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Development of expert monetary evaluation as an integral property complex, taking into account international experience
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Annotation. The article deals with the development of expert monetary value. Characterized methodological approaches to the definition of the monetary expert evaluation as an integral property complex, taking into account international experience. Presented economically justified Copyright suggestions for improvement or evaluation created by young firms.
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Statement of the problem. With the development of market economy rating companies as integral property complexes in Ukraine becomes increasingly important. Law of Ukraine stipulates that the integral property complex - an object , a set of assets which provides a single implementation of economic activity on an ongoing and regular basis. Integral property complex may be structural divisions (shops, production areas, etc.) that stand out in the prescribed manner and in separate facilities may be incorporated as a separate company [8].
Analysis of recent research and publications. A contribution to the development of techniques such assessment on farms did S. I. Kruchok [6], N. S. Kruchok [7]. However, many issues related to the assessment of agricultural enterprises as integral property complexes remain unresolved. Given this considerable interest is international experience, which has accumulated over the centuries. Among foreign scholars who owns a significant contribution to the theory and practice of evaluation of enterprises (companies), it should be noted such as: Desmond G., T. Copeland, S. Kersha, J. Stoner, G. Paul [1, 2 , 3, 4, 5 ].
The purpose of the study. The aim of the paper is to study the use of methodological approaches to the definition of expert monetary evaluation as an integral property complex, taking into account international experience.
The main material. In developed countries, there are several approaches to the evaluation of the enterprise (company) [7]: 
1. Approach in terms of cost of capital. The base model of this approach is as:
Value firm = 
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FCFF - free cash flow of the company (cash flow towards the payment of dividends and claims of holders of bonds characterize the financial potential of the company), uah.od. / year;
WACC - weighted average cost of capital rate for the year;

gn  - growth rate FCFF rate for the year.

So if free cash flow of the company amounted to $ 100 million. United States in the year preceding the year of assessment, and the average cost of raising capital in the same year amounted to 8% growth in hopes of free cash flow by 3% per year, while the value of the company is as follows:
Value firm =
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That is, the model (1) the value of the firm is defined as the discount FCFF, while the discount rate is directly proportional to the weighted average cost of capital, and inversely proportional to the rate of growth expectations FCFF. Note that to use this model to comply with conditions: FCFF growth rate should be lower than the weighted average cost of capital WACC; assumed that the growth of the company is stable (gn - constanta). In view of the above, the general version of the model FCFF would be:
Value firm = 
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Practical application of the general version of the model FCFF is formed due to the fact that the discounted free cash flows to infinity is impossible, so you have to find the limit year t, prodyskontovani free cash flow 
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 so small that they can be neglected. Application FCFF model is due to three problems.
The first one is whether it should be taken in the calculation of FCFF in full or restricted only to the part of them that goes (or will be sent ) to pay dividends ? The second problem is whether the increase in retained earnings by reducing dividends and hence FCFF actually leads to a decrease in the value of the firm. The third problem is the reliability of forecasting FCFF and WACC for the future. Before the appraiser during the measurement firm resolve these issues and properly justifies their solution , he has to figure out a way in which it has calculated the average cost of raising capital. At first glance, this question is resolved (and most researchers and evaluators think so), namely weight in calculating the weighted average cost of capital determined based on the market value of sources of capital. But the problem is that the current cost sources of capital may not coincide with their value in the future. So rather than market value can be used so-called settlement costs, taking into account possible future changes. Calculated in this method results are compared so that you can make an informed appraiser's conclusions. Another common approach to the assessment of the firm is an approach based on adjusted present value.

2. Approach adjusted present value (APV) is used to assess companies that have no debt. In the case of debt researched their net effect on firm value by comparing proceeds of borrowings and the cost of the latter. So, the first step according to this approach is to assess the firm's debt-free by the following model (3):



Value firm without debt =
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CPF - anticipated operating cash flows of the firm, hr.od. / year; 
μ - acquisition cost of equity without debt ratio for the year;
 g - the expected growth rate in operating cash flow, the rate for the year. 

If the expected cash flows of the company amount to 120 mill. dol. acquisition cost of equity equal to 7% with growth expectations of operating cash flow by 3% each year, the value of the firm is calculated as follows:
                   Value firm without debt = 
[image: image6.wmf]3000

03

,

0

07

,

0

120

=

-

millUSD

 mill.usd.
3. Evaluation unprofitable and low-profit firms. Profitable firms (the firms with negative earnings) and a company with little revenue estimate is much more difficult than the profitable. Firms that lose money, create some problems for evaluators:


1. The evaluation can not be estimated or use the growth rate of earnings. The first and most obvious problem is that the appraiser can estimate the expected growth rate of income and apply these estimates to current earnings to estimate future profits. When a firm is unprofitable , using the growth rate (in this case, loss) make it even with debts. Therefore, assessment of growth rates of return turns into a controversial procedure, regardless of whether the evaluator uses historical growth , analytical prediction or some other approaches to evaluation.

2. Forecast taxes more complicated. The standard approach to the assessment of taxes is to use the marginal tax rate on operating income to figure the amount of after-tax income : Operating income after taxes = operating income before taxes (1- tax rate ). In the course of these calculations, it is assumed that income causes tax liability in the current period . Companies that are losing money, can shift these costs over time by reducing the corresponding amount of future profits. Thus, the loss-making firms should follow the net operating losses of these companies and use relevant information in order to protect future profits from taxes.

3. Assumption that the company will operate in the future, it may be wrong. The last problem is related to the evaluation of the company, which eventually may fail.

These problems arise, though not as prevalent in evaluating low-profit firms. If these firms evaluated by the same methods that apply to profit-making firms, the results can be very small. Foreign experts called several reasons for losses or low profitability firms. Some of these causes are temporary, while others are long term, but there are reasons related to the stay of firms in a particular phase of its life cycle. To temporary causes include strikes, refusal of orders, lawsuits with other firms. While these reasons lead to a decrease in profits, they are disposable and do not affect future earnings. Reasons sectoral ( industry ) character associated with the fall in prices in certain periods. Thus, grain producers have relatively high profitability in the years when the demand for corn significantly exceeds its supply. On the contrary, in case of excess of supply over demand of grain production becomes low- and in many enterprises , unprofitable. Often the reason for drop in profits is a significant increase in input prices ( fuel and lubricants , fertilizers , etc.). Arising from " cyclical " companies associated with the fall in demand for the offer firms during adverse economic phases. For example , the recession and the consequent increase in unemployment and a fall in real wages of workers may lead to a reduction in demand for certain products (expensive meat and fish products , etc.). The situation is corrected if the economy enters a phase of recovery. All these mentioned reasons are temporary. But apart from these, as already noted , there are reasons for long-term nature. Choosing a method for evaluating loss-making firms depends primarily on the causes losses. If the damage is due to temporary factors, it is hoped that the profit will be in the near future, the company is evaluated based on profit expectations in the ways described above (models 1 and 3). If the reasons for losses caused by the specifics of the company (belonging to a particular sector of the economy), they can also be temporary (changing market conditions, etc.). If the evaluation of "cyclical" firms problem lies in the need. For companies with long causes loss may be an acceptable rating for its utilization value.

4. Evaluation young or created companies. Specific rating is young or created companies. Among appraisers economically developed countries there are two views on the possibilities of such an assessment . The first view is the inability to evaluate these companies, because they have no history , and some of them are still not producing the goods or services for sale. Supporters different perspective believe that such companies may estimate based on the present value of cash flow expectations of its activities (but on general principles), but the prediction of future cash flows is based on several other sources of information compared with firms that operate for a long period. In assessing the functioning of the company appraiser receives information from three sources - the current financial statements; the company's history , presented in the form of income of the company and the market prices of resources and products; available information about competitors of the company, allowing us to compare it with similar and evaluate key risk factors. With regard to start-ups, especially in new sectors of the economy, not enough information. As mentioned above on this basis of the appraisers said about the inability to assess these companies, other evaluators believe that the reason is not so much a "youth" firms, and unacceptability for their evaluation models, so they have developed special techniques which take into account the limited information available. Since start-up firms at an early stage of its life cycle, it is necessary to investigate it. The phases of the life cycle of firms (figure 1) differ in essential features. Since the initial phase is characterized by a lack of operating history is not similar firms as a source of value is the only future growth. For rapid expansion phase characteristic: growth, revenue (income but with little or no) , limited operating history and the presence of such firms and the source value is basically future growth.

	The initial phase of the project or company
	Rapid expansion
	The rapid growth
	Mature growth
	Decline  


Figure 1 The phases of the life cycle of firms (own development)

Stage of rapid growth associated with a significant increase in operating income and help out . The company already has a certain operating history; there are a number of these firms (except for the firm that is rapidly growing, if its unique specialization ). The sources of value are the assets of the firm, but is dominated by investment. In the mature stage of growth the company has the following characteristics: earnings growth slows, but operating income is still rising ; operating history is sufficient for use in the assessment of a company; there are a number of such companies that are at different stages of the life cycle; source value is mainly assets of the company. A recession inherent reduction in revenues and operating income, the operating history of the company, a significant number of such companies is reduced, and the source of value is the only existing assets. It should be noted that the evaluation of companies in various stages of its life cycle is based on the same principles. Considerable difficulties arise in the early stages of company development , lack of information can lead to serious errors.

5. Evaluation private firms. All of the above applies to public companies, those whose shares are freely traded on the stock markets. But there are many companies that belong to the private sector. The size private firms are very different from small family businesses to large companies that successfully compete with public companies. Measurement principles of private firms are the same as the public, but in assessing emerging issues unique to private firms. In addition to common features inherent in both public and private firms , there are four grounds on which these firms are significantly different : public company governed by the general standards of accounting that not only allows the identification of each item of the financial statements, but also compare the different income public companies; private firms , especially if they are joint stock companies may use accounting standards that differ from the general, which in turn lead to significant differences in accounting for certain items. The vast majority of foreign evaluators believe that the cost of a private firm is the present value of cash flow expectations difference between public and private firms is how inputs are rated for discounted cash flows. Private Equity firm is estimated at a rate that it can bring if its location in the financial market. The cost of raising capital - is the rate at which the private firm can borrow. The growth rate of private firms are evaluated by studying the past ( historical rate) or by predicting the values of variables that will determine the future free cash flows of the company. The above-mentioned factors are also called basic variables.

6. Peculiarities assessment of agricultural enterprises. The above applies fully farms because among them are profitable, unprofitable and low-profit; Some of these companies have a long history , others are younger or created; Finally farms are public or private. However, the formation of primarily agrarian , agricultural, are very significant features of evaluation. The first should include the following:

1. Influence of variable climatic factors on the performance of farms (agricultural and industrial).

 
2. Farms use land as the main means of production .A very important factor that affects the assessment of agricultural enterprises is their use of agricultural land as the main means of production. This fact requires the division of revenue primarily on income and land rent. It should be borne in mind that the ground rent is not always correspond to actual rent. Thus, in the present conditions , studies show correlation between rents and rent averages about 1:0.5, rents about twice lower than the land rent. 

Conclusions and recommendations for further research.

Thus, the use of modern methods of scientific investigation reveals the nature of expert monetary valuation of real estate, as well as showing features of evaluation of agricultural enterprises. On the basis of summarizing the theoretical and practical developments of domestic and foreign experts identified key approaches to assessing companies depending on the purpose of assessment and evaluation sites. Features assess farms as integral property complexes, among which defined the following: the impact of variable climatic factors on the performance of agricultural enterprises and farms use land as a major means of production found that in the process of assessing farms to attract significant credit attention should be paid to expert money estimation of agricultural land and the right to lease such lands.
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