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OuiHka 00’€KTIB HEPYXOMOCTI SIK NMPeIMeTIB IMoTeKu
B arpapHOMY CEKTOPi EKOHOMIKH

Cmamms npucesyenHa OOCNIONCEHHIO MemMOOUYHUX MA NPAKMUYHUX 3ACA0 OYIHKU 00 '€Kmie Hepyxomocmi —
YINICHUX MAUHOBUX KOMNJIEKCI8 NpU KpeOUumyeaHHi 6 a2papHoMy CeKmopi eKoHOMiKu Ykpainu. 30iticneno excnepmmuy
epowosy oyinky 6yodigenb, cnopyd ma azpaprux niONpUEMCME sIK YULICHUX MAUHOBUX KOMMNIEKCI8 3 Memoio ix
no0anbUO20 BUKOPUCANHA Y AKOCMI 3acmasu. Busaseneno, wo uuHHi HOPMAMUBHO-NPABOBI aKmMuU, NOIONHCEHHS AKUX €
0008 ’13K08UMU NPU 30IUCHEHHI eKCRePMHOI 2POU060i OYIHKU 3eMebHUX OLIAHOK, a came 3axon Ykpainu «IIpo oyinky
3emenvy, Hayionanoni cmanoapmu oyinku ma Memoouxa excnepmuoi 2poutosoi OYiHKU 3eMenbHUX OLIAHOK,
nompebyioms YOOCKOHANEHHS 8 YACMUHI U3HAYEHHS YIMKUX 8UMO2 00 NPOBEOCHHS OYIHKU 3 Memoio 3a0e3neyenHs il
00’ exmusHocmi. Ak ceiowame pe3ynibmamu 00CHIOHNCEHHs, eKCRepmHA 2POulo8a OYIHKA CHOPYO 30IUCHIOEMbCA 13
3ACOCYBAHHAM MUX JHce Memoois, Wo U 3eMelbHUX OLIAHOK (Memood Kanimanizayii 00Xo0y, 3iCmasieHHs YiH npooaxicy,
BUMPAMHUL MemOo0), aie 3 Ypaxy8aHHsm OOHi€l cymmeeoi ocobrueocmi. Ha 6iominy 6i0 3emenvHux OLAHOK cnopyou
Maoms SUHAYEHUU MEPMIH CB8020 eKOHOMIYHO20 HCUMMA, WO 8 0008 A3KOBOMY NOPAOKY CAi0 8paxosyeamu npu
3ACmMoCcy8anti Memooy Kanimanizayii 00xooy.

KuiiouoBi cioBa: excnepmna epowioga oyinka, memoo, 00’ €Kmu HepyxomMocmi, YinicHutl MauHo8uUll KOMNILEKC,
KpeOumyeanHs, azpapHuii CeKkmop eKOHOMIKU, inomexa.
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OuneHka 00beKTOB HEABUKMMOCTH KaK NMpPeaMeTOB
HIIOTEKH B arpapHOM CeKTOpe IKOHOMHUKH

Cmambusi nocesiuena ucciedo8anHuio MemoOudeckux u npaKmudeckux 0CHO8 OYeHKU 0ObeKmMOo8 HeOBUICUMOCTHU
— YEeNOCMHBIX UMYUECIEEHHbIX KOMNIEKCO8 NpU KPeOUMOBAHUU 6 a2PAPHOM CeKmope HSKOHOMUKU YKpauHoi.
Ocyujecmeneno 9KCHePmHYI0 OEHEeNCHYI0 OUEHKY 30aHUU, COOPYHCeHUL U A2papHbIX NPeOnpusmuii Kax YeioCmHbIX
UMYUIECIBEHHBIX KOMNJIEKCO8 C Yeblo Ux OalbHelule20 UCNoIb308aHUs 6 Kauecmee 3ano2d. Beiseneno, umo
Oeticmgyiowue HOPMAMUSHO-NPABOBbIE AKMbL, NOLOINCEHUSL KOMOPBIX AGIIOMCS 0083AMENbHbIMU NPU OCYUWECMBIEHUU
IKCNEPMHOU OCHENCHOU OYEHKU 3eMETbHBIX YHACHKO08, a umenno 3axon Ykpaunvl « 06 oyenke 3emenvy, Hayuonanvhole
cmanoapmoel  oyenku u  Memoouka 9KCNepMHOU — OEHENCHOU OYEHKU 3eMENbHbIX — Y4ACMKOos,  mpebyiom
COBEPUIEHCMBOBANUSL 8 YACMU ONpeOeNeHUsl YemKux mpeboanull K npo8eoeHuio OYeHKU ¢ yelblo obecnevenus ee
obvexmusnocmu. Kak ceudemenvscmsyiom pesynomamol Uccied08aHus, IKCNEPMUAsL OCHENCHASI OYEHKA COOPYICEHUT
OCYWeCmBIsemcs ¢ NPUMEHeHueM mex Jice Memooo08, 4mo U 3eMelbHblX YUACMKO8 (Memoo0 Kanumanu3ayuu 00xooaq,
CONOCMABIEHUSL YeH NPOOAdICU, 3aMPAMHBIIL MENO0), HO C YHemoM 0OHOU CyuecmeeHHol ocobennocmu. B omauuue om
3EMENbHBIX YUACMKOB COOPYIHCEHUS UMEION ONPeOeNeHHbIL CPOK C80€20 IKOHOMUYECKOU JHCUZHU, YMO 8 0053amenbHOM
nopsoke ciedyem YYumul8ams npu nPUMeHeHuU Memooa Kanumanuzayuu 00xood.

KnioueBble ciioBa: oxcnepmmuas OeHedCHAs. OYeHKA, Memoo, O00beKmbl HeOBUICUMOCU, YETOCHHbII
UMYUECTNBEH BT KOMNILEKC, KpeOUmogaHue, azpapHblii Cekmop, unomexa.
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Assessment of Real Estate Units as Mortgage Subjects
in Agricultural Sector of the Economy

The article investigates methodological and practical bases of assessment of real estate units — integral property
complexes in credit financing of agricultural sector of Ukraine's economy. Implemented expert assessment of buildings
and agricultural enterprises as integral property complexes with a view to their subsequent use as collateral. It was
revealed that the existing regulations, the provisions of which are indispensable for the implementation of the expert
monetary evaluation of land plots, namely the Law of Ukraine ‘About the evaluation of land’, National standards of
evaluation and Methodology of expert monetary evaluation of land, need to be improved in terms of determining the
precise requirements for assessment to ensure its objectivity. As evidenced by the results of research, expert monetary
assessment of structures is carried out using the same methods as for the land plots (income capitalization method,
comparing the sale prices, cost plus method), but with one essential feature. Unlike land plots the buildings have a
certain period of its economic life, what on a mandatory basis should be considered when applying the income

capitalization method.

Keywords: expert monetary evaluation method, real estate units, integral property complex, credit financing,

agricultural sector of the economy, mortgage.

Problem statement. Availability of free market
information on transactions on buildings and facilities has
governed a powerful incentive to the development of its
expert evaluation in Ukraine. The issues concerning the
quality of mortgages expert evaluation improvement,
including agriculture enterprises which act as
commitments ensuring are the subject of constant study
of the world Economics. However, one of the pressing
issues of our time which requires detailed investigation
and solving is a balanced evaluation of buildings and
agriculture enterprises holistic property complexes used
as mortgages.

Analysis of resent researches and publications.
Issues related to improving the quality assessment of real
estate, including agricultural enterprises as integral
property complexes that act as ensuring commitments are
subject to constant research of world economics. The
great contribution to the improving of expert money
assessment done such national and foreign scholars as:
R.Y. Gulkko, = M.P. Denysenko, = Yu.F. Dehtyarenko,
A.L. Drapikovskyy, I.B. Ivanova, S.I. Kruchok,
0.Ya. Mykula, A.S. Lyubun, M.G. Stupen, A.M. Tretiak,
A.N. Shpychak, M. Fedorov and others.

However today there are number of issues related to
the theoretical and practical aspects of expert money
assessment of the mortgage in order to attract credit
resources that are not solved.

The article is the substantiation of methodical
approaches and practical recommendations for
improvement expert money assessment of the mortgage
loans in the agricultural sector in Ukraine.

Research methodology to complete the task during its
conduct applied economic and statistical research
methods, including monographic, spreadsheet.

Research results. There are three approaches to
determining the value of buildings and facilities in the

generally accepted evaluation practice: income,
comparative and cost-based methods. State regulation of
buildings and facilities evaluation is regulated by the law
of Ukraine ‘On the evaluation of property, property rights
and professional evaluation activities in Ukraine’ dated
09.09.2004, ‘Methods of property valuation’ dated
10.12.2003 and the national standards Ne 1, 2, 3 [7-9] and
concerns mainly the evaluation which has an impact on
revenues.

Buildings are construction system related to the
ground created with construction materials, semi-
products, machinery and equipment owing to various
construction activities. Buildings are facilities which
consist of carcass protecting or connected (carcass and
protection) facilities that form the ground or underground
facilities meant for people dwelling or staying, as well as
equipment, animals, plants and objects placement.

In carrying out expert money evaluation of agrarian
enterprises as holistic property complexes the necessity of
evaluating individual buildings, both finished and
unfinished, owned by these companies often arises.
Facilities expert evaluation is carried out with income
capitalization, sale prices comparison and cost-based
methods but it considers an essential peculiarity. Unlike
land areas, facilities have a fixed period of economic life
(useful existence) that must be considered when applying
the income capitalization method, i.e. in contrast to the
land, which is evaluated with the income capitalization,
the method of cash flow discounting earned from the
facility use within its estimated economic life [3-5, 11].
Application of facilities expert money evaluation is
illustrated with the sample of evaluating the warehouse
buildings owned by ‘Agro’ Ltd. (company name
changed) [3-5, 11, 14]. The building characteristics are
presented in Table 1. This farm is located in the northern
agriculture soil area of the Right-Bank Forest Steppe.
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Table 1

Warehouse Building Characteristics

Index Index value
Internal parameters, m:
Length 68,3
width 12,0
walls height 4,3
area, m 819,6

Basic facility elements:

Basic building materials,

Foundation reinforced concrete blocks
Floor concrete
Walls acid brick
Roof zinc-coated iron sheet
Technical condition Good
Useful existence term, years 50
Year of Use 32
Primary value, thousand UAH 3381,6
Utilization value, thousand UAH 3382
Depreciation character uniform

Peculiarities

available approach line

Source: The author’s calculation according to the ‘Agro’ Ltd. data

Based on the Table 1 data, expert money evaluation
of the buildings was held with all the basic methods:
income capitalization, sales prices comparison and cost-

based method. Warehouse building evaluation with the
income capitalization (capitalization rent) method is
shown in Table 2.

Table 2

Warehouse Building Value

Index Code Index value
Probable rent, a year 01 319644
Lessor expenditures, thousand UAH a year 02 64650
Net rent, thousand UAH a year 03 (01-02) 254994
Building remaining life, yrs 04 18
Annuity current value coefficient (DR=15 %) 05 7,0471
Warehouse Building Value 06 (03x05) 1796968

Source: Author’s original work.

Having done the relevant calculations, the average
median value of the adjusted prices is calculated. The
lowest (building 5) and the highest (building 3) prices
shall not be considered. Average median price will be
adjusted as follows:

2072,92 +2013,65+2003,19

3

The construction value calculated with the method of
income capitalization (in this case — with the future cash
flows discounting) is determined with the usefulness of
this building, that is, the ability to return interest (in this
case — the rent). It is therefore logical that this is the basic
method in expert money evaluation of revenue facilities.
Other methods may be used in this case as additional
ones including a widely used method of selling prices
comparison. Actual selling prices of such storage

=2029,92 UAN/m>.

buildings and amendments to these prices are shown in
Table 3.

Thus, the estimated value of warehouse buildings is
determined on the basis of the selling prices comparison
equals: 2029.92 USD/m? x 819.6 m* = 1.663.722 UAH.

Thus, the cost of the warehouse building determined
with the method of the selling price comparison is 92.6 %
of the same building, evaluated with the income
capitalization method (see Table 2), or vice versa — the
value determined with this income capitalization method
is 108.0 % of the cost, calculated with the selling price
comparison method. In any case, the deviation does not
exceed 10 %, which proves the relative proximity of the
evaluation cost determined by the two methods. The
accuracy and reliability of the evaluation calculated with
the selling price comparison, is checked using statistical
and mathematical techniques, including the use of
fluctuation indicators.
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Table 3
Warehouses evaluating with the method of selling prices comparison
Index Evaluated Compared buildings
building Ne 1 Ne 2 Ne 3 Ne 4 Ne §
A b 1 2 3 4 5
Internal measure area, m? 819.6 725.0 900.6 917.6 1050.0 732.6
Sales price, thousand UAH X 508 930 1680 5630 950
1m? cost, UAH X 700.69 1032.64 1830.86 5361.90 1296.75
Building characteristics:
1. city distance,
km 22 18 59 21 5 18
correction, % X -5 +50 0 -15 -5
The same, UAH/m? -35.03 +516.32 0 -804.28 -64.84
Corrected price, m?
UAH/m? X 665.66 1548.96 1830.86 4557.62 1231.96
2. residual use time, yrs 18 7 17 23 49 18
correction, % +88 0 +17 -37 0
The same, UAH/m? +616.61 0 +311.25 -1983.90 0
Corrected price, m?
UAH/m? X 1282.27 1548.96 214.11 2573.72 1231.96
3. Walls material brick metal plate reinforced reinforced brick brick
concrete concrete
correction, % +100 0 0 0 0
The same, UAH/m? +700,96 0 0 0 0
Corrected price, m?
UAH/m? X 1983.23 1548.96 2142.11 2573.72 1231.96
4. Roofing material metal plate metal plate slate slate tile metal plate
correction, % X 0 -5 -5 -7 0
The same, UAH/m? X 0 -51.63 -91.54 375.33 0
Corrected price, m?
UAH/m? X 1983.23 1497.33 2198.39 1231.96
5. Operating conditions good satisfactory good good excellent good
correction, % X +10 0 0 -5 0
The same, UAH/m? X +70.07 0 0 -268.10 0
Corrected price, m?
UAH/m? X 2053.30 1497.33 2050.57 1960.29 1231.96
6. Railroad access availability available available available available available no
correction, % X 0 +50 0 0 +50
The same, UAH/m? X 0 +516.32 0 0 +648.38
Corrected price, m?
UAH/m? X 2053.30 2013.65 2050.57 1960.29 1880.29
7. Evaluation date
(sales) 25.01.12 11.10.11 24.01.12 10.08.11 22.12.11 26.10.12
correction, % X +28 0 +4.4 +0,8 +2.4
The same, UAH/m? X +19,62 0 +80,56 +42,90 +31.12
Corrected price, m?
UAH/m? 2029.92 2072.92 2013.65 2131.13 2003.19 1911.41
* The authors calculations according to the evaluated enterprises data.
Source: Author’s original work.
If the fluctuation for corrected prices for building is é (c - g)z
significant compared to the uncorrected ones, it implies d=,—/———> (1
n

the usefulness of such correction and, thus, the reliability
of the obtained evaluation. Standard deviation and
variation coefficient indicators for root-mean-square are
usually used for such comparisons.

The root-mean-square deviation is
according to the formula [1, 3]:

calculated

with d — root-mean-square unbalanced fluctuation;
C - variants of warehouses buildings prices;

C — average arithmetic unbalanced warehouses

buildings prices value;
n — price variants number.
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Variation index for root-mean-square fluctuation is
calculated as followed:

Vy=="100%; 2

ol

with V- variation index for root-mean-square

fluctuation.

Root-mean-square fluctuation is an absolute figure
and it has the same unit in the same measure units as the
studied parameter (warehouse buildings prices). Variation
coefficient is a relative index measured as a percentage.
Root-mean-square fluctuation and prices variation
coefficient for warehouse buildings take the following
values:

Uncorrected prices:

2044.57

d= ,/%9601 = 1699.39 UAH/M’; d = 169239 - 10004 = 83.1%;

Corrected prices:

d = 2790 164,49 UAH/m’; 7, = 222
5 2026.46

Thus, the warehouse buildings prices correction
caused a significant decrease in their fluctuation. Taken
into account the average median price for warehouse
buildings is the most probable, but still random figure.

Under normal probability distribution the warehouse
building price will range from, UAH / m* 1861.97 —
2190.95 with the probability of P = 0.68; 1697.48 —
2356.44 with the probability of P = 0.95; 1532.99 —
2520.83 with the probability of P = 0.99. The density of
the probability distribution indicates the reliability of the
evaluation. In addition to the methods mentioned above
(cash flows discounting and selling prices comparison)
the cost-based method is used for buildings evaluation as
well. The cost-based method is used in various types of
structures cost evaluating — the reproduction or
replacement, carrying and liquidation (utilization).

Determination of the house reconstruction value
implies calculating the cost of its construction and
equipment at current prices, including an investor interest
and considering depreciation. If the materials the building
or equipment are made of are not being produced at least
partially and therefore are not available at the market, the
replacement cost is used rather than the cost of

16449 . 100% =8.12%.

reproduction. That is, there should be evaluated the cost
of a building, similar in its utility to the evaluated one but
built of modern materials and equipped with modern
facilities, taking into account the investors interests and
wear out adjustments.

In case the accounting in the company owning the
assessed building is established well, the evaluator can
use the building account book value. Finally, in the event
of the estimated object liquidation or failure in its market
value evaluation, at least an approximate one, due to t its
uniqueness, its liquidation (utilization) value is
determined as the difference between the liquidation
proceeds ( future earnings include the materials, facilities
and scrap metal market value, which can still be used),
and the liquidation costs. In the case under consideration
the types of value like the cost-based method, the
reproduction cost or account book value should be
considered. There is no reason in identifying other values,
as all materials and equipment necessary for warehouse
buildings construction valued are available at the market,
and its utilization is not expected. The warehouse
building reproduction cost calculation is shown in
Table 4.

Table 4
‘Agro’ Ltd. warehouse building reproduction cost calculation
Index Primary cost Wear Residual value
Land plot, UAH:
Projecting and maintenance 3250 3250
Cost 1224 1224
Total 4474 4474
Building:
Construction 4769100 3223908 1545192
Equipment 4800 2280 2520
Total 4773900 3226188 1547712

Source: Author’s original work.

The balance sheet value of the warehouse building,
UAH, is: primary — 3.381.600 UAN, residual -
1.433.798 UAN.

Thus, four expert evaluation of warehouse buildings
are defined in this example: one was defined with cash
flows discount method; the second one — with the selling
price comparison; the third and fourth ones — with the

cost-based method (reproduction and balance methods
correspondingly).

The evaluation defined with the first two methods is
higher than with the cost one, indicating the presence of
goodwill due to the business use of the warehouse
building. However, the appraiser shall explain only one
evaluation of the warehouse building. For this purpose, it
is advisable to rely on S.I. Kruchok recommendations [4,
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p. 31-33], which propose to evaluate the object in two
ways: main and auxiliary. Income capitalization method
(cash flow discount is applied for buildings) is the main
one for all profitable buildings. Selling prices comparison
method is auxiliary in this case; if there are no reliable
data on such facilities transactions —the cost-based
method is the auxiliary.

The key measurement method in unprofitable
buildings appraisal is the selling prices comparison
method, and the auxiliary one is the cost-based method.
The cost-based method is the only method of ‘Agro’ Ltd.
unprofitable buildings evaluation in calculating the
warehouse building restructure cost under the absence of
reliable data on their transactions. In proximate
evaluation obtained by the two methods (deviation within
10 %), appraiser’s further action are as follows:

If the cash flow discount method is the main one in
facilities evaluation and the evaluation value obtained by
this method is lower than the evaluation calculated on the
basis of the complementary method and the main method
is taken into account in the evaluation. If the evaluation
received by the main method is higher than that of the
auxiliary one, the average of the two evaluations is
calculated.

If selling prices comparison method is the primary
one, the evaluation determined by this method is taken

into account; the auxiliary method just directs potential
buyers in choosing his best option - to buy a building or
to construct and thus save money and spend time on its
construction. Significant deviations in evaluations
obtained with the two methods (> 10 %) require
additional scrutiny evaluation results checking. The final
evaluation is carried out in the manner described above
[4, p. 31-33].

Thus, in this example, the main method of warehouse
building evaluation is cash flow discount method and the
auxiliary one 1is represented with selling prices
comparison method. The estimated cost of the building
will  be as  follows, UAH: (1796968  +
1663722) : 2=1730345. The cost-based method is
widely used in the real estate evaluation, i.e., unfinished
buildings, regardless of their complete readiness degree.
There is a set of methods applied in Ukraine, which can
facilitate buildings precise.

The existing methods of agriculture lands and
facilities expert money evaluation review has created
prerequisites for the study of existing approaches to
expert money evaluation as an holistic property
complexes for their further use as mortgage units. Thus,
to calculate the monetary evaluation of an ‘Agro’ Ltd.
building we give the general characteristics shown in
Table 5.

Table 5
‘Agro’ Ltd. building characteristics
Establishment Readiness, Considered in
Ne Index cost, UAH o, Future costs, UAH calculation, UAH
1 |Designing and land parceling out 10520 100,0 - 10520
2 engineering preparation and 3820 1000 ) 3820
improvement
3 |Ground plot cost 1719 6,3 4900604 329496
4 |Construction 5230100 x x 1719
5 |Financial maintenance 320600 X 314460 6140
6 |Management and marketing 22100 x 20000 2100
7 |Local taxes - X - -
Total 5588859 x 5235064 353795
8 |hardware X x X 6320
9 |Missing equipment x x x -
10 |Accounts receivable x x x 12300
11 |Accounts payable x X X 10600
Total x x X 361815

*The authors calculations according to the ‘Agro’ Ltd. Data
Source: Author’s original work.

S.I. Kruchok has developed methods of expert money
evaluation of agricultural enterprise as a holistic property
complex with the method of income capitalization [4,
p. 42-44]. The latest version of the methodology involves
a preliminary calculation of the rent earned by the
company ownership for agricultural land and the value of
the land lease right, which is defined as the difference

between the rent earned with the leased agricultural land,
and its actual rent pay. If a company is assessed with the
actual profit reported in the financial statements, land rent
and lease rights value are subtracted from the income
value. Further, the received profits amount should be
divided into two parts, one of which reflects the income
received from the objects without defined useful
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existence, the other one corresponds to the earnings
received from the objects with the estimated useful
existence (perennial plants, mills, processing shops,
stores etc.).

In order to eliminate the effects of climatic factors
change, it is advisable to consider the profit which could
be gained under the average environmental conditions
typical for the area rather than the actual profits. The
items that do not have a defined use term (tillage, open
soil horticulture, cattle breeding, pigs breeding etc.) are
estimated with direct capitalization income that they
bring (could bring). Facilities with estimated useful
existence are estimated by cash are received over the
remaining term of these objects existence flows
discounting (income and amortization) method,
considering the income gained from the facilities
liquidation (utilization).

The discount rate for capital DR is its average value
for the estimated enterprise. The value of agricultural
land and other land areas owned by an enterprise is added
to the calculated rate.

The total cost of lease rights is determined by
discounting its annual amounts over the remaining term
of the lease. It uses a discount rate for ground DRg
(calculated DRg =6.9 %). Total estimated cost of all the
income gaining facilities (profits, rents, cost of lease
rights) is a basic evaluation of the agricultural enterprise
as holistic property complex obtained with the income
capitalization method. Thus, the amount of the estimated
objects value is determined according to the formula 3:

Veg = Ve ¥V, Vg (€)

with Vg - the base value of the enterprise, UAH/unit;

Vg — the value of revenue objects with undetermined
and estimated useful existence, except for land,
UAH/unit;

V, - the value of land, owned by the enterprise
UAH/unit;

Vrr — total value of the land lease right , thousand
UAH.

The final enterprise evaluation provides applying
corrections for the basic evaluation that take into account
the enterprise provision with non-negotiable and current
assets and its debt.

Therefore, the enterprise value is calculated as follows
to the formula 4:

E, =V, +Cp,£Cpy,tC, xC,, 4)

with £ — enterprise value UAH/unit;

Cry4— correction for availability of fixed assets at their
depreciated cost, UAH/unit;

Cong — correction for availability of other non-
negotiable assets (non-negotiable biological assets are
assessed on their residual (just) value), UAH/unit;

Ccy — correction for availability of current assets
UAH/unit;

Cp — debt correction UAH/unit.

According to S.I. Kruchok’s method, corrections are
defined as follows [4, p. 43-44], to the formula 5:
C,, =RV, - 05IC,, 5)
with RVypy - fixed assets residual value at the
evaluation date, UAH/unit;
ICr, — average initial cost of fixed assets within the
evaluation period (year) UAH/unit, to the formula 6:

Cony =ONA- ONA , (6)
with ONA - correction for availability of other non-

negotiable assets (non-negotiable biological assets are
assessed on their residual (just) value), UAH/unit;

ONA - average initial cost of fixed assets within the
evaluation period (year) UAH/unit, to the formula 7:

Cos =Veu = Veu Y
with V., — current assets balance sheet value at the

evaluation date, UAH/unit;

V., — average balance sheet cost of current assets

within the evaluation period (year) UAH/unit;

Correction for the enterprise debts is calculated in two
methods [3]. One of them is based on determining the
upper limit of the company debt and its further comparing
with the company actual obligations, to the formula 8:

Cy =B-2X(0,-0.). ®)

with Crp - correction for total debt (long-term and
current) at the evaluation date, UAH/unit;

B — balance at the evaluation date, UAH/unit;

O;— long-term obligations at the evaluation date,
UAH/unit;

Oc current obligations at the evaluation date,
UAH/unit;

Another method involves the calculation of
corrections for debt as the sum of two corrections - the
long-term debt and current debt ones.

The first correction Cp is defined as follows, to the
formula 9:

CL=9O

70' (I, +DC)- 0, ©)]

with D — evaluation period duration, days (year —
360);

I~ undivided income within the evaluation period
(year) UAH/unit;

DC- depreciation charge within the evaluation period
(year) UAH/unit;

The second correction is calculated according to the
formula 10:

C.=V.,-2X O, (10)
Among the corrections calculated with the two
methods, the less significant should be taken into account
as it meets all the requirements set to the maximum
allowable debt of the company. Calculation of enterprises
value according to the income capitalization method is
shown in Table 6.
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Table 6

Enterprise value calculation according to the enterprise income capitalization method, thousand UAH

Basic value
Enterprise code revenue objects land value total value o.f the land lease Total
right
value VR VL \Y
RR
A 1 2 3 4
1 10485 0 0 10485
2 6289 0 1592 7881
3 4707 0 635 5342
4 6188 0 828 7016
5 15410 0 2157 17567

Source: Author’s original work.

Consideration of the above described methods shows
that Ukraine mostly has a tool of farms expert money
evaluation. Approaches to assessing farms as holistic
property complexes make particular scientific and

practical tool [4, p.160-180]. According to the
calculations presented in Table 6 we have made
corrections for enterprise value according to income
capitalization method. The results are shown in Table 7.

Table 7
Corrections for enterprise value according to income capitalization method, thousand UAH
Corrections
Enterprise | for availability o gﬁélras(l)l;t-y o for availability of current assets| debt, total total Toul
code of fixed assets negotiable assets
CFA CONA CCA CD

A 5 6 7 8 9 10
1 -1033 -309 -312 -806 -2460 8025
2 271 -51 +106 -644 -860 7021
3 -127 21 +512 +2140 +2504 7846
4 -603 +98 -97 -2065 -2667 4349
5 +767 +192 +1416 +8721 +11093 28660

Source: Author’s original work.

Having analyzed the methodological approaches to
buildings, facilities and farms as evaluation holistic
property complexes for their further use as mortgages, we
have to note that the agricultural sector of our country
requires constant changes and methods improvement,
accompanied by a systematic analysis of the existing
rules as well as timely changes aimed at market operation
regulating, and the consequent providing agricultural
sector with credit resources.

Conclusions. Practice shows on the existing problems
of mortgages price uncertainty by overstating its current
value over the amount of credit emitted which may seem
natural at first glance, but in practice it turns out to be
poorly implemented, since in this case, the demand for
loans decrease which is equivalent to ‘narrowing’ credit
market and disrupts a bank financial position. It is
impossible to determine the real cost of production and
price as well as efficient use of land resources without
agricultural enterprises evaluation as holistic property
complexes for their further use as a mortgage.

Thus, consideration of the available agricultural land
and buildings expert monetary evaluation methods after
the example of ‘Agro’ Ltd. located in the northern
agrarian soil area of the Right-Bank Forest-Steppe
created the necessary conditions for the study of existing
approaches to agricultural enterprises expert money
evaluation for their further use as mortgaged. Evaluation
of buildings and agricultural enterprises should be carried
out by income capitalization, selling prices comparing
and cost-based methods. But these approaches are quite
controversial when assessing is carried out under modern
farming conditions. Having considered S.I. Kruchok and
other researchers’ [3-5] recommendations we suggest that
it is necessary to evaluate the object in two methods:
basic and auxiliary ones. Income capitalization method
(for buildings - cash flow discounting) is the basic for all
income-gaining buildings. Selling prices comparison
method is an auxiliary in this case; if there are no reliable
data on transactions on such structures, the cost-based
method serves as auxiliary one, but we propose to
evaluate the storage facilities with three evaluation
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methods: one basic and two auxiliary ones, namely with
the income capitalization method (cash flow), the second
method - selling prices comparing; and finally — with the
cost-based  method  (reproduction and  balance
correspondingly). Since the expert evaluation will be
made more accurately and transparently including the
three methods of storage buildings evaluation, some
buildings can gain income while others are not profitable,
it is important to apply the right methodological
approaches for determining expert money evaluation for
both buildings and agriculture enterprises.

Calculation with the income capitalization method (in
this case — cash flow method) is 2029.92 UAH/m’ which
reveals the usefulness of the building, which means that
the building is able to bring in returns and it can be used
in the lending process. It is only logical that this
methodological approach is used as the basic one in
expert money evaluation. It should be noted that the cost
of warehouse building determined by the selling price
comparing method is 92.6 % of the building cost
estimated by income capitalization method. That is,
deviation is no more than 10 %, indicating the relative
proximity of the two assessments conducted by the two
methods. Cost-based method is used to evaluate various
types of buildings costs - the reproduction or
replacement, carrying and liquidation (utilization). And
this method is used as an auxiliary, since the cost of the
building is lower in price, but mandatory during this
evaluation as determining the cost of facilities
reproduction is calculating the cost of its construction and
equipping at current prices and includes investor interest
which is important in this operation considering
depreciation. The calculations we made on expert money
evaluation on ‘Agro’ Ltd. indicate mandatory use of the
three methods for evaluation: first - the discounted cash
flow method (basic method); second - the method of
selling prices comparing; third — cost-based method
(reproduction and balance correspondingly). The need for
cost-based method arises there, as this method of
evaluation for unfinished constructions is determined
irrespective of their readiness degree.

Therefore, there is a certain set of methods that
currently exist in Ukraine and their applying would
contribute to high-precision expert money evaluation of
buildings and agriculture enterprises. This is the impetus
to create the necessary preconditions for studying the
existing approaches to enterprises expert money
evaluation as holistic property complexes for their further
use as mortgaged.
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