IHOPACTPYKTYPA PUHKY

EFFICIENCY OF SALE OF WINTER WHEAT GRAIN UNDER FORWARD
CONTRACTS DEPENDING ON THE CONDITIONS OF THE MARKETING YEAR

E®EKTUBHICTb NMPOAAXY 3EPHA O3MMOI MNIWWEHNL] 3A ®OPBAPAHNMA
KOHTPAKTAMU 3ANTEXXHO BIA4 YMOB MAPKETUHIOBOI'O POKY

UDC 338.31:339.338.4:633.11
https://doi.org/10.32843/infrastruct45-17

Kirpa Mykola

Doctor of Agricultural Sciences, Professor,
Deputy Director for Research

SE The Institute of Grain Crops

of National Academy

of Agrarian Sciences of Ukraine
Kompaniets Viktoriya

Candidate of Economic Sciences,
Senior Research Fellow,

Head of the Laboratory of Economics
SE The Institute of Grain Crops

of National Academy

of Agrarian Sciences of Ukraine
Kulik Alla

Chief Specialist of the Laboratory

of Economics

SE The Institute of Grain Crops

of National Academy

of Agrarian Sciences of Ukraine

The article is devoted to the study of effective-
ness of the sale of winter wheat grain under
forward contracts in the conditions of 2020. The
main legal and economic aspects of the imple-
mentation of state forward purchases of grain
through PJSC “Agrarian Fund” and JSC “State
Food and Grain Corporation of Ukraine” are con-
sidered. The flaws in the mechanism of forward
purchases of grain, which reduce the interest of
producers in this channel for the sale of grain
products, as well as its importance as a means
of state support, are revealed. Expenses of the
production and sale of winter wheat grain under
forward contracts in 2020 using the example of
enterprises in the Dnipropetrovsk region are pre-
dicted. The costs associated with the conclusion
of forward contracts, profit from the sale of winter
wheat grain, as well as the level of profitability
at the current price situation, which has devel-
oped during the period of mass harvesting, are
calculated.
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Cmambsi nocssiweHa uccsiedosaHuto aghghek-
muBHocMU peanusayuu 3epHa o3umoli nwe-

HUYbI 10 ¢hopsapOHbIM KOHMpaxkmam 8 yc/io-
Busix 2020 eoda. PaccmompeHbl OCHOBHbIE
npasosble U 3KOHOMUYeCKUE acrekmb! OcCy-
wecms/ieHus1 20Cy0apCmBeHHbIX (hopBapOHbIX
3aKyrnok 3epHa yepe3 [MAO «AzpapHbili ¢hoHO»
u AO «l'ocydapcmseHHasi po00BO/ILCMBEHHO-
3epHoBas Kopriopayusi YkpauHbl». BbisisrieHsl
Hedocmamku B8 MexaHusme  (hopBapOHbIX
3aKyrnoK 3epHa, KOmopble CHUXarom uHmepec
rpoussooumeneli K 0aHHOMy KaHasly cbbima
3epHOBoU NPOJYKYUU, & Makxe e20 3HauyeHue
Kak cpedcmsa 20Ccy0apCmBeHHOU MoOOEDXKU.
Cripo2Ho3upoBaHbl  3ampambl Ha  [pou3soo-
CMBOo U pea/iusayuro 3epHa o3umMoll NuweHuyb!
1o ¢hopsapdHbIM KoHMpakmam 8 2020 pody Ha
npumepe npednpusmuli - [JHenponemposckoli
obnacmu. PaccdumaHs 3ampambl, C8a3aHHbIe
C 3aK/mo4eHUeM hopsapOoHbIX 002080p08, Npu-
6b1/1b OM peanusayuu 3epHa o3umMoll MUeHUYbI,
a makxe yposeHb peHmabesisHocmu 8 yCrio-
BUsIX mekywell yeHosoli cumyayuu, komopasi
C/1I0XKU/Iach 8 epuood Maccosol y6opKU ypoxasi.
KnioueBble cnoBa: osumas nweHuya, ¢hop-
BapOHble KOHMpakmbI, 3ampamsl, cebecmou-
MOCMb, PEHMAabe/IbHOCMb.

P038UMOK 3epHOBOI 2a/1y3i MaE BaXK/1UBE 3HAYEHHST 0151 BUPILUEHHS POB/IeMU MPOO0BO/TLHOI 6e3reKu, 36i/TbUeHHS BaIOMHUX HAOXO0XEHb, MOBUUEHHST
KOHKYPEHMOCTPOMOXHOCMI BIMYU3HSIHOI MPOOYKYIi | 8 YiioMy — 07151 BIOPOOXKEHHS HAaUiOHa/IbHOI EKOHOMIKU Hawlol KpaiHu. B cydacHuUXx ymosax niosu-
WyembCsi 3HaYeHHs1 MPOMEKYIUHUX 3ax00iB, SKi BXUBaIOMbLCS 0EPXXaBOI0 MO BIOHOWEHHI0 00 a2papHO20 MOBapPOBUPOBHUKE, & MaKoX 3aCmOoCyBaHHs
ehekmuBHO20 MexaHiaMy 0epasHO20 peay/ItoBaHHS 3EPHOBO20 PUHKY, OOHUM 3 BaXKesliB sIK020 € ¢hopsapdHi 3akynisni 3epHa. [id yac nposedeHHs!
docridweHHs 6y/iu BUBHEHI NMPasosi ma eKOHOMIYHI acriekmu ¢hopsapdHuX rpozpam, siki nporioHysasucs MNAT «AzpapHuli ¢hoHO» | AT «/lepxasHa rpo-
00B0/1b40-3epHOBa Kopriopayisi YkpaiHu» 8 2020 poui. Ha ocHoBI pesysibmamis ekcriepuMeHmasibHUX 00C/IOXeHb [epxasHol ycmaHosu IHemumym
3epHOBUX Ky/ibmyp HauyioHasibHOI akademii agpapHUX HayK YkpaiHu ma po3po6/ieHux mexHO/I02iYHUX CXeM BUPOWYBaHHSI 3ePHOBUX | 3epHO60608UX
Ky/Ibmyp po3paxosaHi HopMamusu sUMpam Ha 8UPOBHULMBO 3epHa 03UMOI MUEHUU 3a/1eXHO BIO PIBHST PECYPCHO20 3abe3reyeHHsl mexHosoail. Ha nio-
cmasi BUB4eHHS1 BIONOBIOHOT iHghopmayitiHoi 6a3u o0brpyHmosaHul piseHb BUMPam, MoB’A3aHUX 3 yK1a0eHHsIM (hopsapoHUX 002080pIB, SIKi CMOCYHOMbLCST
1i020MOoBKU 3Ha4HO20 raxkemy 0OKyMeHMIB, yKia0eHHs1 d02080pi8 cmpaxysaHHs1, 002080pi8 3acmasu Yu 0ghopPM/IeHHSIM MOBapHUX (¢hiHaHCOBUX) azpap-
HUX PO3MUCOK, Or/iamu HomapiasibHUX Moc/lye, criamu 8i0COMKI8 3a KOpUCMyBaHHs Kowmamu norepeoHsOi oriamu mowjo. Po3paxosaHo Mpo2HO3HI
BuUmMpamu, nos’s3aHi 3 peasizayieto rMpooykyil, 30kpema, i mpaHcriopmysaHHsiM 00 Micysi 36epieaHHsl. Ha nidcmasi po3paxyHkis 3a2asibHoIi CyMu sumpam
BU3Ha4YeHO cobisapmicmb MPodykyji, Wo peastisyemsCsi 8 paxyHOK BUKOHaHHST hopsapOHO20 KOHMpakmy, cyMy doriamu, CKopu208aHy Ha 3MiHy Kypcy
dosniapa CLUA, npubymok 8i0 peasizayjii 8 po3paxyHKy Ha MOHHY NPOOyKUil, piseHb peHmabesibHocmi ma 6e336umkosull piseHb BpoxaliHoCmi 03UMOI
MWeHUYi 3a/1eHO BI0 PIBHST PECYPCHO20 3abe3redeHHs1 MEXHO/0zI;, BIOCOMKOBOI CMasKuU 3a KOpuCmyB8aHHsI Kowmamu rMonepeoHsOi or1amu i SIKICHUX
MOKa3HUKIB 3epHa, W0 BU3HaYaromb piseHb UiHU peastizayji.

KntouoBi cnoBa: o3uma nuweHuys, (hopsapoHi KoHmpakmu, sumpamu, cobisapmicms, peHmabe/bHICMb.

Problem statement. In the current conditions of Analysis of recent research and publications.

raising global socio-economic crisis, importance of
the policy of state protectionism in relation to the agri-
cultural sector, in particular, the production of grain, is
increasing. It is known that development of the grain
sector is a strategically important task, since the
level of food security of the state, the formation of its
export potential and the creation of opportunities for
sustainable development of the country’s economy,
its regions and agricultural enterprises depend on its
successful operation.

In the context of improving the efficiency of grain
production, an important direction of state activity is
formation and development of an organized grain
market and its infrastructure, as well as the use of a
set of levers for its regulation, one of which is forward
grain purchases.
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Problems of state regulation of agricultural markets were
dealtwith by T. AndrosovHch [1], V. Pmyrwia, H. Grigorieva
[2], A. Gulei [3], M. Demianenko, A. Dibrova, S. Kvasha,
Yu. Lupenko, M. Malik, L. Primostka, N. Reznik [3],
P. Sabluk, M. Solodkyi, V. Feshchenko, V. Sheludko,
O. Shpichak, B. Yazlyuk [3], O. Yatsuh [4] and others.
Unfortunately, today, the policy of state regulation of
the agricultural market and state protectionism remains
imperfect. This concerns in particular to forward pur-
chases of grain, the purpose of which is to form an inter-
vention fund. It is intended, on the one hand, to ensure
effective price regulation in the grain market, and on the
other hand, to support domestic grain producers through
a prepayment mechanism. Thus, there is a need to con-
duct the more profound analysis of the effectiveness of
grain sales under forward contracts.
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Formulation of purposes of the article. The pur-
pose of this article is to determine the efficiency of
winter wheat grain sales under forward contracts in
the conditions of the current marketing year.

Statement of the main research material.
General tenets on the organization and conduct of
forward purchases are regulated by the Economic
Code of Ukraine, the laws of Ukraine “On Grain and
Grain Market in Ukraine” dated July 04, 2002 and
“On State Support for Agriculture of Ukraine” dated
June 24, 2004, as well as by Resolution of the
Cabinet of Ministers of Ukraine “On Introduction of
State Forward Procurement of Grain” No. 736 dated
May 16, 2007 [5].

Practical experience shows that the main sub-
jects of forward contracts (or contracts for the sup-
ply of future harvest) today are, on the one hand,
state-owned companies PJSC “Agrarian Fund” and
JSC “SFGCU", and on the other hand, agricultural
enterprises.

According to the “Procedure for forward state
procurement of grain” approved by Resolution of the
Cabinet of Ministers of Ukraine No. 736 dated May 16,
2007 [5], forward purchases include the procurement
of grain of future harvest by PJSC “Agrarian Fund”
from agricultural producers on the terms of advance
payment of 50 % of the value of grain, calculated on
the basis of minimum intervention price at the time of
conclusion of forward exchange contract.

The final settlement of the contract is based on the
weighted average equilibrium (fixing) prices estab-
lished during the last three trading sessions on the
Agrarian Exchange and its certified accredited com-
modity exchanges at the time of procurement, less the
weighted average interest on banks’ loans granted
for up to 12 calendar months, which are determined
according to the data of National Bank of Ukraine.

Conclusion of the contract is carried out on the
condition of the presence of an insurance contract
for the case of loss or damage of future yield and/
or a standard contract for insurance of agricultural
products (with state support) against agricultural pro-
duction risks of complete annihilation of winter grain
crops, concluded in according to provisions of legisla-
tion, and an original or certified copy of the payment
order for payment of the insurance premium [5].

The price per unit of commodity and the total price
of the grain procurement agreement are set in accor-
dance with changes in market conditions at the time
of actual fulfilment by the producer of its obligations
to deliver a batch of grain to PJSC “Agrarian Fund”
to the grain warehouse specified in the terms of the
agreement within the established time frame (EXW-
Grain warehouse) [6]. Delivery of grain to the subject
of its storage is carried out at the expense of the com-
modity producer [5].

The terms of the forward program for 2020 have
provided the cooperation with producers for three

types of pledge such as commodity agrarian receipt
(120 % of the contract amount), financial agrarian
receipt (120 % of the contract amount), and a pledge
agreement for future harvest (150 % of the contract
amount), which must be notarized. Funding has
been provided by mineral fertilizers and money. The
amount of advance payment has been determined
by the decision of the Commission for Risks of PJSC
“Agrarian Fund” up to 70-100 %. The interest rate for
using funds for USD has been set at 11 %.

The minimum purchase lots have amounted to
100 tons for wheat, 100 tons for maize, 100 tons for
barley and 50 tons for rye. The purchase prices, based
on which the prepayment has been made under con-
tracts in 2020, have been amount of 4200 UAH/t for
2nd class wheat, 4000 UAH/t for 3rd class wheat,
3300 UAH/t for 3rd class maize, 4000 UAH/t for 3rd
class rye and 3300 UAH/t for 3rd class barley [7; 8].

Direct purchases of grain of the future harvest
(of wheat, barley, maize and rye) in 2020 have been
carried out by JSC “SFGCU” in two stages through
regional branches. During the first stage, there has
been concluded a contract of procurement of grain
crops of future harvest with producer, a notarized con-
tract of pledge of future harvest or made official com-
modity agrarian receipts, and also the prepayment,
which amounted to 3000 UAH (including VAT) for one
ton of wheat of 2nd and 3rd classes, 3rd class barley,
3rd class maize and 3300 UAH (including VAT) for
one ton of rye grain of 1st and 2nd classes, has been
conducted. The annual interest rate for the use of
funds has been provided at the level of 9.5 %-13.0 %
per annum, depending on the size of the grain lot and
the basis of delivery. The insurance of future harvest
has been an obligatory condition. The second stage
of the Program has provided the delivery of grain by
agricultural producers to grain warehouses (or eleva-
tors) in the terms specified in the contract and the
final payment according to market prices for grain.
The minimum size of lot has been set at the level of
100 tons [8; 9].

Under the contract terms, the amount of surcharge
is determined on the basis of current market price
(EXW, CPT) at the time of delivery less the amounts
of advance payment, adjusted for changes in official
USD exchange rate and accrued amounts for the use
of funds according to the prescribed interest rate. The
final payment is made in accordance with the actual
sizes of grain supply [9].

Analysis of the terms of forward contracts has
shown that the main function of assistance to the
grain producer is to pay an advance payment (or
supply mineral fertilizers) to ensure performance
of works provided by technologies of growing grain
crops. This condition is practically the only thing that
can cause producer’s interest in this form of contract.
However, the study of the mechanism for conclud-
ing forward contracts has shown that there are many
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disadvantages that reduce their attractiveness for
agricultural producers, even those who experience
a funding deficit at the beginning of year. The main
problematic aspects are:

1) an excessively compound procedure of conclu-
sion of forward contracts, which requires the prepara-
tion of a significant set of documents and associated
with this process administrative outlays and working
time expenses;

2) obligatory conclusion of contracts of insurance
of future harvest. For example, insurance of winter
wheat for the spring-summer growing period in the
conditions of the Dnipropetrovsk region provides for
the application of insurance tariffs with a value from
3.7 % to 15.8 % and 3.4-11.1 % for winter rye [10]
depending on the level of yield and insurance cov-
erage (0.50-0.70). In areas with more risky produc-
tion conditions, the level of insurance tariffs is higher
and reaches 16.2 % in the Kherson and Chernivtsi
regions when growing winter wheat and 16.9 % in the
Odesa region when growing winter rye [10].

3) obligatory registration of a commodity (or
financial) agrarian receipt or a pledge agreement for
the future harvest, which must be notarized at the
expense of the producer. When notarizing agrarian
receipts and pledge agreements, the statutory rate
of state duty is 0.01 % of the subject of pledge, but
not less than five and not more than fifty non-taxable
minimum incomes of citizens [11].

4) on the received amount of advance payment,
which performs the main protective function, the agri-
cultural producer must write out a tax invoice and pay
VAT at the rate of 20 %;

5) in parallel, a fee is provided for the use of pre-
payment funds in accordance with the set interest
rate (11.0 % in USD when there is concluding a con-
tract with PJSC “Agrarian Fund” and 9.5-13.0 % for a
contract with JSC “SFGCU").

Thus, it can be asserted that for today when a
forward contract concludes, the agricultural pro-
ducer has to incur excessively large expenses, which
according to calculations [4] can reach to 15 % of the
amount of forward operations.

6) forward contracts of PJSC “Agrarian Fund” and
JSC “SFGCU” are overloaded with the quantity and
size of penalties for full or partial non-performance
of conditions of grain delivery by volumes and terms.

For example, the contract with JSC “SFGCU” [9]
for violation of the terms of payment provides a fee
of a fine in the size of double NBU discount rate
which effected at the time of late payment from the
amount of overdue payment for each day of delay of
obligations. The NBU's discount rate for 7 months of
2020 changed from 11.0 % (31.01.2020) to 10.0 %
(from 13.03.2020), 8.0 % (from 24.04.2020) and
6.0 % (from 12.06.2020) [12]. On the other hand,
in the case of full (or partial) non-performance of
contract terms by the supplier (producer) he is
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obliged on the basis of a written request to return
all previously transferred funds (or their relevant
part), and also interest for using borrowed funds
at the rate of 30 % per annum for the period from
the date of receipt of advance payment from JSC
“SFGCU” until the day of its return and the penalty
of 25 % of the amount of the advance payment (or
part thereof). It should be noted that as of July 22,
2020, the real rate for business development loans
was 13.5-29.0 % with the average effective rate of
18.28 % [13], which is significantly lower than the
30 % rate. In a case of increasing the exchange
rate of USD against UAH by more than 5 % from the
date of receipt of the prepayment to the day of its
return, the supplier is obliged to pay exchange rate
difference additionally.

In the case of grain delivery in violation of the term
set by the conditions of the contract, the producer is
obliged to pay to JSC “SFGCU” a penalty of 0.5 % of
the value of untimely delivered commaodity for each
day of delay. In a case of delay in delivery of grain
within 30 calendar days, the supplier is obliged to
make settlements with the buyer as in the case of
complete (or partial) non-fulfillment of the contract.

The supplier bears full financial responsibility and,
accordingly, pays all losses (including all penalties
imposed by the controlling authorities on the buyer)
and the buyer’s lost profit for providing false informa-
tion provided by the contract and documents submit-
ted for its conclusion. The supplier is responsible for
any breach of the contract, regardless of whether it
is at fault.

If the supplier violates the terms of registration
of tax invoice in the Unified State Register of Tax
Invoices, he must pay a fine of 0.3 % of the VAT
amount specified in the tax invoice for each day of
delay [9].

As of July 13, 2020 PJSC “Agrarian Fund” con-
cluded forward contracts for the purchase of 95 thou-
sand tons of grain, which is much less than last
year [14]. In total, 540 contracts were signed and
1.8 million tons of grain crops were contracted dur-
ing 2016—2019. The audit of the financial statements
of PJSC “Agrarian Fund” found that in 2019 the total
amount of losses of the company exceeded 3.27 bil-
lion UAH [15].

During 2020, JSC “SFGCU” has carried out pur-
chases of food grain of three crops such as wheat,
barley and maize. In particular, as of July 15, 2020,
67.2 thousand tons of wheat grain, 10.4 thousand
tons of barley grain and 31.8 thousand tons of maize
grain have been purchased. The total volume of pur-
chases has been amount to 109.5 thousand tons [16].

Determination of the level of efficiency of winter
wheat grain sale under forward contracts has been
carried out on the example of the conditions of the
Dnipropetrovsk region. First of all, the normative
expenditures for growing this crop in the conditions of
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2020 have been calculated when it was placed in the
crop rotation after unfallow predecessors (Table 1).
Grounding norms of production expenses for cultiva-
tion winter wheat according to different technological
schemes has been carried out on the basis of com-
posed technological maps of cultivation, as well as
using existing methodical recommendations. The
calculations have been based on study of the experi-
mental experience of SE The Institute of Grain Crops
of NAAS and the developed technological schemes
for four levels of resource saturation such as high,
sufficient, satisfactory and low, the gradation of which
was carried out taking into account the experience of
scientific developments [17].

Calculations (Table 2) have been conducted
on the example of the terms of the contract with
JSC “SFGCU” using the purchase prices, which
were offered by LLC “Kryvyi Rih Combine of Bread
Products” [18] in condition of delivering product in
a full size and making final settlements as of July
23, 2020, taking into account the exchange rate dif-
ference.

On the base of the foregoing information and
methodical recommendations, the expenses related
to conclusion of forward contracts and sales of prod-
uct have been grounded. The payment for use of
prepayment funds has been calculated for a period
of 4.5 months. During conducting the research, the
expenses calculations made for technologies with a
low level of resource provision have not been taken
into account, because on the one hand these tech-
nologies do not provide for the production of grain
with high quality indicators, and on the other hand,
the contract with JSC “SFGCU” clearly specifies the

requirement for obligatory compliance with the tech-
nological regulation of grain crops cultivation.

The results of forecast calculations indicate
that as of July 23, 2020 in the winter wheat grain
market, there has been formed a rather favourable
price situation, which, when in condition of immedi-
ately delivering grain after its harvesting to a grain
warehouse (elevator), allows not only to cover the
expenses connected with its growing, transporting
to a storage place, insurance of the future harvest
and other expenses associated with conclusion of
forward agreements, but also to ensure a sufficient
level of profitability, which, depending on the inter-
est rate for use of prepayment funds, can amount
to 25.3-26.4 % for a satisfactory level of resource
provision of technology (for the sale of 3rd class
grain), 45.0-46.5 % for a sufficient level (for the sale
of 2nd class grain) and 42.7-44.2 % (for the sale of
3rd class grain), and respectively 55.9-57.7 % and
53.4-55.1 % for a high level.

In this regard, it should be pointed out that there
is a very small difference between the prices of
2nd and 3rd class grain, which obviously does not
encourage a producer to increase investments of
resources to obtain product with high quality indi-
cators. The authors’ calculations of the break-even
level of winter wheat yield indicate that if the tech-
nology is used with a satisfactory level of resource
provision, the producer should receive a minimum of
2.372-2.394 t/ha of grain with quality indicators of 3rd
class, whereas when using intensive cultivation tech-
nologies, which provide for the introduction of power-
ful doses of mineral fertilizers and a set of measures
to protect crops from pests, diseases and weeds, the

Table 1

Norms of expenses for winter wheat grain production depending on the level of resource provision
of the technology, UAH/ha

Levels of resource provision of the technology and yield
Items of expenses low satisfactory sufficient high
1.8 t/lha 3.0 ttha 4.2 tlha 5.5 t/ha
Salary 339.38 340.14 273.19 252.70
Unified social contribution 74.66 74.83 60.10 55.59
Seeds 773.03 1122.52 1262.31 1472.00
Fuel and lubricants 849.69 923.55 952.60 795.50
Mineral fertilizers 1056.90 2004.00 2725.38 3715.13
Plant protection means 600.75 659.42 896.64 1030.81
Works and services 142.36 225.91 627.42 809.73
Outlays on repair of non-current assets 621.67 644.35 664.59 864.49
Amortization 890.58 963.44 987.73 1291.07
gstggtrsexpenses for the maintenance of fixed 358 262 172 207
Other material expenses 368.90 487.48 620.16 752.60
Rent of land plots or shares (units) 907.53 907.53 907.53 907.53
Single tax 287.38 287.38 287.38 287.38
Other manufacturing overheads 223.10 299.87 373.20 449.90
In total 7140 8943 10640 12687
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Table 2

Forecast efficiency of winter wheat grain sales under forward contracts with JSC “SFGCU”
in agricultural enterprises of the Dnipropetrovsk region in 2020

Values of indicators depending on the sale price and the level
of interest rate for using prepayment funds
Indicators 5990 UAHI/t 5900 UAHI/t
(2nd class grain) (3rd class grain)
9.5 % 11.0 % 13.0 % 9.5 % 11.0 % 13.0 %
Expenses for insurance of future harvest,
registration of pledge agreements, commodity
agrarian receipts, notary services, payment of 391.74 405.82 424.59 391.74 405.82 424.59
interest for use of prepayment funds and other
expenses, UAH/t
including payment for use of 89.14 | 10322 | 121.99 | 89.14 | 103.22 | 121.99
prepayment funds, UAH/t
Selling expenses (laboratory analysis of grain
quality, loading and unloading operations, 272.70 272.70 272,.70 272.70 272.70 272.70
transportation of products, etc.), UAH/t
Cost of sale of 1 ton of grain (depending on the level of resource provision of the technology), UAH
satisfactory X X X 3645.44 | 3659.52 | 3678.29
sufficient 3197.78 | 3211.85 | 3230.62 | 3197.78 | 3211.85 | 3230.62
high 2971.17 | 2985.25 | 3004.01 | 2971.17 | 2985.25 | 3004.01
Sale price excluding VAT, UAH/t 4991.67 | 4991.67 | 4991.67 | 4916.67 | 4916.67 | 4916.67
Prepayment amount excluding VAT, UAH/t 2500.00 | 2500.00 | 2500.00 | 2500.00 | 2500.00 | 2500.00
The amount of the surcharge, adjusted for
changes in the exchange rate of the USD 2184.64 | 2184.64 | 2184.64 | 2109.64 | 2109.64 | 2109.64
(without excluding the payment for use of
prepayment funds), UAH/t
Adjusted sale price, UAH/t 4684.64 | 4684.64 | 4684.64 | 4609.64 | 4609.64 | 4609.64
Profit (depending on the level of resource provision of the technology), UAH/t
satisfactory X X X 964.20 950.12 931.36
sufficient 1486.87 | 1472.79 | 1454.02 | 1411.87 | 1397.79 | 1379.02
high 1713.47 | 1699.40 | 1680.63 | 1638.47 | 1624.40 | 1605.63
Profitability (depending on the level of resource provision of the technology), %
satisfactory X X X 26.4 26.0 25.3
sufficient 46.5 45.9 45.0 44.2 43.5 42.7
high 57.7 56.9 55.9 55.1 54.4 53.4
Break-even yield level (depending on the level of resource provision of the technology), t/ha
satisfactory X X X 2.372 2.382 2.394
sufficient 2.867 2.880 2.896 2.914 2.926 2.944
high 3.88 3.505 3.527 3.545 3.562 3.584

break-even threshold increases accordingly to the
level of 3.488-3.527 when receiving 2nd class grain
and 3.545-3.584 t/ha when receiving 3rd class grain.

Therefore, it can be argued that the sale price,
which has been formed at the beginning of the
period of mass harvesting winter wheat, allows to
ensure not only simple, but also expanded reproduc-
tion of production. However, it should be noted that
in connection with the conclusion of forward agree-
ments, producers must bear additional expenses,
which, according to forecast calculations, amount to
391.74-424.59 UAH per 1 ton of product. It should
also be noted that forward contracts are the most
attractive for the producers who experience a short-
age of financial, material and technical resources at
the beginning of year, so interest in such contracts
from resource ensured agricultural enterprises, which
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use high-intensity cultivation technologies, is highly
improbable.

Due to the delay in the terms of harvesting grain
and its delivery to a grain warehouse (elevator),
appearance of the need to lead product to the proper
quality indicators, the additional expenses, in particu-
lar, related to the accrual of interest for use of prepay-
ment funds may significantly increase. On the other
hand, from the point of optimistic forecasts relating
winter wheat yield in 2019/2020 MY, it can expect a
decrease in market prices in the future. This will natu-
rally lead to a loss of profit and reducing efficiency of
grain sale.

Conclusions. The results of the research show
that today the state should play an important regula-
tory role, which would allow, on the one hand, through
the formation of intervention funds and resources, as
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well as the establishment of economically reasonable
prices for grain to stabilize grain supply sizes and
reduce a range of price fluctuations during year, and
on the other hand to ensure a guaranteed level of
market prices for product, providing opportunities for
grain producers to implement at least simple repro-
duction of production.

The study of the terms of the forward programs of
PJSC “Agrarian Fund” and JSC “SFGCU” has shown
that the procedure of concluding forward contracts is
excessively compound and requires high expenses
associated with the preparation of a significant set
of documents, the conclusion of insurance contracts,
pledge agreements or registration of commaodity (finan-
cial) agrarian receipts, payment of notary services,
payment of interest for the use of funds. According
to forecast calculations, such expenses can amount
to 391.74-424.59 UAH/t or higher. In addition, the
contracts are overloaded with the quantity and size
of penalties for full or partial non-compliance of condi-
tions of grain delivery by volumes and terms.

At the time of mass harvesting winter wheat, the
price established on the market as of July 23, 2020 has
been sufficient to ensure the profitability of wheat sale
under forward contracts at the level of 25.3-26.4 %
(for the sale of 3rd class grain) for a satisfactory level
of resource provision of technology, 45.0-46.5 % (for
the sale of 2nd class grain) and 42.7-44.2 % (for
the sale of 3rd class grain) for a sufficient level, and
respectively 55.9-57.7% and 53.4-55.1% for a high
level, depending on the interest rate for the use of
prepayment funds.

Due to the delay in the terms of harvesting grain
and its delivery to a grain warehouse (elevator),
appearance of the need to lead product to the proper
quality indicators, the additional expenses may sig-
nificantly increase. From the point of optimistic fore-
casts relating winter wheat yield in 2019/2020 MY, it
can expect a decrease in market prices that may lead
to a loss of profit and reducing efficiency of grain sale.

Further research will be conducted in the direction
of finding ways to improve the mechanism of forma-
tion of intervention funds and resources and increase
its protective effect for domestic agricultural produc-
ers.
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