may be adopted on a natIOnal level WhIle the proposed system allows for wage mformatIOn of
mdlVlduals and entItles to be used by dIfferent government entItIes, the system IS desIgned to proVIde only
lImIted access to this InformatIon m order to mamtam the mtegnty and confidentIalIty of the mformatlon

The proposed reportmg system would mclude the followmg steps

Step 1 Wlthm 15 days of the conclusIOn of every calendar quarter, all enterpnses (and self-employed
mdlVlduals) wIll submIt a report to the local (raIOn) office of the PenSIOn Fund, whIch wIll lIst the wages
paId to and correspondmg payroll taxes paId on behalf of each employee The reports WIll mclude both
the name and TIN of the employer and of each employee informatIOn mcluded m the form shown m WIll
be mcorporated mto the eXlstmg reportmg form or mcluded m an addItIonal form

Step 2 By the 20th day of the month followmg the end of every calendar quarter, every ralon PensIOn
Fund offIce WIll send the quarterly reports mentIOned m Step 1 above to the Wage Reportmg Office,
where all records pertammg to penSIOn payroll taxes WIll be mamtamed on a smgle computer

Step 3 The Wage Reportmg Office wIll compIle a database for the PensIOn Fund and the Mlmstry of
Labor and SOCIal PolIcy (WhICh IS responsIble for computmg and dlstnbutmg pensIOns and other SOCIal
payments) ThIs database wIll enable both the PenSIOn Fund and the Mlmstry of Labor and SOCIal PolIcy
to Implement future changes m the pensIOn system

Step 4 The Wage Reportmg Office also WIll prOVIde mcome data contamed m the database to the Tax
AdmInIstratIon to be used to venfy mcome mformatIon enterpnses report dIrectly to the Tax
AdmmlstratIOn

Step 5 At the conclUSIOn of each month, each ralOn Housmg SUbSIdy Office WIll send to the Wage
Reportmg OffIce a lIst (m computer-readable format) of all famIlIes that applIed for housmg SubSIdIes,
along WIth the name and TIN of each famIly member and the mcome declared by each famIly member
durmg the precedmg calendar quarter (The housmg SUbSIdy reportmg reqUIrements must be changed to
reqUIre famIly members to report mcome earned durmg the precedmg calendar quarter rather than the
precedmg three months )

Step 6 The Wage Reportmg Office wIll venfy usmg mformatlOn m Its database, the mcome reported
by housmg SUbSIdy applIcants and famIly members Income dIscrepancIes of less than 5 percent or
dIscrepancIes of less than 10 Hrn (whIchever IS greater) WIll be reported as confirmed, whereas those that
do not satISfy these cntena wIll be reported as unconfIrmed

Step 7 The Wage Reportmg Office WIll return to each Housmg SubSIdy Office the lIst of applIcants and
state whether the mcome reported by the applIcants and famIly members was confirmed or not If a
dIscrepancy IS not contested by the applIcant or famIly member, the Housmg SUbSIdy Office WIll deny
the applIcant's housmg subSIdy applIcatIon and may also Impose sanctIons
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5 TASKS REQUIRED TO IMPLEMENT THE PENSION REpORTING PROJECT

The major tasks that must be completed m order to Implement the PensIOn Reportmg Project are as
follows

1 The Cabmet of Mlillsters must Issue all normatIve documents needed to create the PensIOn Reportmg
Project, mcludmg authonzatIon of changes m the payroll reportmg system, and the partIes mvolved
must execute a Memorandum of Understandmg defimng the responsIbIlItIes of each party

2 The State Tax AdmlillstratlOn must Issue TINs to all mdIvIduals workmg m the test rawn The Tax
Admlillstratlon has already begun thIs process If the Tax AdmmIstratlOn's current database does not
mclude thIS mformatlOn, It may have to update (or create) ItS database to mclude all mdIvIduals m
the test rawn
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FIGURE 1 PROPOSED PAYROLL TAX REpORTING SYSTEM
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I-I
INFORMAnON TO BE PROVIDED IN A QUARTERLY PAYROLL TAX REpORTING FORM

ENTERPRISE INFORMATION

• ComStat/MmJus IdentIfIcation Number

• Name of enterpnse

• Address (street, raIOn, CIty, ZIp code)

• Rawn where enterpnse IS regIstered

• Rawn PenSIOn Fund Office

EMPLOYEE INFORMATION

• Taxpayer IdentifIcatIon Number (TIN)

• Name (surname, first, patronymIC)

• Address (street, raIOn, CIty, ZIp code)

• Pnmary or secondary employment

EMPLOYEE PAYROLL INFORMATION (IN HRIVNYA)

• Total wages, bonuses and other compensatIOn paId to each employee durmg quarter for PensIOn Fund
purposes

• Taxes paId by or on behalf of employee to
~ PenSIOn Fund
~ Paid by enterpnse
~ PaId by employee
~ Total taxes paId to PenSIOn Fund dunng quarter
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1 The PenSIOn Fund, wIth donor assIstance, must provIde eqUIpment to the Wage Reportmg Office

2 The Wage Reportmg Office must desIgn a system to receIve and mamtam the quarterly transfer of
payroll reports from ralon offices

The PensIOn Fund, m conjUnctIon WIth ralon offices, must desIgn a new Quarterly Payroll Tax Report
(and accompanymg InstructIOns), WhICh mcludes the name, TIN, and wages and payroll tax mformatIOn
of each employee

1 The PensIOn Fund and donor orgaruzatIOns must prepare a computer software program to mput data
from the new Quarterly Payroll Tax Report, and must prepare and make avaIlable software for
enterprIses to use to submIt payroll reports based on the new form

2 The raIOn PensIOn Fund offices must dIstrIbute the new Quarterly Payroll Tax Reports,
accompanymg mstructIOns, and software to enterprIses, and begm a program to tram enterpnse
accountants to comply WIth the new reportmg reqUIrements

3 The PensIOn Fund and the Tax AdmmlstratIOn must deSIgn a system whereby mcome data held by
the Wage Reportmg OffIce can be venfled agaInst mcome data held by the Tax AdmmlstratIOn

4 Housmg SUbSIdy Program OffIces must develop a program and tram office staff to transfer to the
Wage Reportmg OffIce mformatIOn mcomes reported by applIcants and to receIve venficatIOn
reports from the Wage Reportmg OffIce The Housmg SUbSIdy Program Offices also must deSIgn
an appeal procedure for those applIcants whose reported mcomes were not confirmed by the Wage
Reportmg Office, and must develop appropnate sanctIOns to be Imposed agaInst those who reported
false mcomes
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PROPOSALS DATABASE STRUCTURE AND

ORGANIZATION FOR PILOT REpORTING PROJECT

To Anatohy Vatsiavovich Bomslavsky, Head, Computer Department, Fund
From Edward Koos, Susan McGee, Anton Levistsky
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ABBREVIATIONS

SPF - State PensIon Fund
SKPR - System of keepmg personal records of payroll tax to the State PensIon Fund
SKPR IS supposed to be a three-level mformatIonal and analytical system consIstmg of

• at the natIonal level, an mtegrated database of Insured mdlVlduals wIth umform personal record-keepmg
cards contammg all necessary mformation to keep track of those who have moved and changed
employers,

• at the regIOnal level, tools to process data collected/generated at the local level and carry out
transactIons on the mformation-reference system of Insured mdividuais (transactIons WIll use updated
copIes of data m the mtegrated database and dIctionarIes), and

• at the local level, tools to collect and audIt Imtial data on Insured mdIVIduals

IMPoRTANT ISSUES OF LOGICAL ORGANIZATION AND STRUCTURE OF DATABASES

The Conceptual DesIgn mcludes a general lIst of database tables based on mformation to be submItted
to the SPF by

• employers (It IS necessary to Improve a procedure of registermg and processmg changes m personal
data of employees, for example, dIsmIssal, shIftmg to another Job), thIS mvolves a personal card
(questIOnnaIre) that must be submItted one time when hmng an employee (or at the mitial regIstration
of enterprISe employees) and personal data on wages to be paId WhICh should be submItted on a regular
basIs,

• bIrth, marrIage, and death regIstration departments - death certIfIcates, and

• rawn SPF departments - certIfIcate of Insurance, personal cards contammg data on work hIStOry,
mcomes, payroll taxes, and pensIon benefit

The drawback of the Conceptual DeSIgn IS that most SKPR databases wIll be generated from data m
documents to be submItted to the SPF Documents should be only a baSIS to create and "fill" databases
Information m databases should be generated WIth due regard to not only effiCIency of data processmg
and the current status of a speCIfIC mdividual but also behaVIOr of personal data regIstered m the SPF
dUrIng the whole perIod under reVIew

Some elements of personal data may change whIle an mdiVIdual IS regIstered m the SPF database, for
mstance, famIly name, address, place of work, etc It IS ImpOSSIble to mamtam all varIants m one
database It IS not expedIent to have two varIants, sInce It IS necessary to have accurate InformatIon about
any perIod of persons' work It seems reasonable to mamtaIn, m addItIOn to the mam ANKETA database,
a number of subordmate databases and use them to keep track of all changes m correspondmg records
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SKPR DATABASES

The ANKETA database should mclude only pennanent mfonnatIOn for an Insured mdividual or updated
mfonnatIOn stored m the array of vanable data, namely

• code and full name of an msured mdividual,

• sex, data, and place of bIrth,

• address and place of work (these data can be stored m the database of addresses and database of places
of work, where the complete hIstory of places of reSIdence and places of work, respectively, wIll be
kept),

• data on the document bemg an ongmal source of mfonnatIOn, and

• date of completmg the questIOnnaIre

Every record of the ANKETA database may also contam the code of an operator who mputs or regIsters
mfonnatIOn It WIll enable audItmg and evaluatmg system operators

It also seems reasonable to mclude m the ANKETA database unavaIlable mfonnation that IS stored m the
SVIDOC database (msured mdividual's certifIcate of msurance)

• code of a SPF body (It may be chosen m the database of charactenstics of a SPF body rather than be
mputted), and

• certIficate senes, number, and the date of Issuance

The rest of fields m the SVIDOC database duplIcate the ANKETA database fields and, thus, are
redundant (can be deleted) So, It IS possIble not to create a separate - SVIDOC - database Data on
an msurance certIficate WIll be generated when Issumg the certIficate

All general data on mdlVlduals avaIlable m the ANKETA database can be deleted from the DPS database
(Death CertIfIcate), smce any mdividual can be IdentIfied by the content of the Insured IndIVIdual Code
field ThIs field should be added to the DPS database It IS also necessary to establIsh feedback between
the DPS and ANKETA databases ThIs means that the ANKETA database should contam a field referrmg
a correspondmg record m the DPS database

Data on an mdividual that may vary whIle thIS mdividual IS regIstered m the SKPR should be stored m
separate databases subordmate to the ANKETA database, namely

• database of pnor last name, fIrst name, and patronymIc,

• database of pnor places of reSIdence (places of regIstratIOn of payroll taxes paId to the SPF earlIer),
and

• database of pnor places of work WIth pOSSIble optIOns - several places of work at a time

These databases should contam the code of an msured mdiVIdual to enable settmg relatIOns WIth and
IdentIfymg a correspondmg record m the ANKETA database as well as eIther the date of change or the
penod of staymg

It IS adVIsable to complement the SKPR WIth the followmg three aUXIlIary (system) databases

• database to store mfonnatIon on a PenSIOn Fund office - address of the office, names of Its head and
chIef accountant, legal address, telephone numbers,



Fmal Report of the PensIOn Reform Program Page 20

I
I
I

I
I
I
I
I

• database of system operators to store names, passwords, Internal codes, and authonties (pnorItles) of
system operators, and

• database to keep track of system operators' actIons - thIS database IS supposed to store operators'
codes, operatIOns performed, and number of records In the maIn database used In operatIons, a lIst of
operatIOns may be used not only to keep track of the system but also to evaluate efficIency and qualIty
of operators' work

The personal card of an Insured IndlVldual to be generated by the central body of the SPF consIsts of
three parallel databases

• personal card of an Insured IndIVIdual (work hIstory) - STAG,

• personal card of an Insured IndIVIdual (Income) - DOROD, and

• personal card of an Insured IndIVIdual (payroll taxes) - VNESKI

It would be reasonable not to duplIcate Insured IndIvIdual's Code, Penod Under ReVIew, Employer's
Code, and Place of Work fIelds In three databases but Integrate them Into one database and complement
It WIth such new fields as Number of Days When an IndIvIdual Actually Worked, Wages (Income), and
Payroll Tax to Be PaId

The way InformatIon IS stored In databases affects the SIze of databases, access effiCIency, and data
processIng time sIgnIficantly A number of text fields that can assume standard values lImIted In number
can be replaced wIth code fIelds related wIth dictIOnanes FIelds duplIcated In related databases may be
deleted, smce relatIOns WIth the mam database wIll be set through the Insured IndIvIdual's Code Separate
fIelds for days, months, and years In all databases may be replaced wIth a standard Date field A
subsystem of keepIng track of mdividuals changmg theIr places of resIdence and work status needs
ImprOVIng

GENERAL ISSUES OF THE PROJECT IMPLEMENTATION

An automated workIng place (APM-R) to be used to Input personal data on work hIstory, wages, and
IndIVIduals' payroll taxes WIll become a baSIS to generate arrays of InfOrmatIOn

ComposltlOn of the Automated Worlang Place APM-R
At the mitial phase of Implementmg Employer's Automated Workmg Place It IS necessary to compIle a
lIst of data to be submItted by enterpnses to the SPF, sources of these data, and theIr structures It IS
mandatory to defme a lIst of all directones and diCtIonanes, partIcularly dictIOnanes of external ones (for
example, directones of towns, regIOns countnes, etc) and have theIr descnptIOns (formats and
structures) avaIlable

The APM-R must mclude the followmg software modules

• module to generate and mamtam system dictlonanes and directones,

• module to generate a database to store personal data of Insured IndIVIduals (such as name, address, etc
- INDANI,

• module to generate a database to store data on work hIstory, wages, and payroll taxes of Insured
IndIVIduals, and

• database admInIstrator

Each of the above lIsted modules should have a context-sensItive help system
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Module to Generate and Mazntazn System Dlctwnanes and Dlrectones

ThIS module wIll be developed to generate and mamtam the followmg dictIOnanes

• dIctIOnary of types of forms of documents to be used wlthm the personal record-keepmg system,

• dIctIOnary of reasons for submlttmg forms,

• categones of taxpayers,

• names of months m varIOUS cases accordmg to reportmg forms,

• names of numbers m words to be used m aggregated reports,

• dICtIOnary of grounds for pnvileges,

• dIctIOnary of currenCIes,

• dIrectory of rates of payroll taxes, and

• dIrectory of types of payments subject to taxatIOn

The dictIonanes WIll be generated m the centralIzed way and should come wIth APM-R The module
must ensure vIewmg (browsmg), prmtmg, updatmg dictIOnanes and, perhaps, edItmg by the system
admInIstrator

It IS necessary to strIctly formalIze mput of mformatIon that IS crucIal for IdentIfymg an mdividual and
hIs/her personal data (for mstance, place of resIdence and work) For thIS reason addItional dIctIOnarIeS
- dIctIOnarIes of populated area UnItS (countrIes, regIOns, oblasts, towns) and a dIctIOnary of state codes
assIgned to enterpnses must be added to the system

DictIOnanes of grounds for prIvIleges, rates of payroll taxes, and kmds of payments subject to taxatIOn
must contaIn, m addItIon to predefined fields, a data of mputtmg a correspondmg norm and the number
of a document establIshmg thIS norm In the event of cancelmg norms, they must be stored m the
database whIle records m WhICh these norms have been applIed are actIve

Module to Generate a Database to Store Personal Data of Insured IndIVIduals ThIS module IS sup
posed to ensure generatIOn of a database of msured mdividuais automatIcally - on the baSIS of a
fragment of the database of the State RegIster of PhysIcal Entitles mamtamed by the State Tax
AdmllllstratIon and the database of enterprIse employees and - manually - through mputtmg data from
paper documents

The module must feature the followmg functIOns

• generatmg and complementmg the ANKETA database on the baSIS of the database of enterpnse
employees,

• complementmg the ANKETA database on the baSIS of a fragment of the database of the State RegIster
of PhySIcal EntItles mamtamed by the State Tax AdmmistratIon,

• processmg and mputtmg data not avaIlable m the ANKETA database,

• prepanng, on the baSIS of data m paper documents, records to be entered to the ANKETA database,

• vIewmg records (eIther all or specIfIC fields) by vanous keys, and

• generatmg and outputtmg lIsts of lllSured mdIviduals, questIOnnaIres, and other reportmg and reference
forms
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The module must ensure checkIng mput and update of mformatIOn, regIstratIOn of operatIOns wIth records
performed by operators and generatIOn of protocols of operatIons performed, and protectIOn of
mformatIOn from unauthonzed access

Module to Generate a Database to Store Data on Work HIstory, Wages, and Payroll Taxes of
Insured IndIvIduals ThIS module IS supposed to ensure mput of mformatIOn to the INDANI database
automatically - on the basIS of data m the wages database mcIuded m enterpnse accountant's automated
workmg place and - manually - on the basIs of data m paper documents

The module must feature the followmg functIons

• selectmg data on work hIstory, wages due, and payroll taxes stored m the enterpnse accountant
database and entermg these data to the INDANI database,

• mputtmg data on work hIstory, wages due, and payroll taxes from the paper documents manually,

• calculatmg reqUIred mdicators on the baSIS of directones of kmds of payments and tax rates,

• checkmg correctness of fIle generation and settmg mdlcators (flags) to confirm correctness of data,

• updatmg and vIewmg (browsmg) records (all or speCIfic fields) by vanous keys,

• generatmg and pnntmg descnption of the INDANI file as an accompanymg document together WIth
check sums, and

• generatmg and outputtmg lIsts of monthly, quarterly, and yearly reports and other reportmg and
reference documents (forms)

System AdmImstrator Module ThIS module IS supposed to ensure organIzation, management, mam
tenance, and protectIon of data stored m the APM-R

The module must feature the followmg functIOns

• generatmg and processmg system and aUXIlIary databases where system parameters and preferences are
stored and dIrectory of system operators and other staff,

• regular archIvmg and copymg databases and retnevmg data from archIves,

• generatmg and pnntmg general statIstICS and reference data on the baSIS of mformatIon m APM-R
databases,

• entenng a record and prmtmg an applIcatIon for a duplIcate of a certIficate of msurance,

• entermg a record and prmtmg a certIficate of venflcatIOn of data m the certIficate of Insurance when
an mdlvldual moves to another ralon (to be submItted to the SPF), and

• vlewmg and pnntmg the descnptIOn of the ANKETA and INDANI files structure file

WHAT SHOULD BE DONE BEFORE THE BEGINNING OF DEVELOPMENT OF THE APM-R
Before the begmmng of development of the APM-R It IS necessary

• to obtam all dictIOnanes m eIther machme-readable or paper form,

• to come to agreement on a lIst of mam, system and aUXIlIary databases,

• to come to agreement on a lOgIC structure and formats of databases and defimtIon of fields m databases,
and

• to work out reqUIrements to databases not mcluded m a mam lIst of databases (applIcatIon for a
duplIcate of a certIficate of msurance, certIficate of venficatIOn of data on a new employee, etc)
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To Ms Varnhagen
As requested, attached IS a request for computer eqUIpment needed to develop and test an mdividual
reportmg system to be used by the PensIOn Fund Please refer to the attached Protocol of CooperatIOn
entered mto between the PensIOn Fund and PADCO, a USAID contractor, for addItIOnal mformation We
plan to use Hewlett-Packard (HP) computer eqUIpment m our system, and therefore have speCIfied HP
m our request However, If It IS not pOSSIble to provIde HP eqUIpment, other eqUIpment WIth eqUIvalent
speCIficatIOns WIll suffIce

Please call me If you need addItIOnal mformatIOn on our computer request or on any other Issues

We look forward to workmg WIth USAID and PADCO

Smcerely,

Bons Zaichuk
ChaIrman, PenSIOn Fund of Ukrame

attachments Computer Request
Protocol of CooperatIOn (EnglIsh verSIOn)
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Quantity Equipment SpecificatIOn Est Cost $

1 D4934A Server HP Netserver E 40 61200 Model 2100 mcludmg 3,285
Processor Intel PentIUm Pro 200 MHz
Memory 16MB ECC memory, expandable to 192MB
Cache 256KB wnte-back cache
VIdeo 1MB standard VIdeo memory, up to 1024*768,
256-color, nonmterlaced
Integrated L HP DeskDIrect PC 100Base-T/lOBase-2
adapter
DISk Control Smgle-channel bus master PCI Fast SCSI-
2 controller (Adaptec 291OAI)
Hard DISks 4500RPM 21GB Fast SCSI-2 hard dISk,
16 8 maxImum (4*4 2GB) mternal
CD Dnve One quad-speed IDE CD-ROM dnve
Slots Two PCI, two shared PCIIISA, two ISA
Ports One 24-pm parallel two 9-pm senal, VIdeo, IDillI-
DIN keyboard and mouse
Bays FIve half-heIght three front-accessIble shelves
(one WIth CD-ROM), two mternal, supportmg one-mch
hIgh other deVIces

1 C1526G Tape Umt HP SureStore Tape 50001 4GB mternal DAT 1,017

1 D2813A Color HP 1024 14" Color DIsplay (13 2" V I ) 360
DIsplay

1 227-00025 Network Wmdows NT Server 4 0 EnglIsh Int'! CD-ROM 5 ClIent 950

Total for Server EqUIpment 5612

1 J3200A SWItch Hub HP AdvanceStack lOBT SWItch Hub-12R 659

2@580 C3990A Prmter HP LaserJet 6L Pnnter 1,160

1 SU700INET APC APC Smart UPS 700INET 310

6@1,405 D4093B Hard dnve HP Vectra VE 5/166 senes 3 M1600/16 mcludmg 8,430
Intel PentIUm 166 MHz Processor
Memory-16MB, 60 ns EDO
16GB HDD
Desktop Package Type
VIdeo RAM-1 MB
3 5" Floppy DISk Dnve
Premstalled MICroSOft Wmdows 95 (rus)

6@479 D2825A Momtors HP Ultra VGA 1024 15' DIsplay (13 7 VI) 2,874

6@101 J3171A Adapters HP DeskDlrect 10/100 TX PCI LAN Adapter 606

2@250 Scanners Pnmax 4800 DIrect 500

Total for Other EqUIpment 13880

Total EstImated Cost for All EqUIpment 19,492
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Takmg mto conSIderatIon that
The Government of the Umted States of AmerIca, actmg through USAID, and the Government of
Ukrame have been workIng together on the mtroduction of new approaches and the ImplementatIOn
of new programs of socIal protectIon and pensIOn mamtenance for the Ukralman populatIOn as
specIfIed m the Agreement between the Government of Ukrame and the Government of the USA
Regardmg HumamtarIan and TechnIcal Econoffilc CooperatIOn dated May 7, 1992
The PensIOn Fund of Ukrame IS the prImary developer of a new system of keepmg personal records
of payroll taxes paId to the PensIOn Fund of Ukrame

The PensIOn Fund of Ukrame and PADCO Inc , a USAID contractor, enter mto thIS Protocol of
CooperatIOn WIth the purpose of developmg and Implementmg a new reportmg system to keep records
of data on employees' wages and payroll taxes paId to the PensIOn Fund, and specIfically to develop a
component of thIS system called the "EMPLOYER'S AWP" (Employer's Automated Workmg Place)

The new reportmg system WIll collect and mamtam personal records of payroll taxes paId to the PensIOn
Fund by both employees and employers, and WIll ensure that mformatIOn on msured mdlvlduals IS full
and relIable The new system also WIll benefit the payroll tax collectIOn process

1 GOAL OF COOPERATION AND PHASES OF COOPERATION

As agreed by both partIes, PADCO WIll focus Its actIVItIes on developmg software for enterprIses - the
EMPLOYER'S AWP - whIch WIll become a part of the new automated reportmg system ThIS software
wIll be tested on a phased-m baSIS m Moskovsky ralOn m KyIV and wIll be Implemented m at least one
enterprIse dunng the perIod coverIng September through November 1997

After testmg EMPLOYER'S AWP m one enterprIse m Moskovsky ralOn, the PenSIOn Fund of Ukrame,
on obtammg the consent of other Ukramian mimstnes and departments, WIll gradually expand the new
reportmg system to cover the terntory of Moskovsky ralOn for the fourth quarter of 1997

PADCO WIll collaborate WIth the PensIOn Fund to develop and test software to be used by ralOn PensIOn
Fund offIces to collect and mamtam data receIved from enterprIses, and to proVIde aSSIstance m areas
related to the development and ImplementatIOn of the new system of keepmg personal records of payroll
taxed paid to the PenSIOn Fund

The PensIOn Fund shall prOVIde PADCO WIth orgamzatIOnal support to ensure that all actIVItIes planned
by the PartIes may be conducted
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2 DunESOFPARTffiS

21 PADCO UNDERTAKES

• To proVIde programmers and other specialIsts to develop EMPLOYER'S AWP, WhICh wIll become a
part of the new system of keepmg personal records of payroll taxes paId to the PensIOn Fund,

• Not to dIsclose mformatIOn obtamed If not otherwIse specIfied by separate agreements wIth the PenSIOn
Fund,

• To delegate to the PensIOn Fund legal nghts for all software developed under the project as well as to
transfer thIS software to the PenSIOn Fund, transfer of the software shall be certIfied by a certIfIcate
sIgned by representatIves of both PartIes,

• To particIpate m the trammg of offIcers of the PensIOn Fund and ItS local bodIes on how to operate
EMPLOYER'S AWP, and

• To provIde other kmds of assIstance to the PenSIOn Fund at all levels m the development and
ImplementatIOn of the new system of keepmg personal records of payroll taxes dunng the entire penod
of cooperatIOn

2 2 THE PENSION FUND UNDERTAKES

• To cooperate wIth PADCO m the development and ImplementatIOn of the new system of keepmg
personal records of payroll taxes paId to the PenSIOn Fund,

• To provIde PADCO wIth all necessary mformatIOn so that PADCO IS able to fulfill the tasks It IS
responsIble for under the proJect,

• To secure cooperatIOn from other government agenCIes to conduct planned aCtiVIties,

• To assIgn experts who WIll be responsIble for conductmg planned actIVIties and communlcatmg WIth
PADCO, and

• To sub1ll1t to USAID and PADCO requests for computer eqUIpment needed for the successful
Implementation of the actiVItIes speCIfIed by thIS Protocol and to prOVIde mformatIon on all Issues
related to ImplementatIOn of the actIVIties speCIfIed by thIS Protocol

3 PROPERTY RIGHT AND TERMS OF USING PROPERTY

The PensIOn Fund of Ukrame shall be the owner of all property and software that may be transferred by
USAID through ItS contractor PADCO Any property transferred to the PenSIOn Fund shall be used
effectively durmg the penod of ImplementatIOn and further operatIOn (at the conclUSIOn of the Protocol
penod) so that the objectives speCIfIed by thIS Protocol are achIeved

The PenSIOn Fund of Ukrame shall report on the aSSIstance It receIves and uses under thIS Protocol or
shall ensure that such reports are prepared Should property transferred to the PenSIOn Fund under thIS
Protocol be used for purposes not speCIfIed by PartIes under CIrcumstances that the PenSIOn Fund could
have prevented, the PenSIOn Fund on demand by USAID, WIll return the property to USAID or pay ItS
mitIal cost

I 4 OTHER PROVISIONS

Should
a) Any Party fall to comply WIth any proVISIon of thIS Protocol,
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b) Any Party belIeve that there IS extraordmary sItuatIOn under WhICh the goal of the Protocol IS lIkely
not to be achIeved or should one or both PartIes be unable to comply wIth prOVIsIOns of thIS
Protocol, or

c) Any Party belIeve than contmuatIOn of collaboratIOn wIll lead to vIOlation of laws and other
normatIve acts of Ukrame,

then any Party may take steps to suspend cooperation, eIther m part or m full, under thIS Protocol and
to notify the other Party of ItS actions In the event of partIal suspensIOn such nOtificatIOn shall speCIfy
what actIvIties WIll be suspended

TermmatIOn of cooperatIOn under thIS Protocol wIll cancel commItments of the PartIes to provIde
fmancial or other resources under thIS Protocol except for payments to be effected under contracts or
grants

PensIOn Fund commItments specIfied m Item 3 concernmg the use of property and software transferred
to It WIll remam m effect at the end of the penod of cooperatIOn

5 PERIOD OF COOPERATION

CooperatIOn on the development and Implementation of EMPLOYER'S AWP WIll start on the date thIS
Protocol IS sIgned by both Parties and WIll end on November 30, 1997

The cooperatIon penod may be extended by mutual agreement of the PartIes

Bons Zaichuk,
Head of the PensIOn Fund of Ukrame

Roger Vaughan,
PADCO ResIdent AdvIsor,
SOCial Sector Restructurmg Program
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ATTACHMENT 1 6
REpORT ON IMPLEMENTING APM-P REpORTING SYSTEM AT TEST ENTERPRISES

November 15, 1997

Durmg the penod of October-November 1997, the software reportmg program (APM-P), WhICh enables
enterprISes to mamtam records on payroll taxes paId for employees to the PenSIOn Fund of Ukrame, was
tested at two enterpnses by the Chemomcs/PADCO SocIal Sector Restructunng Team (SSRT) Both
enterpnses employ computenzed bookkeepmg systems that dIffer from each other by functIOn, deSIgn,
and database structure ThIS allows the PenSIOn Fund to Import (through a converSIOn program) most
mformation needed to generate reports on mdividual pensIOn contnbutIons from the test enterpnses
databases In the course of Implementmg APM-P, the followmg tasks were accomplIshed

• local programmers, m collaboratIon WIth SSRT programmers, developed utIlItIes to convert mfonnatIOn
stored m enterpnses databases m the establIshed mtennedlary text fonnat,

• data on both enterpnses m the mtennedlary text format were Imported mto APM-P databases,

• operators of enterpnse bookkeepmg and personnel departments, aSSIsted by SSRT programmers, edIted
APM-P mformatIOn stored m the databases m the "Update" operatIon mode,

• reports to be submItted to the PenSIOn Fund were generated for both test enterpnses m machme
readable and paper fonns, and

• reports m paper form mentIOned m the precedmg Item were venfied m the local rawn PenSIOn Fund
office

The followmg sectIOns descnbe the results of Implementmg APM-P at each test enterpnse

1 RESULTS OF IMPLEMENTING APM-P AT TEST ENTERPRISE #
1 1 CONTENT OF ACCOUNTING SYSTEM DATABASES

There are four databases m the automated accountmg system at test enterpnse #1

• PERSON - stores personal data on mdividuals, mcludmg full name, sex, and date of bIrth

• MONEY - stores the breakdown of wages data for a reported year as well as 1 percent contnbutIOns
to the PenSIOn Fund

• WORK_DAY - stores month-by-month mfonnatIOn on number of workmg days

• OP - stores types of compensatIOns paId to employees and taxes

No database contams the followmg mfonnatIOn Taxpayer IdentIficatIOn Number (TIN), famIly name at
bIrth, place of bIrth, place of reSIdence, telephone number, or source document data Enterpnse
accountants do not need thIS data to calculate wages and other compensatIOns, and the PenSIOn Fund
currently does not reqUIre thIS data

One percent pensIOn contnbutions paId by employees are avaIlable However, data on pensIOn taxes paId
by the enterpnse (4 percent for mvalIds and 32 percent for the other employees) IS not avaIlable
Accountants explamed that the payroll tax to be paId by the enterpnse IS collected when It receIves funds
from the bank for payroll purposes Currently the bookkeepmg department does not keep records of
contnbutions paId by the enterpnse for each employee However, smce these contnbutIOns are collected
SImultaneously WIth receIpt of funds from the bank, they can be conSIdered as paId to the PensIOn Fund
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There IS no separate field for the taxable amount For thIS reason, It had to be calculated by the converter
as the total of all taxable compensatIons

1 2 DEVELOPING CONVERTER

The utIlIty to convert personal, wages, and payroll tax data m the mtermedIary text format (converter)
was developed by local programmers wIth SSRT assIstance The development took three days to
complete

1 3 GENERATING REpORT TO THE PENSION FuND

Converted personal, wage, and payroll tax data was automatIcally Imported to APM-P databases It was
decIded to add to the databases only those mIssmg data that was needed to generate the reqUIred report
Complementmg the databases wIth all mIssmg data would have reqUIred addItIonal data from all enterprIse
employees The full databases wIll be formed by the Personnel Department when shIftmg to a new system
of penSIOn msurance The SSRT generated a report on wages and penSIOn contrIbutIOns for the thIrd
quarter of 1997 m both machme-readable and paper form In so domg, enterprIse pensIOn contrIbutIOns
were calculated automatIcally

1 4 CONCLUSIONS

• Databases of the accountmg system at Test EnterprIse #1 are not completely prepared to calculate
pensIOn contrIbutIons and to generate reqUIred reports, prImarIly because TINs are not avaIlable

• Development of converters turned out to be an easy task for programmers who were famIlIar wIth
structures of enterprIse databases

• The APM-P streamlIned and sped up generatIon of the report to the PenSIOn Fund

2 RESULTS OF IMPLEMENTING APM-P AT TEST ENTERPRISE #2
2 1 CONTENT OF ACCOUNTING SYSTEM DATABASES

There are three databases m the automated accountmg system at Test EnterprIse # 2

• SLS - stores personal data on mdIvIduals, mcludmg name, sex, and date of bIrth

• NUA - stores the breakdown of wages data for a reported year, 1 percent contrIbutIons to the PensIOn
Fund, and month-by-month mformatIOn on numbers of workmg days

• OP - stores types of compensatIOns paId to employees and taxes

The content and structures of Test EnterprIse #2 are databases are SImIlar to those of EnterprIse #1 The
same data are not avaIlable at both enterprIses The deSIgn of both accountmg systems IS also SImIlar

2 2 DEVELOPING CONVERTER

The utIlIty to convert personal, wage and payroll tax data m the mtermedlary text format (converter) was
developed by local programmers WIth SSRT aSSIstance Although the structure of the databases at
EnterprIse #2 was more complIcated than that of Enterpnse #1, the converter was also developed wIthm
three days

2 3 GENERATING REPORT TO THE PENSION FuND

Converted personal, wage, and payroll tax data was automatIcally Imported to APM-P databases As WIth
EnterprIse #1, It was deCIded to mclude only data needed to generate the report on wages and pensIOn
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contnbutIons for the thIrd quarter of 1997 m both machme-readable and paper form In so domg,
enterpnse contnbutIOns were calculated automatIcally

2 4 CONCLUSIONS

• Accountmg system databases at Enterpnse #2 are not completely prepared to calculate pensIOn
contnbutlons and generate reqUIred reports

• Development of converters turned out to be an easy task for programmers and was accomplIshed wIthm
a short tIme

• APM-P streamlmed and sped up the generatIon of the report to the PenSIOn Fund

3 RESULTS OF IMPLEMENTING APM-P AT TEST ENTERPRISE #2
APM-P was provIded to the local rawn PenSIOn Fund OffIce together WIth thIrd quarter reports for
Enterpnses #1 and #2 PenSIOn Fund offIcers venfied the reports and mdIcated that APM-P was easy to
operate and the format for reports was optImal

On studymg the applIcatIOn program features, the PensIOn Fund offices proposed

• to ensure that a specIfic record may be sought for not only by famIly name or TIN, but also by mternal
tab number, and

• to streamlme the procedure of shIftmg from processmg a group of records of one enterpnse to
processmg that of another enterpnse (for the program to be Installed at PenSIon Fund offIces)

4 SUMMARY

• Because of mtroductIon of TINs, all Ukramlan employers must modIfy theIr accountmg and personnel
databases so they contam the TINs and other fields needed to store reqUIred reportmg data

• APM-P allows for Importmg data needed to generate reports to the PensIOn Fund automatIcally or
mputtmg It manually

• A utIlIty to convert employer data m the mtermedrary text format may be developed for any employer
wIthm a short penod of tIme

• Usmg APM-P substantIally speeds up preparatIOn of reports to the PenSIon Fund

• APM-P IS easy to operate

• The test raron PensIOn Fund officer IS eager to lIllplement APM-P However, It IS not qUIte clear where
the reported data wIll be processed and stored smce the new personal record-keepmg system software
for ralon, oblast, and natIonal levels has not yet been developed by the PensIOn Fund
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KYIv, Ukrame

I

•

ThIS CertIficate of Transfer eVIdences the transfer of reportmg software developed by PADCO, a
contractor of the Umted States Agency for InternatIonal Development (USAID), to the PenSIOn Fund of
Ukrarne The reportrng software referred to rn thIs CertIficate was developed for mstallatlon at enterpnses
and PenSIOn Fund offIces m order to allow the PenSIOn Fund to receIve data and prepare reports on
payroll taxes paId to the PenSIOn Fund of Ukrame by enterpnses and mdiVIduals Development of the
reportmg software was undertaken, m part, pursuant to the Protocol of CooperatIon entered mto by the
PenSIOn Fund of Ukrame and PADCO on August 19, 1997 Under thIS CertIficate of Transfer

1 PADCO transfers to the PenSIOn Fund of Ukrame the reportmg software, referred to as
Automated Workmg Place of Employer (APM-P), developed by PADeo The reportmg
software IS prOVIded on floppy disks m the form of source code m FoxPro programmmg
language and executable files, together WIth accompanymg mstallation and operatIon manuals

2 The PensIon Fund of Ukrarne warrants that the reportmg software developed and transferred by
PADCO meets or exceeds deSign speCIficatIons and all other reqUIrements speCIfied by the
PenSIOn Fund

3 The reportmg software was developed and transferred WIthout charge to the PenSIOn Fund of
Ukrame

4 Two ongmal certIficates m Ukramian are prOVided, both bemg authentIC

I
I
I
I
I

On behalf on PADCO the reportmg software is
transferred by

Roger Vaughan

On behalf of the PenSIOn Fund of Ukrame the
reportmg software IS accepted by

Bons ZaIchuk
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ATTACHMENT 1 8
INDIVIDUAL REpORTING PROJECT

RECOMMENDED FUTURE ACTIONS TO BE UNDERTAKEN BY THE PENSION FUND

November 15, 1997

Based on the expenence Chemomcs/PADCO acqUIred dunng the development of the mdlvldual reportmg
program (APM-P), we offer the follow recommendatIOns for future actions the PensIOn Fund should
consIder undertakmg as It begms to Implement and ultimately expand the reportmg program

1 LEGAL BASIS AND COLLABORATION

In order to provIde a legal baSIS for the mdlvldual reportmg project, the PensIOn Fund, usmg the
InstructIOn drafted by ChemonIcs/PADCO, should

• contmue and expand ItS efforts to obtam a legal baSIS for Implementmg the reportmg project on a test
baSIS and ultimately to Implement the project on a natIOnWIde baSIS, and

• contmue to mOnItor and, If feasIble, asSISt the Tax AdmInIstratIOn's Issuance of Taxpayer IdentIficatIOn
Numbers (TINs)

2 CONTINUED SOFTWARE DEVELOPMENT

In order to contmue to refine the reportmg software, the PensIOn Fund should

• test the reportmg software at vanous types and SIzes of enterpnses,

• test the reportmg software at vanous types (e g , rural vs urban) and SIzes of ralOn PensIOn Fund
offIces,

• encourage developers of accountmg software programs to mcorporate the reportmg software (APM-P)
mto theIr accountmg program software or deSIgn a data converSIOn program that WIll easIly transfer
data to APM-P, WhICh WIll reduce chances of data entry or data converSIOn error and make It eaSIer
for enterpnses to comply WIth reportmg reqUIrements, and

• contmue efforts to develop a program that WIll enable the PenSIOn Fund to scan all reports (partIcularly
the INDANI report), WhICh may entaIl modIficatIOn of some of the reports

3 CREATION OF DATABASE

In order to begm to establIsh a complete database of workers, the PenSIOn Fund should

• dlstnbute CertIfIcate of Insurance (ANKETA) paper forms, reportmg software, and user manuals to
all raIOn (and CIty) PenSIOn Fund offIces for dlstnbutlon to enterpnses,

• reqUIre enterpnses to complete and return the forms to the raIOn PensIon Fund office by a speCIfied
date, and

• whenever pOSSIble, encourage enterpnses to submIt ANKETA forms m both paper and machme
readable form, PenSIOn Fund offices should be wlllmg to aSSIst enterpnses m completmg reports and
submlttmg them m a proper format

In addItion, It IS recommended that employers who mamtam computenzed personnel and bookkeepmg
systems
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• modIfy theIr databases to mclude new fields that mclude mformatIon necessary to prepare reqUIred
reports for the PenSIOn Fund,

• develop a utIlIty to convert mformatIon stored m theIr accountmg and personnel databases to the
establIshed mtermedIary text format, and

• develop a utIlIty to convert mformatlon stored m theIr wage and payroll tax databases to the establIshed
mtermedlary text format

4 EDUCATION PROGRAM

In order to assIst enterpnses and to mcrease enterpnse complIance, the PenSIOn Fund should

• hold trammg semmars to mstruct enterpnse accountants on how to use the IndIVIdual reportIng
software,

• develop a publIc educatIOn campaIgn through both pnvate and government organIZatIons to Inform
enterpnses of the benefIts of thIS reportmg proJect, and

• develop a publIc educatIOn campaIgn to Inform mdlvlduals what IS reqUIred of theIr employers

5 SANCTIONS

Wlule lllltIally the emphasIS should be placed on educatIon and InstructIOn, m order to decrease enterpnse
and IndIVIdual noncomplIance the PenSIOn Fund should

• set a timetable for ImplementatIOn and mandatory enterpnse complIance of the IndIVIdual reportIng
program, and

• establIsh sanctIons for those enterpnses that faIl to comply WIth the reportIng reqUIrements, and for
IndIVIduals that provIde false InfOrmatIOn to theIr employers

6 EXPANSION OF PROGRAM WITHIN PENSION FUND AND LINK TO OTHER
GOVERNMENT AGENCmS

In order to develop a comprehensIve database structure that IS compatIble WIth other agencIes the PenSIOn
Fund should

• develop addItIOnal modules In the PenSIOn Fund program that WIll lInk ralon, oblast, and natIOnal
offIces,

• reevaluate how data IS collected from enterpnses and reported to the PensIOn Fund In order to find
more effiCIent methods of collectmg and stonng mformatIOn on mdlvldual contnbutlons, one avenue
to explore would reqUIre enterpnses to send mformatIon to regIonal data collection centers, whIch
would share mformatIOn WIth rawn level PenSIOn Fund offices,

• collaborate WIth other government agenCIes (such as the Tax AdmmistratIOn) to Insure that the PenSIOn
Fund's reportIng program and database structure WIll be compatIble WIth programs deSIgned, or bemg
deSIgned, by other government agenCIes and

• lmk the PensIOn Fund reportmg program and database WIth programs and databases maIntamed by
other government agenCIes, mcludmg the Tax AdmInIstratIon, the State CommIttee on StatIstIcs, the
MInIStry of Fmance, and the Mmlstry of Labor and SOCIal PolIcy
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DESCRIPI'ION OF REpORTING SYSTEM

• All enterpnses and self-employed mdlVlduals m Ukrame prOVIde the PensIOn Fund WIth data on wages
paId and payroll contnbutlons for each employee

• Reports are collected by PenSIOn Fund offIces and stored m a centralIzed database

• Database IS updated automatIcally at regular mtervals

• Record-keepmg system IS used by all developed countnes

ADVANTAGES TO THE PENSION FuND OF UKRAINE

• PensIOn benefIts WIll be based on accurate records of pensIOn contnbutions

• CollectIon of pensIon contnbutIOns WIll mcrease as
~ reportmg program provIdes tImely data on enterpnse nonpayment,
~ enterpnses are forced out of the shadow economy, and
~ employees encourage theIr employers to make penSIOn contrIbutIons

• PrOjectIons of pensIOn revenues and expendItures are made more accurately

• Impacts of proposed changes m mmimum pensIOn benefits are computed qUIckly and accurately

• A foundatIon IS laId for the regulatIOn and recordmg of non-state pensIOn funds

ADVANTAGES TO THE GoVERNMENT OF UKRAINE

• Tax AdmInIstratIon can use data to IdentIfy enterpnses and mdividuals who underreport mcome

• Housmg SUbSIdy OffIces can use data to venfy mcome reported by housmg SUbSIdy applIcants

• The MInIstry of Labor and SOCIal PolIcy can use data m the effiCIent admmistratIOn of other SOCIal
sector programs

• Stram on state budget caused by noncontnbutmg enterpnses WIll be reduced

• Enterpnses WIll find It harder to operate m the gray economy

FuruRE PLAN OF ACTION

Stage 1 ExpanSIOn of Record-Keepmg Program at Enterpnse Level

• Legal act enablmg program to be Implemented at addItIOnal enterpnses and PensIOn Fund offices
• PublIc awareness and mstructIOns semmars held to asSISt busmesses m the use of the reportmg program
• ExpanSIOn and adoptIon of program natIOnWIde

Stage 2 Development and Mamtenance of Natzonwzde PensIOn Database

• Request to donor orgamzations to prOVIde form of fundmg for eqUIpment needed to create and mamtam
centralIzed database

• Development of software needed at oblast and natIOnal PensIOn Fund levels

• Development of software needed to mterface PenSIOn Fund software and database WIth other
government agenCIes


