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Endogenous factors of the company's value

The cost management concept based on value maximization principle is among
the most effective concepts since it implies thatvirtually all information related to
business operations has to be considered when changing the value of the company.
Accordingly, when taking a decision, the company’s management should correlate
the value with the impact of its change on the company's activities. In consideration
of several alternative solutions, the choice is made in favour of the one which gives a
greater increase in the company’s value with all else being equal [69, p. 42].

Value is a complex indicator characterizing both the internal state of the
company and the influence of external factors on it. Therefore, definition of the
market value of a company is a very complex process since it is formed under the
influence of numerous factors (both financial and non-financial) and is very sensitive
to their change. Internal (endogenous) and external (exogenous) factors of the
company’s value can be identified.

External factors include those occurring independently of the company’s
management: demand, business restrictions (for example, state-imposed price
restrictions), the supply-demand ratio, as well as the level of financial, production,

marketing and other risks as well as political factors, competition, etc.
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We will consider the endogenous factors influencing companies directly in
further detail on the example of the leading company in the industrial production of
chicken in Ukraine — PJSC Myronivsky Hliboproduct (PJSC MHP).

Quality, factors of production and technology. PJSC MHP applies the latest
technologies in various areas of production. The structural units of the company are
among the most advanced and technically equipped ones in Ukraine and in the world.
Proper attention is also paid to the quality of the company’s staff. For instance, since
2013, differentiation of employees aimed at evaluating the efficiency and competence
of each employee for each year has been practiced.

Value of the company’s liabilities. The bonds maturing in 2020issued at a rate of
8.25 % and listed on the London Stock Exchange make up the largest share (52 %) of
the borrowed paid resources.

Nearly 20 % of liabilities are long-term bank loans, and 18 % are short-term
bank loans. PJSC MHP gets loans from various banks in the form of term loans,
credit lines and overdraft. Long-term loans are attracted from foreign banks; the
weighted average interest rate amounts to 7.87 % in US dollars and 1.49 % in euros.
Ukrainian banks provide short-term loans to the company at the average weighted
rate of 7.03 % in US dollars, while foreign banks offer 6.43 % rate forUSD loans.

Investments in fixed and current assets. The total assets decreased by almost
10 % in 2015, namely, non-current assets dropped by 14 %, while current assets
increased within the rate of 1 %. The volume of fixed assets, the share of which
reaches 93 % of all non-current assets, decreased by 16 %. However, intangible
assets represented by the right to lease land increased by 1.7 times.

Regarding current assets, it should be noted that PJSC MHP invests in stocks —
they increased by 37 % in 2015, while trade receivables and cash decreased by 35 %
and 40 % respectively. This dynamics is positive due to the increased production as
the company is planning to increase its exports in the next period; a decrease in
receivables indicates favourable payment discipline of the company’s debtors, while
a decrease in the cash balance shows that the funds are attracted in operating

activities.
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Production volumes and the price policy of the company. Owing to the growth
of production at the Vinnytsia poultry farm, the volume of chicken production
increased by 4 % in 2015. Sales of PJSC MHP to third parties remained practically at
the level of 2014. The volume of domestic sales increased by nearly 5 %. According
to the company, the domestic demand for poultry was strengthened due to a
significant devaluation of the national currency as well as transition of consumers
from more expensive types of meat to more affordable ones.

As for export sales, their volume reduced by 6 % in 2015 mainly due to a
decrease in exports to the CIS market (Uzbekistan, Georgia, Kyrgyzstan) as a result
of devaluation of their national currencies, as well as a temporary suspension of
supplies to Kazakhstan (for several months) during the year. At the same time,
exports to the European Union (EU) countries grew substantially, namely by 65 %,
compared to the same period in 2014. The products are delivered to 17 European
countries. However, exports to the EU market are regulated by quotas and customs
duties. All companies certified by the EU authorities can supply a limited quantity of
products within the quota.

Average prices grew by 39 % in 2015 due to a significant share of exports and
depreciation of local currency during the reporting period.

Image, business activity and management. PJISC MHP is the leader in industrial
chicken production in Ukraine with the largest market share and a high recognition of
its products. Vertical integration reduces the company’s dependence on suppliers and
raw material prices, and allows implementing a strict biosecurity policy, controlling
the quality of raw materials and the end-to-end quality, as well as the safety of
products before their delivery to points of sale.

To summarize, continuous improvement of technologies, vertical integration of
business processes, management of all stages of production and marketing, as well as
cost control and keeping cost of products at a low level indicate satisfaction of the
existing demand for products from the standpoint of both quality and prices. All this
points to an increase in sales figures and cash flows that are in the focus of valuation

and cost management of the business.
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CyuacHuil CcTaH HallOHAJbHOI E€KOHOMIKM XapaKTepU3YEThCA 3HAYHOIO
TypOYJIEHTHICTIO, 30KpEMa: CKOPOUYIOThCSI PUHKY 30yTy, OOMEXKYETbCSI AOCTYI JI0
TPaIUILIMHUX €KCIIOPTHUX PUHKIB, POCTE CIOXKUBYA 1HQIIALIS, JeBaIbBalllsl Bele SIK
10 3I0pPOXKYEHHSI COOIBAPTOCTI, TaK 1 OOMEKEHHS CIIOKMBYOTO IMOMUTY, 3aTy4YECHHS
MIO3UKOBOT0 (pIHAHCYBaHHS 3aJIMILAETHCI OOMEXEHUM, Tollo. bepyun 1o yBaru mi
BUKJIMKH, Tepe] MIANPUEMCTBAMHU TOCTA€ 3a/ladya 3/IMCHEHHS aHali3y OCHOBHHX
JpaiiBepiB CTBOPEHHS BAPTOCTI JJIsi CTEUKXOJAEPIB 1 BUABJICHHS TTIMOUHHUX MPUYUH
HE3aJ0BIILHOTO PIBHSI MPUOYTKOBOCTI Ta €(EeKTUBHOCTI TOCMOAAPCHKOI MisIBHOCTI
MIJIIPUEMCTBA 3 METOIO BUIPAIFOBAHHS J1€BUX (DIHAHCOBUX YIPABIIHCHKUX PIIIEHb.

Taki 3a7a4l MOXXyTh OyTH BUPIIIEH] 32 JOMIOMOTOI0 KOHTPOJIIHTY, II0 BUCTYIA€E
B SKOCTI aHaJITUYHO-YMPABIIHCHKOI HAA0yIOBH, WO IHTErpye pi3Hl cdepu
roCHOJIapChKO1 MISNIBHOCTI MiAnpueMcTBa ((iHAHCH, MapPKETHHT, BUPOOHUIITBO,
JIOTICTHKA, TOIO), CTABJISTYM 32 METY KOOPAMHAIIIO POOOTH Pi3HUX (DYHKI[IOHATBHUX
MIJIPO3/LIIB JIJIsl BUPIIICHHS! ONIEPaTUBHUX 1 CTpaTeriyHux 3aaad [1, 2].

OnHuM 3 IHCTPYMEHTIB, 110 aHAII3y€ TOCIOAAPCHKY MISUIBHICTh MIAMPUEMCTBA 1
BUJILJISIE JIpaliBEpH CTBOPEHHS J0JaHOi BapTocTi € QakrtopHuil anam3z DuPont
(DuPont Factor Analysis). Jlanuii 1HCTpyMEHT J03BOJIS€ BHU3HAYUTU PIBEHb
e(heKTUBHOCTI Ta MPUOYTKOBOCTI TOCMOIAPCHKOT MisUIBHOCTI MIAMPUEMCTB, a TaKOXK

MpoaHalIi3yBaTH CTPYKTYpY KamiTany MOIANPUEMCTBA. Pe3ynbTylounM MOKA3HUKOM





