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Introduction. The development of socio-economic relations and the introduction of market relations
in Ukraine require radical reform of the legislation, which determines the principles of functioning of
institutions of market infrastructure.

For the purpose of proper legal regulation of civil relations arising from the conclusion of forward
contracts on commodity exchanges, it is necessary to carry out a significant reform of the stock exchange
legislation in Ukraine. Adopted on December 10, 1991, the Law of Ukraine «On Commodity Exchange» for
the first time in Ukraine defined the legal nature and regulated the process of entering into forward
transactions. However, the application of this law showed its incompleteness and imperfection due to the
lack of a clear definition of the concept of forward agreement and participants in the process of conclusion of
forward agreements, the unsettled nature of the subject of these agreements and the particulars of the place of
conclusion, etc.

These circumstances caused the need for a deep and detailed study of the problems associated with
forward contracts and the preparation on this basis of scientifically substantiated recommendations for the
improvement of the current legislation of Ukraine. In order to achieve the goal, it was necessary to take into
account both world experience and national specificity, which was conditioned, first, by the peculiarities of
the current economic situation in Ukraine.

Analysis of recent researches and publications. Such scholars carried out definition of the concept,
bases of the provision, legal analysis and evaluation of the current mechanism of forward transactions:
Khrystyna Hryhorieva, Viktoria Hmyria, Hanna Iliushchenko, Tetiana Kovalchuk, Olena Yatsukh, Olena
Myniuk, Petro Sabluk etc., but the modern mechanism of forward transactions requires further study.

The purpose of the article. The purpose of the study is to identify the concept, the essence and
scientific analysis of forward transactions, as well as analysis of the practical mechanism of activity and
implementation of forward transactions on the example of PJSC «Agrarian Fundy.

Presenting main material. Define the concept of «forward transaction»a document of the established
form, which certifies the obligation of the person to purchase (to sell) securities, goods or currency at a
certain time and under certain conditions in the future, with fixing the prices of such sales during the
conclusion of the contract. Each party to a forward contract has the right to refuse to execute it only with the
consent of the other party to the contract or in cases specified by civil law. The seller of the forward contract
cannot transfer (sell) the obligation under this contract to other persons without the consent of the buyer of
the forward contract. A buyer of a forward contract has the right, without the consent of the seller, to sell
such contract to any other person at any time before the expiration (termination) of the forward contract,
forward contract vendor [12].
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The main provisions concerning the conduct and organization of forward agreements are regulated by
the Law of Ukraine «On State Support to Agriculture» of June 24, 2004 [2], which provides that support for
agricultural producers, regardless of the volume and type of products they produce, may be provided through
the application state forward procurement of grain at the organized agricultural market of Ukraine and the
Law of Ukraine «On Grain and Grain Market» dated July 4, 2002 [1], as well as the Commercial Code of
Ukraine.

The Law of Ukraine «On Grain and Grain Market» defines the state policy regarding the development
of the grain market; in this connection, it aims at creating economic, legal and organizational conditions for
competitive production and the formation of the grain market to ensure the state's internal needs for grain,
and to increase its export potential [15].

We will analyze the practical mechanism of activity and implementation of forward transactions on
the example of the private joint stock company «Agrarian fund».

The purpose of PJSC «Agrarian Fund» activity is to create favorable conditions for the development
of agriculture, functioning of the agricultural market, support of the domestic agricultural producer, as well
as profit from the conduct of economic activity in accordance with the legislation. The founder of PJSC
«Agrarian Fund» is the state represented by the Cabinet of Ministers of Ukraine. The only shareholder of
PJSC «Agrarian Fundy is a state represented by the Ministry of Agrarian Policy.

One of the main instruments of PJSC «Agrarian Fund» is the conclusion of forward (prior) contracts.
Each year, the fund buys about 1 million tons of grain precisely through the conclusion of forward contracts.
The main objective of the joint financing program is to support small and medium-sized agricultural
producers, to create a convenient system for obtaining funds from farmers.

Determine the main advantages of PJSC «Agrarian Fund»:

1 is supported by a national producer;

2. occupies 20% of the domestic market of food grain;

3. included in the TOP 20 most profitable state-owned enterprises;

4. is a key player in the national market of agricultural products and products for its processing;

5. has an extensive network of regional representatives with full coverage of the whole territory
of Ukraine;

6. applies an individual approach to partners;

7. has a professional team of experts;

8. sells exclusively high-quality national production.

After the conclusion of a forward contract, agricultural producers will immediately receive 65% of the
total cost of delivery under the contract. The final settlement takes place at the market prices that were
formed at the time of delivery. The main difference of the forward contract from bank loans PJSC «Agrarian
Fund» does not require additional collateral. The pledge is the grain of the future harvest, for which the
contract is procured.

Identify the main advantages of the forward program for agricultural producers from PJSC «Agrarian
Fund» (fig. 1).
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Fig. 1. Advantages of a forward program for agricultural producers from PJSC «Agrarian Fund»

Additional requirement of PJSC «Agrarian Fund» is compulsory insurance of the crop. Here is a list of
insurance companies, with which PJSC «Agrarian Fund» co-operates as a beneficiary of voluntary insurance
of agricultural products (fig. 2).
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Fig. 2 Insurance companies with which PJSC «Agrarian Fund» cooperates in 2019

Companies that intend to cooperate with PJSC «Agrarian Fund» in the future may send the documents
listed on the list.

The insurance contract is concluded between the producer and the insurance company, PJSC
«Agrarian Fund» acts as the beneficiary.

The key terms for remuneration in PJSC «Agrarian Fund» are:

1. Prepayment up to 65% of the cost of delivery;

2. Interest rate 23-25%, non-consideration currency fluctuations or interest rate 15% taking into
account exchange rate fluctuations.

It is also advisable to determine the minimum batches of grain deliveries in the conditions of a forward
agreement at PJSC «Agrarian Fund» with the help of tab. 1

Based on table 1, we can conclude that the largest minimum supply of wheat and maize is 100 tons,
while the smallest buckwheat and yellow peas are 30 tons.

Table 1
Minimum lots of grain deliveries at PJSC «Agrarian Fund» 2019
Ne Kind of culture Minimum lot, tons
1. Wheat 100
2. Maize 100
3. Barley 50
4. Rye 50
5. Buckwheat 30
6. Oat 50
7. Yellow peas 30

Forward contracts cannot be described as publicly available derivatives, as the forward market has
significant limitations, such as availability of a credit line, high credit rating, constant financial relationships
between counterparties, etc. These conditions significantly reduce the number of participants in forward
markets.

The scheme of conclusion of forward agreements in PJSC «Agrarian Fund» consists of two stages, we
define stage 1 with the help of fig. 3.

Based on the data fig. 3, we can conclude that at the first stage, agricultural producers submit a
package of documents to the Regional Branch of PJSC «Agrarian Fundy», where the documents are inspected,
followed by a meeting of the commission, which determines the discount rate and the percentage of the
advance to be paid to the agrarian. Thereafter, an exchange contract, a collateral agreement and an insurance
contract for the future yield are concluded. And at the last stage of the first stage, the farmer receives funds
within 5 days.

In most cases, when concluding a contract, the parties agree that only the settlement of the difference
between the contractual and spot price of the underlying instrument will be made on the date of payment,
taking into account the amount of the contract, which in this case is called a conditional principal. This
allows participants in the forward market to reduce the risk of supply disruption. In the case of an agreement
on a conditional amount, the risk value is measured not by the principal amount, but by the cost of
substituting a forward contract with another on identical terms.
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Fig. 3. Scheme of conclusion of forward agreements in PJSC «Agrarian Fund» 1 STAGE, 2019

Also, we will define the scheme of conclusion of forward agreements at PJSC «Agrarian Fund» in 2
stages (fig. 4).
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Fig. 4. Scheme of conclusion of forward agreements at PJSC «Agrarian Fund» 2 STAGE, 2019

Analyzing fig. 4, it can be noted that after the agrarian gathered a crop, he supplies the grain to the
warehouse, after which the redistribution of grain delivery to PJSC «Agrarian Fund» takes place, and the last
stage — the final settlement with the agrarian at market prices at the time of delivery of the grain.

Conclusions. Based on the above, we can note that the main difference of the forward transaction
from bank loans — PJSC «Agrarian Fund» does not require additional collateral. The pledge is the grain of
the future harvest, for which the contract is procured. Additional requirement from PJSC «Agrarian Fund» is
compulsory insurance of the crop. The insurance contract is concluded between the producer and the
insurance company, PJSC «Agrarian Fund» acts as the beneficiary.
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MuxaiijioBa OJena CepriiBHa, KaHIuaT €KOHOMIYHUX HayK, JOLICHT.
Manipuuk [denuc AprypoBuy. IlonTaBcbka jaepxkaBHa arpapHa akagemis. Koszmk Mina BikTopiBha.
[NonTaBchknit HaliOHATLHUI TeXHIYHMIA yHiBepcuTeT iMeHi FOpis Konapatioka. Buznauenns cytHocri Ta
NPAaKTHYHOI0 MexaHi3My ykiaananHs ¢opBapauux yroa (Ha mpukiaani IHAT «Arpapauii donp»).
BusnaueHo tepmiH «bhopBapaHa yroma». [IpoaHaai3oBaHO IMOHSTTS, CYTHICTh Ta NMPAaKTHYHUH MEXaHi3M
JISTTBHOCTI i BUKOHaHHS (GopBapaHux yroi Ha npukiani [IAT «Arpapuuit ponn». BukoHaHo rimOokuii i
JieTaNbHUI aHami3 BHUBYCHHS MpoOiieM, NOB’s3aHMX 13 (QopBapaHumm Joropopamu. [IpoaHanizoBaHO
MPAaKTUYHUI MEXaHi3M [isUIbHOCTI Ta BUKOHAHHs (QopBapAHUX yroj. Busnaueno mery mismibHOCTI [TAT
«ArpapHuii GOHIY 1 CXapaKTEpU30BaHO OpraHi3alliiHO-eKOHOMIYHHMN CTaH MmignpueMcTBa. OMIHEHO MIF0Uni
MexaHi3My (opBapaHUX yron Ha mianpueMcTBi. BusHadyeHo mepeBaru crpaxyBaHHs MailOyTHBOTO BPOXKAIO
CLIIBCHEKOTOCITOAAPCHLKMX KYIBETYP 3a (hopapaHoro nporpamoio [TAT «Arpapuuii pommy.

Knrouoei cnosa: hoprapaHa yroja, arpapHail pUHOK, arpapii, arpoBUpoOHUK, (opBapaHa mporpama.
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MuxaiinoBa Enaena CepreeBHa, &xanauaat
SKOHOMHYECKUX HayK, JIOLIEHT.
Hamupaux  Jlenmc  AprtypoBuu.  IlonraBckas
roCyJIapCTBEHHAs arpapHas aKazeMus.
Ko3bik Muana BuxTtoposHa. [TonTaBckuit

HallMOHAJIbHBIA TEXHUYECKUM YHHUBEPCUTET HWMEHU
Opus Konmpatioka. OmnpeaesieHue CyHNIHOCTH |

NMPAKTHYeCKOro MeXaHM3Ma 3aKJII0YeHUs
¢opBapaubix caenroxk  (Ha  mpumepe  OAO
«ArpapHbIii honp»). Onpenenex TEPMUH

«hopBapanas caenka». [IpoaHann3upoBaHbl TOHATHE,
CYIIHOCTh U MPAKTUYECKUH MEXaHU3M AEATEIbHOCTH U
BBINOJHEHHs (OpBapAHBIX crenok Ha npumepe OAO
«Arpapubiit Gormy. [IpoBeneH MIyOOKUi U JAeTaIbHBIN
aHaNu3 H3Yy4EeHUS npo0iem, CBA3aHHBIX  C
(opBapaHBIMU JIOTOBOpaMH. [IpoananusupoBax
MIPAKTUYECKUN MEXAaHU3M JEATEIbHOCTH U BBINOTHEHUS
¢dopBapaHbIX caenok. OnpeeneHsl ey JesTelIbHOCTH
OAO «Arpapubelii  ¢GoHI», U OXapaKTepPHU30BaHO
OpraHU3alMOHHO-3KOHOMHUYECKOE COCTOSIHUE
npeanpustua. OueHeH JeHCTByOIMH  MeXaHU3Ma
(dopBapaHBIX caenok Ha npennpustur. OrnpeneneHs!
MpEerMYIeCTBA  CTPaxOBaHMsl  OyAymiero  ypoxas
CEeNIbCKOXO3SICTBEHHBIX ~ KYIBTYp 1O  (opBapaHOii
nporpamme OAO «ArpapHsiii GOHI.

Kniouesvie  cnoga:  QopBapiHas  caenka,
arpapHblif  pBIHOK, arpapuy, arporpoH3BOIUTENb,
(opBapaHas mporpamma.
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